The Role of Public-Private Partnerships in Health Care Delivery. A Review

Abstract

According to United Nations (UN) (2008), the cost to deliver healthcare in developed and developing nations has been rising exponentially. In Africa, the situation is even worse and has affected health delivery and care. The purpose of this paper was to review literature on public private partnerships in healthcare. Literature shows that public private partnerships have a critical role to play in health financing notwithstanding the fact that they also have their own problems and challenges.

Introduction

This paper reviews of literature on PPPs, in general, and in the health sector, in particular. The benefits and risks of PPPs in public health is also reviewed. The paper also discusses mechanisms for promoting the success of PPPs in the health sector. Data was gathered from secondary sources including books and journal articles.
  Public-Private Partnership

According to Gqoli (2004), a public private partnership (PPP) can be defined as a contract between government institution and private party in which a private party performs an institutional function and/or uses state property in terms of output specifications. Substantial project risks (financial, technical, and operational) are transferred to the private party and the private party benefits through: unitary payments from government budget and/or user fees. United Nations (2008) also pointed out that PPP relationships differ in a fundamental way from conventional procurement contracting. In conventional procurement, the risks are assumed to be relatively contained in a contract which is focused on a short-term infrastructure deliverable, such as construction of a road, airport, water and sewer facility or hospital. In PPP, the key is to develop risk-sharing mechanisms that enhance the returns to both the public and private sector. PPP are based upon a stewardship model in which the private sector takes a more aggressive role in aspects of the project to which they had previously been excluded from in the conventional procurement approach, such as design, financing, operations and maintenance (UN, 2008). In addition, Bloom (2010) pointed out that PPPs are about the public getting better, more cost-effective services; the private sector gets new business opportunities. 
The role of Public Private Partnerships in Healthcare
According to Barlow et al (2013), the larger scope of Health PPP to manage and finance care delivery and infrastructure means a much larger potential market for private organizations. Spending on healthcare among the Organisation for Economic Cooperation and Development (OECD) and BRIC nations of Brazil, Russia, India and China will grow by 51 percent between 2010 and 2020, amounting to a cumulative total of more than $71 trillion. Of this, $3.6 trillion is projected to be spent on health infrastructure and $68.1 trillion will be spent on non-infrastructure health spending cumulatively over the next decade. Annually, spending on health infrastructure among the OECD and BRIC nations will increase to $397 billion by 2020, up from $263 billion in 2010. The larger market for health PPPs will be in non-infrastructure spending, estimated to be more than $7.5 trillion annually, up from $5 trillion in 2010 (Aboubakr 2013).

Health spending in the United States accounts for approximately half of all health spending among OECD nations, but the biggest growth will be outside of the U.S. According to KMPG (2007) projections, the countries that are expected to have the highest health spending growth between 2010 and 2020 are China, where health spending is expected to increase by 166 percent, and India, which will see a 140 percent increase. As health spending increases it is putting pressure on governments and spurring them to look for private capital and expertise.

In addition, Atun and McKee (2005) argued that the model in which a public authority contracts with a private company to build or run a hospital is, inevitably, seen mainly in countries with national health services. Various models have been developed. Australia has the most diverse range of models, with differing versions in several states. The Private Finance Initiative (PFI) in the United Kingdom is a design, build, finance and operate (DBFO) model. It has been the primary means of financing major capital investments in the health, education and prison sectors during the past two decades. While this arrangement provided a source of much needed new finance, a great deal of this funding was ‘off-balance-sheet’ financing and did not appear in the government books as new borrowing. This arrangement enabled the government to remain within targets set for public sector borrowing. Moves by the British Office for National Statistics to redefine such expenditure are likely, at a stroke, to remove one of the main reasons justifying the pursuing the DBFO model (National Audit Office, 2005). In the British model, a company, usually in the construction sector, creates a SVP to bid for a contract with a health authority to build and provide non-clinical services to a hospital. The successful contractor will enter into three types of subcontract: one with banks to finance the project; one with a construction company to build the hospital; and one with a facilities management company to manage it over the lifetime of the contract, typically 30 years (McKee and Healy, 2002). Over the lifetime of the contract, the health-care provider undertakes to pay a defined amount from its revenues and the contractor undertakes to maintain the fabric of the hospital in good order and (depending on the agreement) manage facilities. Similar models have been adopted, although on a very much smaller scale, in Canada, Portugal and Spain (Auerback, 2002). Franchising is an alternative model, where a private company takes over management of an existing public hospital. This approach has been tried in Sweden (including the sale of a public hospital to a private company) and in Italy. A unique model has been developed in the Alzira Hospital, in Valencia, Spain, which is managed by a private consortium that accepts responsibility for the health care for a defined population in return for an annual per capita payment (Lethbridge, 2003).
However, Barlow et al (2013) pointed out that, because the PPP are long term arrangements (15 to 30 years), there is still relatively little experience with these models of hospital provision, and governments have yet to undertake rigorous evaluations. Thus the merits of these models compared with the traditional model of provision remain highly contentious but it is already possible to identify several key issues that have emerged. These are cost, quality, flexibility and complexity.
In theory, PPP may have the potential to solve sub-Saharan Africa’s profound infrastructure and service backlogs, where nearly 600 million people lack access to electricity, almost 300 million have no access to safe water (Bloom, 2010). Nevertheless, Aboubakr (2013) argued that the record of PPP in Africa since year 2000 is mixed, the process is complex, and governments should not expect PPP to be a ‘magic bullet’.
Contrary to arguments by Aboubakr (2013), Bovis (2007) had indicated that PPP potentially bring the efficiency of business to public service delivery and avoid the politically contentious aspects of full privatisation. PPP allow governments to retain ownership while contracting the private sector to perform a specific function such as building, maintaining and operating infrastructure like roads and ports, or providing basic services like water and electricity. Both sides stand to benefit from the contractual agreement. Government earns revenue by leasing state-owned assets or alternatively pays the private sector for improved infrastructure and better service delivery. Often the private sector can do the job more efficiently, which can lower prices and improve rollout. The private operator gets reimbursed either by government or consumers for doing its work, at a profit (Zheng et al, 2008). 

Consequently, PPP could be answer to Africa’s health care challenges. For instance, the Kingdom of Lesotho’s health sector faced daunting challenges including battling the world’s third highest HIV/AIDS prevalence rate (23 percent for adults aged 15-49), low life expectancy (45 years), and an over-burdened health care system with demand consistently outstripping the state’s ability to provide vital health care services, particularly for poor people. In 2010, a new era in health care dawned when Health and Social Welfare Minister, Mphu Ramatlapeng, handed over three publicly-run clinics in Likotsi, Qoaling and Mabote to theTs’epong Consortium, managed by one of Africa’s largest private health care providers, Netcare. The project replaced the 100-year old Queen Elizabeth II Hospital, which continued to operate at minimal level, with a new facility that can provide quality care for patients and improved working conditions for staff (Barlow, et al, 2013). The project benefits from collaboration within the World Bank Group and a strong partnership with the government of Lesotho. The World Bank provided technical assistance to the design and management of the PPP as part of the Health Sector Reform Program. The International Finance Corporation (IFC), the Bank’s private sector arm, acted as lead advisor to the government of Lesotho throughout the planning, structuring, tendering and implementation phases of the PPP agreement, including extensive due diligence to establish the project’s feasibility and to engage and secure the support of stakeholders locally, regionally and internationally.
In Lesotho the Global Partnership for Output Based Aid (GPOBA), partnership program administered by the World Bank. GPOBA provided a US$6.25 million grant to help subsidize the cost of access to services for the residents of Maseru District, the capital city and home to nearly one-third of the country’s population. The GPOBA grant means expectant mothers, infants, children, and patients at risk of or living with HIV/AIDS and tuberculosis will have access to improved health services. As well as providing access to basic services for the poor, the output-based approach puts an emphasis on accountability and efficiency in service delivery, which complements the overall design of the larger hospital PPP project. 

Benefits of Public-Private Partnerships in the Public Health Sector

Investments in public sector infrastructure are seen as an important means of maintaining economic activity, as was highlighted in a European Commission communication on PPP. As a result of the significant role that PPP have adopted in the development of public sector infrastructure, in addition to the complexity of such transactions, the European PPP Expertise Centre (EPEC) was established to support public-sector capacity to implement PPP and share timely solutions to problems common across Europe in PPP (Barlow et al, 2010). PPP provide a unique perspective on the collaborative and network aspects of public management. The advancement of PPP, as a concept and a practice, is a product of the new public management of the late 20th century and globalization pressures (World Bank, 2007). 

In addition, Aboubakr (2013) believed that the need for PPP arose against the backdrop of inadequacies on the part owing to lack of resources and management issues. These considerations led to the evolution of a range of interface arrangements that brought together organizations with the mandate to offer public good on one hand, and those that could facilitate this goal though the provision of resources, technical expertise or outreach, on the other. The former category includes of governments and intergovernmental agencies and the latter, the non-profit and for-profit private sector. Though such partnerships create a powerful mechanism for addressing difficult problems by leveraging on the strengths of different partners, they also package complex ethical and process-related challenges. The complex transnational nature of some of these partnership arrangements necessitates that they be guided by a set of global principles and norms (Buse, 2004). 

Public-private partnerships are being increasingly encouraged as part of the comprehensive development framework. The need to foster such arrangements is supported by a clear understanding of the public sectors inability to provide public goods entirely on their own, in an efficient, effective and equitable manner because of lack of resources and management issues. These considerations have necessitated the development of different interface arrangements, which involve the interfacing of organizations that have the mandate to offer public good on one hand, and those that could facilitate this goal (Burnett, 2007).

Along similar arguments, Burnett (2007) argued that a key motivation for governments considering public private partnerships is the possibility of bringing in new sources of financing for funding public infrastructure and service needs. It is important to understand the main mechanisms for infrastructure projects, the principal investors in developing countries, sources of finance (limited recourse, debt, equity, etc.), the typical project finance structure, and key issues arising from developing project financed transactions. Some governments utilize a public sector comparator for calculating the financial benefit of a PPP (Buse, 2004).

In addition, Africa can maximise its enormous potential only if it is able to overcome its major health challenges through PPP in healthcare, argued medical experts and other stakeholders meeting at the seventh 7th West African Health Conference (WAH 2012) in Accra. Speaking at the opening session of the WAH 2012, Project Director, West Africa Health (WAH), Dr Wale Alabi, noted that private sector-led solutions to health problems are being championed globally with glowing successes in countries that have taken the option. He said the theme of the conference, ‘the emergence of public private partnership as a panacea for Health Care Development in West Africa’ has become a subject of major discussions and debates among the global healthcare leaders for which Africa and West Africa must key into. According to Alabi (2012), mastering the PPP in health is an absolute imperative if Africa is to manage and ultimately overcome the fundamental healthcare challenges facing this vast and beautiful continent. If PPP are a success, Africa could be a comfortable stable for the continent to unlock its massive potential of achieving total development. 
Risks of Public-Private Partnerships in the Public Health Sector
According to World Bank (2007), a number of key risks need to be taken into consideration in PPP. These risks will need to be allocated and managed to ensure the successful financing of the project. The party that is best placed to manage these risks in a cost effective way may not necessarily always be the private sector. However, there are a number of mechanisms products available in the market for project sponsors, lenders and governments to mitigate some of the project risks, such as hedging and futures contracts; insurance; and risk mitigation products provided by international finance institutions (World Bank, 2007).
Within the health sector, public-private partnerships are also the subject of intensely fueled debate (Health Action International, 2002). Several examples, which fall within this framework, highlight a potential for the creation of a powerful mechanism for addressing difficult problems by leveraging on the strengths of different partners; however, these also illustrate complex issues, as such arrangements bring together a variety of players with different and sometimes conflicting interests and objectives, working within different governance structures (Reich, 2000).
According to Buse (2004), ethical challenges, which are largely generic across the range of public-private partnerships relate to a number of dimensions. Firstly, many of the large partnerships involving a variety of players are of a transnational nature. However, against this backdrop, there are no global norms and principals, to set a framework within which global public health goals can be pursued in a partnership arrangement. Also, if public-private partnerships are not carefully designed, there is a danger that they may reorient the mission of the public sector, interfere with organizational priorities, and weaken their capacity to uphold norms and regulations. Such a shift is likely to displace the focus from the marginalized and may therefore be in conflict with the fundamental concept of equity in health. Another dilemma is that of social safety nets as it has been increasingly argued that engaging in a partnership mode provides the public sector an opportunity to renounce their responsibilities; this in a sense may lead to withdrawal of social safety nets. Failure to commit to maintain the role of the state in such partnerships may result in a laissez-faire attitude, prejudicial to the interest of the most vulnerable groups (Slack and Savedoff, 2005).
In addition, Widdus (2004) pointed out that there may be conflict of interest. Many partnerships are initiated on the premise that they fulfill a social obligation, and can involve good intentions on part of individuals and organizations. However the basic motive that drives the ‘for-profit’ sector demands that these involve a financial pay off in the long term. In such cases, the difference between corporate sponsorships and scientific philanthropic donations with long term visible public health goals needs to be clearly separated. This issue has been further complicated in recent years as many global health initiatives funded by endowments generated by foundations have partnerships with the private sector as a key feature. Such donor-recipient relationships bring in their wake many concerns. These include concerns relating to such arrangements providing the 'for profit' private sector an opportunity to improve their organizational image by engaging in cause-related marketing and concerns relating to these engagements facilitating access of the commercial sector to policy makers. On the other hand, many NGOs even in the developing countries are little more than lobby groups with a particular interest, which may or may not be aligned to public good (Widdus, 2004).
There are also concerns that such partnerships redirect national and international health polices and priorities and have the potential to defeat crucial local and national efforts. Also, according to Slack and Savedoff (2005), partnerships generally tend to aim for short term high profile goals and tend to pick the lowest lying fruits. Partnerships do have the mandate and cannot be held accountable to synchronize their activities with emerging processes within countries aimed at developing their health systems. Therefore if they are instituted in countries with weak health systems they have the potential to fragment the healthcare system by instituting independent vertical programs. The changing global agenda around 'vaccines' helps to highlight many of these issues. Previously polices around vaccination were grounded in the general principal that promoted equitable access to few vaccines around the world. However new initiatives and their vertical systems have less of a focus on sustainability, may not contribute to strengthening of the health system and have the potential of redirecting national health policies, which focus on equitable care (Widdus, 2004).

Moreover, operational and process-related challenges in public private partnerships relate to the legislative frameworks. Many developed countries have legislation to interface with the private sector (Health Action International, 2002). However in the developing world, there is a general failure, to have overarching legislation relating to public-private partnerships. As a result, such arrangements develop on an ad hoc and opportunistic basis and may have questionable credibility; as a results of this failure, polices and specific operational strategies fail to develop. Also, the expression ‘partnership’ gives the impression of equality. However many a times, a participatory approach to the decision making process is usually not optimally accomplished. This has implications of varying degrees. Almost all the large 91 transnational partnerships referred to earlier are focused on the developing world. However, among these, 85 have their secretariats in Europe and North America; the United States and Switzerland being the commonest host countries. Cleary this lack of proximity to the intended beneficiaries has a bearing on the manner in which the beneficiaries have a role in the decision making process (Bloom, 2010). The decision-making process in a partnership may also be biased because of the stronger partners influence. At a county level and in the case of governments interfacing with NGOs, the stronger partner, which his usually the Government generally tends to make the rules (Barlow et al, 2013).
In addition, skewed power relationships are a major impediment to the development of successful relationships. Governments in developing countries usually tend to assume core responsibility of the joint initiative and take charge of the weaker partner. In case of NGOs with outreach-related strengths, this usually takes the form of a 'contractual relationship' without much regard to the participatory processes, which should be key to a public-private partnership arrangement. In case of relationships with NGOs with technical strength, there are issues relating to power relationships of a more serious nature with regard to who assumes the leadership role (Widdus, 2004).
Mechanisms for Promoting the Success of Public-Private Partnerships in the Health Sector

To ensure success of PPP, the public sector needs to have its aims clearly defined in any partnership with private providers. The public sector has to understand right from the start what it needs and what it wants to achieve. Then when it goes to the private sector there is a greater clarity around the purpose of the whole arrangement. The private sector has something new to offer the public sector, it can bring a different approach, the art of the possible (Slack and Savedoff, 2005).
More so, the World Bank (2007) stated that governments tend to create Centralised PPP Units as a response to weaknesses in the central government’s ability to effectively manage PPP programmes. Different governments suffer from different institutional failures in the PPP procurement process, hence these Centralised PPP units need to address these different issues by shaping their functions to suit the individual government needs. The function, location (within government) and jurisdiction (i.e. who controls it) of dedicated PPP Units may differ amongst countries, but generally these include policy guidance and advice on the content of national legislation. Guidance also includes defining which sectors are eligible for PPPs as well as which PPP methods and schemes can be carried out. Approving or Rejecting proposed PPP projects i.e. playing a gatekeeper role that can occur at any stage of the process i.e. at the initial planning stage or at the final approval stage. Providing technical support to government organisations at the project identification, evaluation, procurement or contract management phase can also be helpful. Another strategy is capacity building i.e. training of public sector officials that are involved in PPP programmes or are interested in the PPP process. It is also vital to promote PPPs within the private sector i.e. PPP market development (Bloom, 2010).

Moreover, governance matters in PPPs if governments are to climb the maturity curve. This process requires putting into place the enabling institutions, procedures and processes surrounding PPP in order to fully benefit from PPP. This means also helping governments to play a critical role in the process and involving citizens as well as other stakeholders. Many governments, regional, international organisations and NGOs now recognize the importance of governance for economic development (UN, 2008). 
Consequently, UN (2008) proposed a number of principles for ensuring success of PPP. These are;

· Principle 1 – The PPP process requires coherent policies that lay down clear objectives and principles, identifies projects, sets realistic targets and the means of achieving them, with the overall aim of winning the support of the population for the PPP approach. A PPP policy is needed to set a ‘roadmap’ for implementation. Without it, there will be no mechanism to enable aspirations to materialize into concrete projects. 
· Principle 2 – Governments can build the necessary capacities in a combined approach which establishes new institutions and trains public officials while at the same time using external expertise. Developing skills inside governments presents a major challenge. There are a number of new skills that must be developed for PPPs, such as negotiation, contractual and financial skills. 
· Principle 3 – Investors in PPPs need predictability and security in legal frameworks, which means fewer, simpler and better rules. In addition, the legal framework needs to take account of the beneficiaries and empower them to participate in legal processes, protecting their rights and guaranteeing them access in decision-making. 
· Principle 4 – PPPs allow risk which is most able to be managed by the private sector, to be transferred to them. However, governments also need to accept their share and help to mitigate those allocated to the private sector in mutual support. Balancing risk is of crucial importance to PPP development. The main benefit from PPPs arises from the transfer of risk to the private sector. But such a transfer and the degree to which the private sector is ready to assume it sometimes impairs the feasibility of projects. 
· Principle 5 – The selection of the bidder should be undertaken following a transparent, neutral and non-discriminatory selection process that promotes competition and strikes a balance between the need to reduce the length of time and cost of the bid process and, acquiring the best proposal. Along these lines, corruption should be penalized as well. Transparency in PPP procurement means ensuring that information about the PPP procurement and contractual administration regime and individual PPP opportunities are made available to all interested parties (and particularly to potential suppliers and service providers). 
Conclusion
The role of public private partnerships in healthcare cannot be underestimated. Partnerships create a powerful mechanism for addressing difficult problems by leveraging on the strengths of different partners; they also package complex ethical and process-related challenges.
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