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INTRODUCTION
The concept of “health system 
governance” incorporates a wide variety 
of steering and rule-making functions 
carried out by governments in pursuit of 
policy goals. The “mixed health system 
model” – in which commercialized 
provision of health services in the private 
sector coexists with free or low-cost care 
in the public sector - is the norm in low- 
and middle-income countries (LMICs).1  
In this model, financial, managerial and 
performance gaps in the public sector 
combine with “market failures” in the 
private sector to exacerbate inequities 
in access and financial protection (see 
Box 1). Several leading global health 
agencies have noted that this is a 
model which calls for effective cross-
sectoral approaches to health system 
governance. Some have called on 
LMIC governments to develop strategic 
options for private sector engagement 

(henceforth: PSE) and build capacity to 
implement these.2

However, the response to this call 
has so far been muted. Most LMIC 
governments focus most of their 
attention on the public sector – e.g. 
broadening the base of financing or 
addressing performance problems 
within organizations and facilities 
directly administered by the state - 
while the private sector is (usually) a 
more peripheral concern.  

That is not to say that government are 
entirely inactive in this regard. Ministries 
of Health (MoH) usually have in force 
a small number of process-oriented 
regulations for the private sector – 
such as setting compulsory standards 
on premises, or certifying professional 
qualifications. However, far less attention 
is paid to actual performance – e.g. the 
range of products and services that are 
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1Nishtar, S. 2010. The mixed health systems syndrome. Bulletin of the World Health Organization. 88: 66-73
2As reflected in the 63rd WHA, which passed a resolution on Strengthening the Capacity of Governments to 
Constructively Engage the Private Sector in Providing Essential Healthcare Services.
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delivered in the private sector, the quality 
of the outputs delivered (e.g. their safety, 
appropriateness, efficacy and so forth), 
or their prices (which are usually paid by 
users directly). This represents a partial 
and inadequate approach to health 
system governance - especially when 
services are predominantly provided in 
the commercial market, as is the case 
for many critical service areas, in many 
countries.3

To address this gap, governments 
will need to develop or enhance their 
capabilities to: 
1. adopt a set of relevant ‘governance 

behaviors’ (as outlined in the current 

WHO Private Sector Roadmap) that 
can be regarded as the ‘software’ 
of PSE;4  as well as 

2. design and implement new policy 
frameworks, incorporating novel 
tools and strategies, that will 
reliably influence the incentive and 
accountability environment in which 
the private sector operates - which 
can be regarded as the ‘hardware’ 
of PSE. 

The aim of this report is to present a set 
of evidence-based principles that will 
help to influence (a) how stewardship 
behaviors are realized, and (b) how 
new policy frameworks and tools are 
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Box 1. “Failures” and other incentive problems in healthcare markets
It is a commonplace that markets in healthcare “fail” to maximize social welfare in a number 
of specific ways. Suppliers in markets distribute goods (products and services) to individuals 
according to their demand for them, a concept that includes willingness and ability to pay. 

However, in healthcare, individuals may not have the information needed to make the “right” 
choices about what to buy, or how much to pay, and so they may have demand for the “wrong” 
things – e.g. goods that will not effectively prevent, diagnose, or treat illness. In some cases, 
demand for such goods may also be “induced” by suppliers, exposing the patient to health and 
financial risks.1  

For example, the demand for some highly cost-effective goods is far lower than is optimal from a 
public health point of view – e.g. the demand for preventive health goods is much lower than is 
required to achieve key goals in relation to immunization, or the prevention of malaria or water-
borne diseases, so that people are reluctant to pay even very low prices for them.1 In addition, 
patients are often unable to assess the safety, efficacy and quality of goods available from 
different providers, and make ill-informed decisions about where to receive care. 

This means that low-quality providers can enter markets and sustain their activities (however 
damaging to the health interest) for long periods, as patients continue to purchase their products 
and services. And finally, of course, patients may be unable to access the health products and 
services they “need” - simply because they lack the funds to buy them or can do so only by 
foregoing other basic necessities (food, fuel, shelter etc.).

3Research shows that the private sector is the dominant source of treatment for children with diarrhea, fever or 
cough in a sample of 70 LMICs. See: Grepin, K. 2016. Private Sector An Important But Not Dominant Provider Of 
Key Health Services in Low- And Middle-Income Countries. Health Affairs 35, no.7. 1214-1221.
4The Advisory Group on the Governance of the Private Sector for UHC. Engaging the private health service 
delivery sector through governance in mixed health systems. December 2019. Impact for Health/WHO.
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deployed to effectively serve the public 
health interest. Through a comprehensive 
document analysis, alongside a set of 
key informant interviews with senior staff 
in WHO departments, WHO regional 
offices, and key development partners 
and INGOs5  we identified four principles 
of effective PSE that should underpin 
such efforts:
• Principle (1) Well-functioning mixed 

health systems rely on strong 
governance 

• Principle (2) Effective PSE 
approaches are defined by 
“problems” not “solutions”

• Principle (3) Successful governance 
of the private sector requires good 
data

• Principle (4) The private sector 
needs to be engaged in a meaningful 
dialogue

Below, each of these principles is 
outlined and explained in detail.

THE PRINCIPLES OF 
ENGAGEMENT 
Principle (1) Well-functioning mixed 
health systems rely on strong 
governance

As Box 1 highlights, without government 
intervention, markets in healthcare fail 
to provide the “right” range of services, 
to the “right” people, at the “right” price. 
Governments need to intervene in health 
markets to correct such failures - and, 
more generally, ensure that incentives 
and activities in the market are aligned 
with health policy goals, such as UHC. 

There are a number of well-functioning 
health systems in which policymakers 
have learned how to do this – how to 
govern markets in the health system in 
ways that reliably address key failures. 

This approach to indirect governance 
(i.e. governance over parts of the health 
system legally outside of the state) 
is based on the routine deployment 
of private sector-focused ‘tools of 
government’ (see Box 2).

Tools of government, then, are 
mechanisms used by policymakers to 
shape the incentive and accountability 
environment in which market actors 
operate. In well-functioning health 
systems, governments tend to deploy 
such tools as a ‘package’, which 
influences different aspects of a 
market’s operation simultaneously. For 
example, a financing tool (vouchers or 
insurance) can be used to strengthen 
demand for essential health services, 
while a regulatory tool (accreditation or 
licensing) can ensure that demand is 
addressed only by competent providers. 
Demand-side information can also be 
used, e.g. to inform patients’ decisions 
about what to ‘buy’ (and from whom), 
while market information can be 
provided so that providers understand 
patient demand and preferences, 
shaping key decisions regarding 
investment and promotion.

Our review of the institutional 
arrangements that exist in well-
functioning mixed health systems 
reveals a pattern: some service areas 
are more market-oriented than others 

PRINCIPLES FOR ENGAGING THE PRIVATE SECTOR IN UHC

5See the acknowledgments section for a list of the experts consulted in the research. The authors are fully 
responsible for any inaccuracies in this report, and it is not necessarily the case that the experts consulted 
endorse the analysis herein.
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(see Figure 2). In 58 countries surveyed 
by the OECD in 2012 and 2016, 
ownership of provider organizations was 
predominantly in the private sector in 
relation to retail pharmacies, outpatient 
specialists and primary care; and 
predominantly in the public sector in 
relation to hospital services.6

This variation between services is 
widely recognized, even if the reasons 
for it are less understood. Experts 
point to two key features of service-
specific markets that seem to influence 
governance approaches: (i) the degree 

of “contestability” in the market (i.e. 
how competitive it is) and (ii) the 
“measurability” of the related product(s) 
(i.e. how easy it is to specify what we 
‘want’, and verify whether this is being 
obtained).7  For example, the pharmacy 
sector tends to be highly competitive 
because barriers to market entry are 
low; and, also, the required ‘products’ 
are relatively easy to specify and 
verify. Therefore, a limited package of 
regulatory tools – often focusing on 
licensing, as a means of ensuring that 
only qualified providers are able to 
operate in the market – have in practice 

PRINCIPLES FOR ENGAGING THE PRIVATE SECTOR IN UHC

6OECD Health System Characteristics Surveys 2012 and 2016. Available at: http://www.oecd.org/els/health-
systems/characteristics.htm.
7Preker, A, Harding, A & Travis, P. 2000. “Make or buy” decisions on health care goods and services: new insights 
from institutional economics and organizational theory. Bulletin of the World Health Organization; 78(6): 779-790.

Box 2. Stewardship of the private sector using ‘tools of government’ 
In the public policy literature, mechanisms used by states to influence the behavior of individuals 
and organizations in response to a defined problem (e.g. reducing financial barriers to access; 
enhancing the supply of products and services; enhancing the level of demand for qualified 
medical knowledge; ensuring that only safe, effective and appropriate care is available to the 
population) are called tools of government.i  First, Financing Tools - such as grants, loans, 
voucher payments and contracts - are used to increase consumption of goods that would be 
under-utilized in a ‘free’ market. Second, there are several Regulatory Tools that rely on the 
state’s power to compel certain behaviors, and/or prohibit others, or use information to ‘nudge’ 
actors’ behaviors towards alignment with policy goals. 

Figure 1. The tools of government for indirect governance of the private health sector

i Salamon, L. The tools of government: A guide to the new governance. 2002. New York, Oxford University Press.

Financing Tools
Demand-side (vouchers, insurance) Supply-side (contracts, grants, loans)

Regulatory Tools
Social (licensing, certification, accreditation) Economic (anti-trust)

Information Tools
Demand-side (patient information) Supply-side (market information)  
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Box 3. Regulating retail pharmacies to ‘harness’ market forces for the public interest
Most retail pharmacies in France are privately owned and operate in a competitive market, in 
which patients are free to choose from whom they buy their medicines. However, the incentive 
and accountability environment in which providers operate is highly regulated.1 To maintain 
their license and be eligible to receive social insurance reimbursement, pharmacists must abide 
by a range of regulations relating to key aspects of provision, including dispensing, opening 
hours, and quality standards. In addition, pharmacists must maintain their registration with the 
relevant professional body. Prescription prices are standardized, based on outcomes from a 
process of public-private dialogue institutionalized under a government commission. Patients 
are reimbursed for the majority of their costs under the social insurance scheme (mostly funded 
via income-based contributions, topped up by general government budgets), and make a co-
payment only if they request a branded drug rather than a generic equivalent.7 
 
In this market, a combination of financing and regulatory tools are being deployed to:
• Create the rules in which retail pharmacies are legally obliged to operate (economic 

regulations), enabling public agencies to influence both the nature and extent of provider-
patient interactions;

• Enforce quality standards (social regulations) and encourage the retail pharmacy sector to 
take additional responsibility for quality assurance via co- and self-regulation; and

• Facilitate voucher-style payment to pharmacies (i.e. social insurance reimbursement for 
eligible providers) (financing), supporting access, and ensuring that money follows the 
patient.

The result is that, while the retail pharmacy sector in France is largely owned by the private 
sector, the government is able to create an incentive and accountability environment that 
safeguards quality of care, value for money, and, to a large extent, equity of access (at least for 
the insured population).

been sufficient for effective governance 
of this sector.

Box 3 illustrates how France deployed 
a variety of tools of governments to 
harness the market while ensuring safety 
and accessibility to needed medicines.

One interpretation of Figure 2 is that 
some markets are more difficult to 
regulate than others. For government 
organizations (such as MoH) with nascent 

or emerging organizational capabilities 
in indirect governance – i.e. the normal 
case in LIMCs – it may be prudent to 
concentrate initial PSE activities in 
more market-oriented segments of the 
health system (i.e. those on the right-
hand side of the figure). Then, over 
time, as government organizations 
become more experienced in PSE, and 
enhance their capabilities to do this 
successfully, they may be able to tackle 
more complex, and perhaps more 

PRINCIPLES FOR ENGAGING THE PRIVATE SECTOR IN UHC
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contentious, markets through indirect 
governance. 

In well-functioning mixed health systems, 
governments have managed to do 
so. For example, they have built and 
sustained the organizational capabilities 
(underpinned by substantial public 
financing) required to specify and verify 
required standards of primary health 
care. Hence, health systems in these 
countries are able to take advantage 
of the benefits of private provision 
(e.g. greater responsiveness to patient 
preferences and strong incentives to 
manage costs) while ensuring that 
patients’ interests are protected, in 
essential health services (see Box 4).

In contrast, governments typically find it 
more difficult to adequately specify and 
verify the range of services provided 
in more complex service areas, such 
as acute inpatient care. Effective 
governance in such areas requires a 
far more interventionist approach (and 

therefore much stronger government 
capacity). Indeed, even in many well-
functioning mixed health systems, 
governments have taken steps to ensure 
that most acute inpatient care providers 
(i.e. hospitals) are predominantly owned 
by the public sector and/or not-for-profit 
organizations.

PRINCIPLES FOR ENGAGING THE PRIVATE SECTOR IN UHC

Figure 2. The balance between public and private provision varies across service areasDRAFT
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PRINCIPLES FOR ENGAGING THE PRIVATE SECTOR IN UHC

Box 4. Indirect governance of health markets through using a ‘package’ of tools of 
government
In the majority of OECD member states, primary care services to the population through a large number 
of small-scale clinics – operating as SMEs . As Table 1 (below) shows, primary care is in this sense 
predominantly a small-scale private sector ‘industry’, in most OECD countries. However, it is an industry 
that is heavily regulated by governments – indeed, to such an extent that it resembles in many respects 
a public sector ‘industry’ (and may be perceived as such by patients!). These OECD countries rely on 
indirect governance (i.e. deployment of a range of tools) to ensure that private provider actions are 
aligned to public health objectives:
• Delegate authority to professional bodies with the legal power to control entry into the ‘industry’ 

and the responsibility to assure members continuously quality meet standards in providing goods/
services (social regulations);

• Provide grants and service contracts to address spatial inequities in access (supply-side financing); 
and

• Facilitate voucher-style payment to clinics (i.e. government/ insurance reimbursement for eligible 
providers) supporting access and ensuring that money follows the patient (demand-side financing).

Table 1. Predominant form of ownership and the share of total primary care provision 
accounted for by the private sector ‘segment’ in 26 OECD countries

Source: Data is from primary care and outpatient specialist services from OECD Health System Characteristics 
Survey 2012 and 2016. Analysis by Mirja Sjoblom, Senior Economist, World Bank

As Table 1 makes clear, OECD countries have achieved private provision of private health care through 
different paths based on the selection and combination of the tools of government.  Regardless of the 
path chosen,  the majority of public and private primary care clinics are reimbursed for the cost of service-
delivery through social insurance (sometimes referred to as the Bismarck Model) or by government 
directly in NHS-style system (also referred to as the Beveridge Model), and face a range of regulations 
they must comply with to remain eligible for such payments.

COUNTRY PREDOMINANT 
OWNERSHIP

PRIVATE 
SEGMENT % COUNTRY PREDOMINANT 

OWNERSHIP
PRIVATE 

SEGMENT %
Australia Private 89 Japan Private -
Austria Private 80 Korea Private -
Belgium Private 75 Luxembourg Private -
Canada Private 52 Netherlands Private 54

Denmark Private - New Zealand Private 52
Finland Public 88 Norway Private -
France Private 65 Portugal Public 100

Germany Private 76 Spain Public 97
Greece Private 60 Sweden Mixed -
Iceland Public 95 Switzerland Private -
Ireland Private - Turkey Public -
Israel Public - UK Private 90
Italy Private 65 United States Private 90DRAFT
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or on available tools and methodologies 
– a phenomenon called “Maslow’s 
Hammer” – this can lead to negative 
impacts from PSE (see Box 5). 

Indeed, the history of health system 
strengthening in high-income countries 
highlights this key attribute of effective 
PSE: the focus on problems as the 
driver of solutions. After the Second 
World War, governments in western 
Europe, Canada and Japan faced a 
common set of problems. However, 
each country responded in a unique 
way, according to an in-depth 

Principle (2) Effective PSE approaches 
are defined by “problems” not 
“solutions”

Development partners play an important 
role in providing technical support to 
MoHs in LMICs. Officials tend to view 
development partners as sources of 
objective, evidence-based advice. 
However, development partners’ advice 
can be influenced by organizational 
priorities, or swayed by the latest 
development ‘fad’ in PSE. If there is 
over-reliance on pre-designed solutions 
– a process called “isomorphic mimicry – 

PRINCIPLES FOR ENGAGING THE PRIVATE SECTOR IN UHC

Box 5. Avoiding “Maslow’s Hammer”
“I suppose it is tempting, if the only tool you have is a hammer, to treat everything as if it were a 
nail.” Abraham Maslow, The Psychology of Science, 1966. 

The concept known as “Maslow’s Hammer” is a form of cognitive bias that stems from over-
reliance on an available tool. Increasingly, LMICs are establishing specialist public private 
partnership (PPP) units, and are drafting legal and regulatory reforms that encourage health 
authorities to undertake specific forms of PPP. In this context, Ministries of Health are armed 
with a hammer – a highly complex tool that bundles together in a single contract an extensive 
range of complex services – and they need only to find a suitable nail. The consequences of 
this process - finding a problem to match a solution - can be dire. In 2008, the government of 
Lesotho procured a PPP project incorporating the part-financing, construction and operation 
of a 425-bed hospital, a gateway facility and three ‘filter’ clinics in Maseru. The transaction 
was modeled on PPP contracts undertaken for similar infrastructure in high-income countries – 
though it was more ambitious in terms of the range of activities transferred to the private sector – 
which included primary, secondary and tertiary care services. The Ministry of Health in Lesotho 
had limited capacity to plan, procure, manage and pay for this deal, leading to a monopolistic 
procurement process (there was only one bidder), errors in the payment mechanism (the failure 
to share demand risk with the private sector) and severe affordability problems, leading to a 
distortion of government resources to acute care and, ultimately, a series of creditor defaults (as 
delays in payment undermined the ability of the contractor to meet scheduled debt payments). 

Source: Hellowell M, Are public–private partnerships the future of healthcare delivery in sub-
Saharan Africa? Lessons from Lesotho, BMJ Global Health 2019;4:e001217.
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understanding of the problems to be 
addressed and an objective appraisal of 
existing governance capabilities. 

A key development across these 
countries was the attempt to insulate 
people from direct healthcare costs. 
Most governments explored a range 
of strategies and introduced some 
form of financing tool: in some cases, 
a voucher-style payment to individuals 
(i.e. insurance), and/or direct ownership 
of the public health delivery system.8   
These reforms reduced the direct 
individual costs of service use, thereby 
enhancing equity of access and 
financial protection. However, these 
reforms also created new “problems” 
– the increased demand for, and the 
rising cost of, healthcare. Accordingly, 
several countries introduced new tools 
of government aimed at containing costs 
without reducing quality of care – a goal 
that included an increase in government 
ownership in some service areas 
(especially acute care) but, in most 
other areas, a strengthening of indirect 
governance capabilities, and a shift 
from ‘passive’ to ‘strategic purchasing’ 
approaches with respect to the (often 
quite extensive) private sector. 

There were some common features in 
the responses. For example, in the retail 
pharmacy sector, all countries required 
service providers to be licensed and/or 
contracted by state agencies. However, 
there were important differences in the 
range of tools deployed. For example, 
in the United States, government 
agencies achieved downward pressure 
on prices largely through incentives and 

requirements put in place by insurance 
companies (including social insurance 
organizations), thereby impacting whole 
supply chains, while in Canada, and in 
western Europe, government achieved 
equivalent effects through centralized 
price regulation.9

These experiences highlight how 
effective PSE activity needs to be 
founded on how the market system 
needs to change to address a prioritized 
problem. The solution to be implemented 
needs to match that problem (i.e. what 
actors and actions are implicated in 
the problem; how can incentives be re-
shaped to change related behaviors, 
and what capabilities - e.g. what skills, 
what data, what dialogue platforms - are 
needed to implement the required tools 
of government). As such, they provide 
a useful source of information to guide 
the future PSE efforts of LMICs without 
encouraging direct mimicry or adoption 
of pre-defined solutions.

Principle (3) Successful governance 
of the private sector requires good 
data

Designing sound policy to harness 
private sector capacity to advance UHC 
objectives requires sound data. 

How, for example, can a government 
enter into contracts with a network of 
primary care providers without knowing 
some basic facts, such as how many 
providers the network includes, and 
where they are located? How can you 
determine if quality is good or bad 
in the network without data on the 

PRINCIPLES FOR ENGAGING THE PRIVATE SECTOR IN UHC

8Cutler, D. M. Equality, efficiency, and market fundamentals: the dynamics of international medical-care reform. 
Journal of Economic Literature 40(3) (2002), 881-906.
9Kanavos, P, Schurer, W and Vogler, S. 2011. The pharmaceutical distribution chain in the European Union: 
structure and impact on pharmaceutical prices. Available at: http://eprints.lse.ac.uk/51051/
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quality standards in use, or the status 
of self- or peer-regulation in the field? 
All LMIC governments collect (at least 
some) equivalent data for public sector 
providers – and often, also, faith-based 
and non-governmental organizations 
(FBOs and NGOs). However, data on 
the private sector, in particular the for-
profit sector - are often lacking.10 This 
has not prevented Ministries of Health 
in LMICs from designing health policies 
and regulations that have a material 
effect on private sector activities – for 
better or worse. 

Box 6 illustrates how such well-intended 
policies and programs can go wrong in 
this context.

Data on the private sector is typically 
poor in LMICs, for several reasons:
• Government’s attitude that the private 

sector is ‘someone else’s problem’ 
means that it is not regarded as a 

priority to collect data on it.
• Development partners do not 

recognize the private sector’s 
contribution to healthcare supply, 
and therefore do not routinely collect 
data on related activities.

• Government agencies may not have 
the systems or staff to undertake the 
necessary data collection.

• LMICs Ministries often lack the 
capacity to analyze data, particularly 
market data, on private sector 
activities. 

• On the private sector side, private 
providers do not report to the Ministry 
of Health for fear of increased 
taxation and other forms of state 
scrutiny. 

• Lack of reciprocity (i.e. MOHs often 
do not consistently share information 
- particularly on policy reforms and 
regulatory changes).

There is a growing experience in 

PRINCIPLES FOR ENGAGING THE PRIVATE SECTOR IN UHC

Box 6. Right problem, inadequate data, wrong solution
• A donor project’s goal was to support Ethiopia’s Federal Ministry of Health to increase 

access to TB services through the private sector. However, there was limited accurate data 
on how many private providers had the capacity (e.g. the clinical skills, equipment, and 
access to medicines) to diagnose and care for TB patients in accordance with specified 
clinical standards. Moreover, the designers of the project failed to review existing regulations 
to determine if private providers were actually authorized – and they were not – to deliver 
TB services. The project was delayed for upwards of two years while the regulation was 
modified.

• A project was designed to increase access to modern family planning methods through 
private sector providers in rural areas of Kenya. Ultimately the project failed because the 
project designers did not conduct market research to determine the number of private 
providers in the targeted rural areas, their capacity, or their interest in providing FP services. 
Once they collected the necessary research, the implementers of the project concluded 
there would be insufficient supply of essential healthcare workers (i.e. doctors, nurses and 
formal pharmacists) available to address program objectives through the private sector. 

10Based on USAID and World Bank experience of conducting over 36 private health sector assessments.
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collecting data on the private health 
sector in LMICs (NB. our focus here is 
on local data collection approaches). 
There are different types of research 
approaches and they fall into four broad 
categories: (i) Sector Analysis; (ii) Health 
Market Analysis or feasibility studies that 
relate to a specific sub-market or a market 
related to a particular procurement; (iii) 
Provider Research; and (iv) Consumer 
Research (see Figure 3).

Each of these approaches aims to 
address basic facts about the market, 
including. 
• The scale and composition of the 

private health sector;
• The product/service areas it works 

in;
• The consumer groups for which they 

perform these activities;
• Any geographical locations and 

urban/rural division;
• Their approaches to revenue 

collection, and the prices being 
charged; and 

• Policy-relevant aspects of demand 
(e.g. preferences and price/income 
elasticities). 

The following is a brief description of 
each approach outlined in Figure 3.

• Private health sector assessment 
(PHSA).11 The PHSA is considered 
the “gold standard” in this research 
area because it allows policymakers 
to explore the full range of market 
actors relating to a specific product 
or service area. The PHSA draws 
on existing data sources – both 
international (Demographic Health 
Surveys, National Health Accounts, 
World Bank Statistics), domestic 
sources (MOH service statistics, 
legal frameworks and regulations, 
and national health sector and 
financing strategies) as well as 

PRINCIPLES FOR ENGAGING THE PRIVATE SECTOR IN UHC

Sector Analysis
Private Health Sector Assessment

Health Market Analysis
Market Scoping Exercise; Project-Specific Analysis

Provider Research
Facility Census; Provider Knowledge, Attitudes, Perceptions (KAP) 
Research

Consumer Research
Patient Pathway Analysis; Consumer Health Seeking Behavior and KAP 
Research

Figure 3. Types of data collection exercises relating to the private health sector in LMICs

11The PHSA approach was developed with support from USAID and World Bank. Consult https://assessment-
action.net/ for more information on the methodologies employed.
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the published literature. However, 
primary data is also collected in-
country. For example, stakeholder 
interviews are conducted with a 
broad range of public and private 
stakeholders in both urban and rural 
settings to complement the review of 
secondary sources. Box 7 illustrates 
the types of data generated by the 
PHSA. 

• Health Market Analysis. Many 
approaches are used to provide 
a descriptive account of a health 
market’s core characteristics (e.g. Box 
8 shows the type of data generated 
from Market Scoping Exercises). 
Such methods can serve to make 
the private sector more ‘legible’ to 
policymakers, thereby providing a 
starting point for diagnosing problems, 
identifying the most promising 
opportunities for leveraging the 
private sector, and ensuring that the 
right organizations are ‘at the table’ 
when defining PSE policies and/or 
implementing them in the market. 
International consulting firms, such 
as PricewaterhouseCoopers and 
KMPG, have developed standardized 
approaches to market-scoping, based 
on methods used in other sectors. 
Development Banks have also 
developed similar tools to determine 
the viability of private investments in 
specific health markets/businesses, 
alongside methods for conducting 
financial and economic analysis for 
public-private partnerships.

• Provider Research.   Both 
qualitative and quantitative methods 
are used to collect data on private 
sector providers, their location, 

their capacities and interests. In 
high-income countries, a lot of 
useful data is collected through 
routine regulatory systems (e.g. 
facility licensing, HR certification, 
accreditation, facility inspections 
and capital planning processes). 
In contrast, LMICs do not always 
have these tools in place - and if 
they do, they do not collect the 
data systematically. Moreover, the 
private sector under-report to DHIS 
– health information system widely 
used in LMICs. To compensate 
for this gap, an increasing number 
of LMICs are investing in master 
facility lists, facility census and GIS 
mapping. The quantitative data is 
combined with qualitative data to 
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Box 7. Data generated by a typical 
Private Health Sector Assessment
• Landscape of all actors in health 

sector and/or sub-sector
• Public-private mix of health 

facilities, pharmacies and drug 
stores, and medical labs

• Public-private mix of supply chain 
sub-sectors

• Public-private mix of human 
resources in health by cadres and 
geographic locations

• Public-private mix of health training 
institutes 

• Health financing trends including 
overall private expenditures and by 
sub-sectors

• Public-private mix of key health 
areas

• Policy review influencing private 
health sectors
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assess: (i) what the private sector can 
feasibly offer in terms of PSE (e.g. its 
clinical skills, infrastructure, quality 
standards, etc.), (ii) its willingness 
to partner with government, and (iii) 
the key barriers to partnership (e.g. 
regulatory, market conditions, access 
to capital, business skills, etc.).

• Consumer Research. In high-
income countries, larger healthcare 
groups will tend to collect data on 
key aspects of consumer behavior 
and preferences, including the 
service and product attributes 
most valued by consumers, and 
how these differ among consumer 
groups (e.g. different demographic, 
socioeconomic, education and 
gender groups). This type of 
research assists businesses to 
adapt their resource allocation and 
marketing decisions to expand their 
market share and revenues. In most 
cases, they hire marketing firms that 
specialize in healthcare. Key actors 
in the global health community, 
through implementing partners such 
as Population Services International 
and Johns Hopkins Population 
Center, have leveraged traditional 

consumer research methodologies 
in OECD markets and applied them 
to health in LMICs. Of the three 
methodologies most used, focus 
groups and exit interviews are the 
most common while opinion polls 
and consumer surveys less so. Box 
9 shows the type of data collected.

While not specifically designed to 
focus on the private sector, the Patient 
Pathway Analysis (PPA) method 
is also relevant as a methodology 
to understand patient use of public 
and private services. This approach 
describes the steps that individuals 
with a specific need, like treatment for 
tuberculosis, or maternity care, take 
between their initial presentation of 
their symptoms to cure. The results of a 
PPA reveals key gaps in care-seeking, 
diagnosis, treatment initiation, and 
continuity of care (whichever sector 
such gaps relate to), and can be used as 
inputs into an evidence-based process 
of identifying and developing private 
sector engagement actions to address 
gaps in patient care. 

Collecting data on the private health 
sector is expensive. The cost can range 
from as little as $25,000 for a small-scale 
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Box 8. Data generated by market 
research
• Market size
• Effective demand
• Market segments
• Market trends
• Market barriers
• Market competition
• Cost
• Price

Box 9. Data generated by consumer 
research
• Current demand
• Potential demand
• Consumer preferences for 

providers / products
• Consumer ability to pay
• Consumer willingness to pay
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market scoping exercise, to $150,000 
for a comprehensive PHSA, and even 
$500,000 for a large-scale project 
such as a nationwide facility census.12 
However, governments should not shy 
away from making such investments. 
So long as a government is clear about 
what the research is for, how it will be 
used, and how this will help contribute to 
strategic objectives, the research is likely 
to generate significant net returns in 
better problem-identification and policy 
design. In addition, data can also help 
to raise awareness of the private sector 
as a cause of, and a potential source of 
solutions to problems that have been 
prioritized by local actors. Indeed, both 
PHSA and Patient Pathway Analysis 
have helped, and are helping, to raise 
policymakers’ awareness of problems 
with regard to the private sector.13 Box 
8 offers guidance in selecting which 
research to undertake.

Principle (4) The private sector 
needs to be engaged in a meaningful 
dialogue

In the past two decades, a new 
development paradigm has emerged. 
Increasingly, development partners, 
governments, and private health sector 
alike agree that sustainable development 
requires all key players to work together 
for change.14 Several factors have 
contributed to this change in view:
• The long history of failed development 

approaches that focus exclusively 
on strengthening the state and its 
administrative apparatus. 

• The increasing emphasis 
governments place on participation 

and dialogue as methods for 
bolstering their legitimacy, fostering 
transparency and strengthening 
accountability.

• Changing expectations about the 
role of non-state actors in policy 
processes, demanding greater 
transparency and accountability 
between governments and those 
actors. 

The experience of high-income countries 
suggests that successful collaboration 
in the health sector requires effective 
engagement and dialogue. High-income 
countries have a long tradition of working 
with the private health sector through 
established, formal mechanisms to 
tackle difficult issues - such as physician 
reimbursement, benefit packages and 
quality assurance. For example, in 
France, as we have seen, prescription 
prices are standardized, based 
on outcomes from a public-private 
dialogue (PPD) platform organized 
under a government commission. 
Similarly, in Germany, the fixed “per 
case” prices of hospital services are 
negotiated between sickness funds 
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Box 11. Definition of PPD
“PPDs are structured mechanisms 
– both temporary and permanent – 
anchored at the highest practical level, 
coordinated by a light secretariat, 
that facilitates a process involving a 
balanced range of public and private 
sector actors to identify, filter, prioritize, 
accelerate, implement, and measure 
policy reforms and actions.”
(Adapted from Herzberg, 2011)

12Estimates based on USAID and World Bank projects located in LMICs. Costs will be higher in OECD countries
13See, for example: Hanson C, Osberg M, et al. Finding the Missing Patients With Tuberculosis: Lessons Learned 
From Patient-Pathway Analyses in 5 Countries. The Journal of Infectious Diseases, Volume 216, Issue suppl_7, 6 
November 2017, Pages S686–S695.
14Herzberg, B and Wright, A. 2006. The Public-Private Dialogue Handbook: A Toolkit for Business Environment 
Reformers. Available at: http://siteresources.worldbank.org/INTEXPCOMNET/Resources/PPD_Handbook.pdf

DRAFT



15

and hospital organizations through a 
dialogue platform that brings together a 
wide range of stakeholders (providers, 
insurers, unions, employers, and state 
actors) at the national level. In primary 
care, high-income countries have a 
variety of procedures in place but, in 
each case, a platform exists in which 
key stakeholders - including professional 
associations – participate to agree on 
outputs, standards and/or prices.

Figure 4 illustrates six key attributes of 
successful public-private dialogue.15  

These are:
1. leadership by a core group of local 

public and private sector champions 
who “own” and “drive” the PPD 
process; 

2. balanced representation between 
and within sectors; 

3. organizational structures including 
budgetary resources and staffing 
to ensure the capacity exists to 
manage day-to-day operations;

4. a common agenda that aligns 
partners and is focused on delivery;

5. shared metrics that use data to 
make decisions, inform the dialogue 
process, demonstrate results and 
hold partners accountable for their 
(in)action; and

6. mutually reinforcing activities that 
harness the collective actions of all 
stakeholders.  

Where PPD forums exist in LMICs, they 
tend to not possess these attributes. 
There is still considerable mistrust 
between the public and private sectors 
due to the lack of understanding of 
the private health sector’s intentions, 
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Figure 4. The six key attributes of an effective public-private dialogue platform

15The work of Herzberg and Wright (2006), on which these good practices are based, is the product of a 
comprehensive review of case studies and synthesis research papers on techniques for promoting successful 
dialogue, including major studies by the World Bank, DFID, and the OECD Development Centre.
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and suspicion of the profit motive. Also, 
deep rooted philosophical beliefs and 
negative personal experiences are 
cited as major barriers to interactions 
between public and private stakeholders 
(see International Finance Corporation 
2011).16 In many developing countries, 
interactions between the public and 
private health sectors are punitive, with 
LMIC MOH regulations and guidelines 

implemented more strictly than in other 
sectors. The lack of understanding 
between the two main players in health 
systems burdens the very population 
groups who need the services the most 
(see Box 12).

PRINCIPLES FOR ENGAGING THE PRIVATE SECTOR IN UHC

Box 12. African Health Markets for Equity (AHME)

Many LMICs have embraced social health insurance (SHI) as a mechanism for achieving UHC. By giving 
private providers the right to be reimbursed under SHI, governments can increase access to health 
services for covered populations while enabling private providers to grow their businesses. Realizing this 
potential is difficult, especially in primary care, a sector that tends to be highly fragmented. The African 
Health Markets for Equity (AHME) project - financed by DfID and the Bill and Melinda Gates Foundation 
- worked to address these challenges in Nigeria, Kenya and Ghana. The project aimed to help poor 
people enroll in SHI schemes. AHME also has worked with small-scale private providers to assist them 
to become accredited so that they could provide free services to poor people and be reimbursed under 
SHI. While the quantitative analysis of enrollment outcomes achieved under the project is still being 
undertaken at the time of writing, extensive qualitative research on the project has been completed. This 
research has shown that, while some poor people were successfully enrolled under the AHME project, 
most failed to renew scheme membership. The costs of renewal were seen by many as poor value, given 
that accredited service providers were often hard to access. Two reasons emerged why there were few 
private providers participating in SHI. First, the process of accreditation was complicated and poorly 
understood by providers. Second, SHI payments to smaller facilities were often delayed, if they arrived 
at all, and small providers did not have the working capital to provide services  based on unpredictable 
payments. In this context, it is no surprise that many providers were charging patients at the point of 
demand – undermining the UHC principles at the heart of the scheme. Governments and regulators 
involved in the SHI scheme did not understand the constraints faced by small-scale providers which 
ultimately, lead to the project’s failure to address the obstacle. AHME project supported a PPD platform  
to facilitate dialogue to address these implementation as they arose. But large healthcare businesses 
dominated the dialogue process and the voice of small-scale providers was not adequately heard. 
Although in one small case, the AHME project’s efforts highlight the need to ensure PPD processes 
follow the best practices. A more balanced and representative number of private sector providers as 
well as clear leadership of champions may have headed off the political capture of the strong interest 
group. Moreover, the lack of information and buy-in from the affected providers ultimately undermined 
the project’s success.

Source: For a summary of the available qualitative research, see: Boddam-Whetham, L 2019. Leveraging private 
health providers to achieve Universal Health Coverage: Lessons from the African Health Markets for Equity project
Available at: http://www.hanshep.org/our-programs/AHMEresources/LessonsfromAHMEfinal002.pdf

16International Finance Corporation. 2011. Healthy Partnerships : How Governments Can Engage the Private 
Sector to Improve Health in Africa. Available at: https://openknowledge.worldbank.org/handle/10986/2304
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CONCLUSION
In this report, we have presented a 
set of evidence-based principles we 
believe can support LMIC policymakers 
to establish sustainable improvements 
in mixed health system governance. 
Collectively, our four principles highlight 
the importance of building government’s 
capabilities to engage the private sector 
in pursuit of its key objectives. Markets 
cannot deliver the equity of access and 
financial protection that is called for 
by the UHC ideal. Governments need 
to intervene – and by doing so in an 
informed, evidence-based way, they 
can leverage the advantages of the 
market while protecting the public health 
interest. 

This means a new way of doing 
‘governance’ that is more inclusive, 
and can deliver the key governance 
behaviors outlined in the WHO’s Private 
Sector Roadmap. Key principles that 
underpin this are: 
• the need to taking account of 

experiences in well-functioning mixed 
health systems, but not seeking to 
mimic these, or adopt wholesale a 
particular instrument or method;

• the importance of focusing PSE on 
problems that are prioritized by actors 
in the local context (and therefore 
command the support of key policy 
actors);17

• placing emphasis not on particular 
interventions but on the set of 
organizational capabilities needed 
to deploy tools of government as a 
matter of routine; and

• building solutions from prioritized 

problems by accessing good data 
on the private sector delivery system 
– its operations in different service 
areas, its sources of revenue and 
the prices it levies, and the nature of 
demand for its services. 

All of these goals are more readily 
achievable when there is a real, live, 
functioning dialogue between the 
government, development partners and 
the private sector. Over time, as such 
platforms are institutionalized, such that 
policy processes routinely include data 
on the private sector, and its interests 
and motivations, there is likely to be a 
profound and positive impact on the 
effectiveness of mixed health system 
governance.
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17As a rule of thumb, defining which challenges/problems can be regarded as priorities can be done by examining 
key policy statements, such as National Health Sector Strategies, or National Health Financing Strategies. 
Ensuring that strategic options for, and capacity-building linked to, PSE is likely to be a sensible approach.
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