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n many developed and devel-

oping countries health sector

reform (HSR) has been on the

policy agenda for some time,

and in many of these countries,
especially in sub-Saharan Africa, re-
forms are now being implemented
(Cassels 1995). In contrast in Sri Lanka
pressure for HSR has been less in-
tense, from both donors and internal
sources. However, the appointment of
a Presidential Task Force on the Im-
plementation of National Health Policy
recently is a first sign that Sri Lankan
policy-makers are seriously address-
ing HSR. The main purpose of this
article is to explore current trends in
the provision and financing of health
care services in Sri Lanka with a view
to assessing whether the health sector
is really moving along the path of re-
forms and if so its progress. This would
lead to theidentification ofissues which
policy forums should address in re-
forming the health sector.

Forms of Health

Inefficient use of scarce resources,
lack of access to health care, and serv-
ices which are unresponsive to the
needs of the people are problems en-
countered by the health sector in many
developing countries. The need to
achieve an equitable distribution of
health care service benefits has fur-
ther accentuated the challenges faced
by governments in developing coun-
tries. In attempting to address these
problems, largely with the assistance
of donor agencies, governments have
started to reform mechanisms for the
provision and financing of health care
services. This process has gone beyond

redefinition'-of policy objectives and
focused much on drastic changes in
organisational structures and manage-
ment systems to meet the challenges of
the sector. ‘These fundamental and
purposive changes to promote the
achievement of broad health policy
objectives have formed the general

framework of HSR; health sector re-

forms are concerned with defining pri-
orities, refining policies and reforming
the institutions through which those
polices are implemented (Cassels,
1995).

HSRs could be considered an inte-
gral component of IMF-World Bank
structural adjustment policies intro-
ducedin Sri Lankain the late 1970s:in
general, their purpose is to reduce the
direct role of government in the provi-
sion of health service and stimulate a
range of other private and NGO pro-
viders to increase competition and
efficiency . Donor agencies are indeed
playing a decisive role in the reform
process. The World Development Re-
port, Investing in Health, of 1993 has
prescribed a series of health service
financing and provision reforms (World
Bank, 1993).

Zwi and Mills (1995) have catego-
rised HSR packages into four elements
(Figure 1). The first, identifying and
responding to major health problems,
refers to the World Bank s view for
setting priorities through the applica-
tion of cost-effectiveness analysis on
the basis of disease burden: the newly
developed cost-effectiveness indicator
called disability adjusted life years
(DALYs) (World Bank, 1993). The sec-
ond set of reforms consists of organisa-

tional and management changeswhich
assume that greater competition and
decentralised management authority
will improve incentives, efficiency and
responsiveness. The third set, health
financing strategies, aims to increase
the financial contributions of those who
are willing and able to pay more for
government health services, which
would also allow resources to be tar-
geted at those who cannot afford to
pay. Improvement of quality is care is
categorised as the final element, and
this again includes measures toreduce
the role of government and promote
private gector provision.

It is clear that a variety of HSRs
exist and that countries have the op-
tion of choosing the most appropriate
policy measures, giving due considera-
tion tolocal epidemiological conditions,
public and private preferences and re-
sources (World Bank, 1993). Never-
theless these new measures pose for-
midable challenges to national govern-
ments. They require governments to
play new but vital roles in the health
sector. They envisage moving away
from traditional service provision and
administrative roles, and creation of
new organisational and management
systems which are essential for the
implementation of reforms. Thisraises

‘the critical question of governments'

capacity to perform new roles (Russell
and Attanayake 1997). For example,
for the proper implementation of de-
volved functions under decentralisa-
tion, managerial, organisational and
planning skills at provincial and divi-
sional levels would have to be im-
proved substantially. Or new skills
would be required for administrators
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Figure 1: Elements of health sector reform packages
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| Source: Zwi and Mills ( 1995)

both at national and regional levels for
designing and managing contracts.
Thus a central issue for HSR is the
capacity or the.ability of governments
in thedeveloping world to assume these

or implemented in Sri Lanka. How-
ever, in the past two décades, several
changes similar tothose highlightedin
the above section are taking place in
Sri Lanka. Two of the most noteworthy

new roles. developments are the rapid expansion
' - of the private sector and decentralisa-
Sri Lankan experience tion. But neither can be considered as

pre-designed policy strategies of the
Ministry of Health (MoH). Rather they
represent non-purposive directions of
change in the provision and financing
of health service which are the result of
broader economic and political

procesess.
Only very recently has the

MoH shown inclination towards moni-
toring which would lead to encourage-
ment and regulation of the private
sector. Similarly, some discussion now
seems to be taking place in health
policy forums on greater decentralisa-
tion and management autonomy. In
the following two sections these two
issues will be examined.

The objective of government s Na-
tional Health Policy is to promote the
harmonious coexistence and growth of
both the public and private sectors and
to reduce the government s burden in
the provision of free health services
(Dalpatadu and Perera, 1997). How-
ever, the prospects look bleak. Few
attempts have been made in Sri Lanka
atthe policy makinglevel tolearn from
HSR experience in other developing
countries. Further none of the propos-
als of the Task Force appointed by
President Premadasa were fully im-
plemented. In general, no HSR strate-
gies or initiatives have been designed

s

Private sector involvement

A substantial increase in the in-
volvement of the private sector in the
provision of health care services is
clearly evident. At present 85 private
hospitals with a bed capacity of 2300
arefunctioningindifferent parts of the
island (Dalpatadu and Perera, 1997):
662 retail pharmacies and a few diag-
nostic laboratories are additional fa-
cilities in the private health service
network in which about 1000 general
private practitionersalongwith alarge
number of government doctors, includ-
ing specialists provide service.

Attendance figures of patients in
the public health sector institutions
can be considered as a basis toindicate
the trends and estimate the size and
growth of the private sector. During
the period 1982-95, outpatient visits to
the public sector recorded an annual
growth rate of only 1%, whileinpatient
attendance grew at a rate of 1.95%. It
is a common belief among policy mak-
ers that at present about half of all
outpatient visits are made to the pri-
vate sector. This estimate is based on
the findings of few studies. For in-
stance, in 1990, almost 40% of all types
of patient visits in the Gampaha dis-
trict were made to the private sector
(de Silva and Attanayake, 1992). In
1993, 35% of suspected malaria pa-
tient visits in the Matale district were
madeé to private sector facilities
(Attanayake, 1994). This percentage
was about 30% for the Anuradhapura
districtin 1996 (Attanayake forthcom-
ing). The above figures suggest that
rapid private sector expansion has

"absorbed a large proportion of outpa-

tient visits (due to several reasons,
which will be referred to later), while
inpatient care at public hospitals still
seems to remain the first choice except
for those with very high income and/or
those who can get reimbursed for the
cost of private care through health
insurance.

Many factors explain private sector
expansion. A turning point wasin 1977,
when governmentdoctors were allowed
to engage in private practice to dis-
courage brain drain abroad. !Chan-
nelling Centres as well as private clin-
ics of government doctors soon became
the level of first entry point in the
health sector, especially, for inpatient
care at public hospitals. In this con-
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text, private sector has also been pub-
licly sponsored: firstly, channelling cen-
tres and private clinics are an entry

point for patients to receive better care

at public hospitals. This indicates a
complementarity between private prac-
tice and publicly provided services.
Secondly, the cost of training of almost
all doctors engaged in private practice
is borne by the government.

A large number of supply side fac-

. tors appear to have induced patients

movement towards the private sector.
In public facilities weaknesses such as
overcrowding, drug shortages, lack of
.some essential equipment and limited

-service hours are clearly inducement
. factors of this movement. With respect
- to demand factors, a specific charac-
. teristic of the Sri Lankan community
, is a high sensitivity towards illness,

and hence perceived quality of private
sector care appears to be a prime rea-
son for theprime redson for it being
preferred (Caldwell et al, 1989 and
Attanayake 1994): a more cprdial rela-

_ tionship with and more attention given

by the private doctor seem to be rea-
sons for the continuous expansion of

- the private sector, especially for pri-

mary level care.

Advocates of the growth of the pri-
vate sector argue that it enables the

 financial burden of health care provi-

sion to be shifted from the government
to those who are willing and able to pay
for the care. In this context the ques-
tion whether the rapid expansion of
the private sector has indeed reduced
the financial burden on the govern-
-mentmerits consideration. Firstly, gov-
ernment expenditure on health has
increased at a rate of 4% during the
period from 1987 to 1996 in real terms
whilst thisrate was 15.5%in monetary
terms. On the other hand, during the
past decade, the share of government
expenditure on health as a percentage
of GDP and total government expendi-
ture remained at around 5% and 1.5%,
respectively. Whilst 55 new hospijtals
and 50 central dispensaries and ma-
ternity homes (CD&MHs) were added
to the health service network (except
Northeast Province), the health
workforce expanded substantially dur-
ing the period from 1988 to 1995 the
number of doctors (2,316 to 4,627),
nurses (8,317 to 13,403) and public
health midwives (3,209 to 4,383) in-

‘creased at annual average rates of

12.2%, 8.3% and 5.3%, respectively.
Nothwithstanding such an expansion
of the public sector, absorption of about
half of patient load by the private sec-
tor, especially in primary care, could
be considered as positive evidence that
the financial burden on the govern-
ment has been reduced. Nevertheless,
in any judgement from a societal point
of view, the complementarity between
private and private care and hence the
cost borne by patients for private care

in conjunction with the utilisation of

public health services should also be
taken into account.

It is worth mentioning that the
growth of the private sector has not
been confined to clinical services. Con-
tractual arrangements with the pri-

* vate sector, particularly for non-clini-

cal services such as provision of raw or

cooked food for hospitals, laundryserv-,

ices, cleaning and security services
appear to have expanded substantially
during the past decade. But these de-
velopments too have been non-
purposive, For instance, closure of the
Marketing Department led to more
involvement of the private sector in
the provision of food to hospitals on a
contractual basis. And following the
general trends in the country, security
services in large medical institutions
and administrative offices have been
given to the private sector. At present,
involvement of the private sectoris
being soughton a contractual basis for
sophisticated surgery, but only in a
few cases.

The MoH seems to have deliber-
ately played a very limited role in both
regulating and encouraging the pri-
vate sector (Russell and Attanayake
1997)~ i .

“The rapid growth of the private
sector in the 19808 was not monitored,
co-ordinated or regulated. The slow
response of the MoH in the past has
made it more difficult now to regulate
or promote the private sector. It has
grown large and complex, and pro-
vider and user interests have become
more established and diverse. Only
now is the MoH formulating new legis-
lation to regulate private medical in-
stitutions. However, the capacity of
the MoH to implement the new law in
an effective manner still remains un-
proven, and what it can do may be too
little, too late (Russell and Attanayake.
1997). . .

Decentralisation

Decentralisation can be defined as .
the transfer of responsibility for plan-
ning, management and resource mobi-
lisation and allocation from the cen-
tral government and its agencies to
sub- national agencies including non-
governmental, private or voluntary or-
ganisations (Rondinelli 1981). Thus, a
common aim of decentralisation is to
bring government nearer the people
and to encourage community involve-
ment (Mills 1994). It could take sev-
eral forms such as deconcentration,
delegation, devolution and privatisa-
tion. In principle, the potential ben-
efitsof decentralisationinclude greater
management authority and flexibility
to respond to local needs and weak-
nesses, greater responsiveness toserv-
ice users, and therefore more efficient
and accountable use of resources (Mills
et al 1990). However, the requirement
of managementskillsin alarge number
of small units, difficulties for the higher
levels to interact with a large number
of local units and difficulties in organ-
ising services that can be provided
efficiently only for a reasonably large
population could be considered as some
drawbacks of decentralisation' (Mills
1994).

Therefore before implementation,
the levels to which authority is decen-
tralised have to be determined very
carefully.

In Sri Lanka, decentralisation of
management and administration of
public health services was initiated in
1987 following the 13th amendment tb
the constitution, Responsibility for a
set of functions in¢luding health was
granted to the Provincial Councils
which were set up in 1987. Subse-
quently, in 1992, all the administra-
tive bodies in each province were
brought under a formal organisational
framework with the setting up of Divi--
sional Secretariats: administration and

‘management of health services were .

assigned to Divisional Directors of
Health Services (DDHS). Vertical pro-
grammes such as the Anti-Malaria
Campaign were abolished in the late
80s and both curative and preventive
services were brought under the direct
control of DDHSs.

Critically, in Sri Lanka, decentrali-
sation can be largely considered a
political manoeuvre under eXternal
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" pressure, to devolve power to the prov-
inces as a remedial measure to the,
ethnic conflict, rather than a deliber-
ate attempt to reform the organisa-
tional structure of public services
(Russell et al 1996). In the health sec-
tor, as in any other public service,
changes in the organisational struc-
ture of the MoH were imposed from
elsewhere. Beforeimplementation, the
technical, management and organisa-
tional feasibility of decentralisation
was not properly examined. In fact the
MoH appeared to be quite resistant to
such changes (Russell et al 1996). For
example, allocation as well as admin-
istration of some vital resources such’
as manpower is still in the hands of
central agencies. In other words, de-
centralisation was not a purposive at-
tempt to reform the health sector and
delegation and devolution have not
been operationalised to an adequate
extent for the sub-national agencies to
carry out their functions smoothly.

Although the decentralisation proc-
ess has been ongoing for a decade, it
still seems to be in its infancy: apart
from formal deconcentration (e.g.,
DDHS:s) and devolution (e.g., Provin-
cial Councils), no concrete measures
have so far been adequately taken to
delegate responsibility for defined func-
tions to relatively autonomous enti-

Table 1
Share of public health expenditure in GDP
and povernment expenditure, 1978-95

Year  [Public health Public heaith
expenditure as a |expenditure as a
% ‘of total % of GDP
government
expenditure
1978 3.2 1.5
1979 3.5 1.5
1980 2.9 1.4
1981 . 3.1 1.2
1982 - 34 1.4
# 71983° % 4.3 1.8
1984 - 34 1.3
1985 31 1.4
1986 3.2 14
1987 5.1 1.7
1988 - 5.3 1.8
1989 5.6 1.8
-1990 . 5.1 1.5
1991 4.5 1.4
1992 5.5 1.5
1993 . 4.9 1.4
1994 - - 5.5 1.6
1995 * 5.3 1.6

Source: Annual Reports, Central Bank of Sri Lanka

the purpose of illustration.

With respect to resource allocations,
in 1995 the North Central Province
received the highest per capita alloca-
tion (Rs.439). When recurrent expendi-
. dre of hospitals managed by the MoH
is added to provincial totals, except
Central and North Central Provinces,
others appear to have received sub-
stantially low per capita allocations
compared to the Western Province. The
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in provincial disparities were further
examined with respect to the avail-
ability of and hence access to services
(Table 3). During the period concerned,
whilst the number of beds per 1,000
population (BPOP) increased slightly
from 2.81 to 2.84, the number of beds
per 1,000 inpatients (BINP) decreased
from 16.58 in 1987 to 16.42 in 1995.
The low annual growth rate of esti-
mated population (1.3%) compared to
inpatient load (1.6%) is one important
reason for the different changing pat-
terns of these two indicators. Even
though BINP at national level has re-
corded a decline, a highly irregular
pattern can be observed in the changes
of its annual average growth rates
across provinces. An increase in BINP
associated with an increase inpatient
load was recorded only in three prov-
inces and the combination of Matale
and Polonnaruwa districts.

The national level averages of both
the number of doctors per 10,000 out-
patients (DOP) and the number of doc-
tors per 1,000 inpatients (DINP) have
increased from 0.62 and 0.07 to 1.12
and 0.13, respectively. However, both
of them have changed in a highly ir-
regular pattern across provinces. For

Table 2

Resource allocation patterns on health
_ cross provinees in 1998(Rs.)

ties. At the divisional level, political high allocation to the North Central Fﬂwim - m:m bealth {Provincial heath

and administrative bodies are still  province is primarily due to the large it ol
apart. Even though the provinces have amounts of additional inputs to its hospitals handled by the
shown some improvements in upgrad-  provincial hospital (Anuradhapura), R F iy =
ing their capacities, with the assist- which serves injured armed services millions miltions) )
ance from the centre, particularly in personnel as it is the tertiary level g:;“' Ceniral ;:z :;: ;gz ::;
planning and management, they still ~ public hospital closest to the war zone. Ivoh westem| 584 2% 554 3
have a long way to go in successfully In 1995, total recurrent expenditure of |Central 513 a7 8% m
carrying out their devolved functions.  -this hospital stood at about Rs 135 St | 4 | -
This is largely explained by central ~ million, which was indeed the highest |weuen- 687 ug | 29 519
level administrators as well as politi-  total for any hospital outside the West- {Tou! a3 | em 36

ern Province (Um Quest, 1996). Trends Source: Finance Commission, Oifives o the Provineial Directors of

cians lack of motivation to accelerate Tlealth Servives, Ministrv of 1 kealth and U Quest (1996)

the decentralisation process. Moreo-

. . Table3
ver, there seems to be a centralisation Seme indicaters of variatiens la the bon of doctars amd bespits beds with respeet s pepulaticn amd patients” fendance st
tendency at the provinciallevel as well, T G~ D el merem Py C e S o
duetolack of capacity at divisional and [ s 0% 1995 O s ToR e [ees TG T TS [GR
secondary hOSpital levels. With all Westiem %% 3B | 03 [3ia[wn (s ;.z1 w5 [109 130 | 212 .1::’ 187 248 .;.'cs
: Cemral 3ae [338 | ox Jimer Jionn Lao | 027 |2 {ns {00 [oie |nn |oes |12 |ins
these weaknesse_sv n ge.neral-, health Socth 217 1235 | 10 [rem fraas 03 fome | 191 J16o |o0s [0a2 133 |osr fiz [122
sector decentralisation in Sri Lanka Nerteast 19 [0 |48 (307 fi6ss (13 |od0 [0t |01 |am | 607 {03 o3l (038 | 76
) . ) Y . s |00 |aor fias [ o027 |osr |3
has taken a form which looks more like Nobcetnd 9 fani [ 06 |19 |03 |19 fo@ |14t |07 Jom | 006 f164 |27 Jous |02
" . 202 | 6 [1283 | 152624 Joso | vas {122 oo Joor {154 |02 Joun | us
a deconcentrated structure than a de- Semrgarnens 242 |238 |02 | |iss o2 Joro | e 129 [oos | oos {136 | 039 [oss |1se
[atal
volved one (Russell et al 199_6)' An Polonasruwa 240 236 |as [na3s s as Jom | 172 |68 § ooe | 00o [169 | 022 Jora 209
assessment whether decentralisation (Average 201 200 Jo3 1636 164208 [ 1.9 [ 2% [107 [ o007 [ 013 |10 | 062 |12 | 99
has achieved its objectives is therefore BPOP = mumber of beds per 1,000 popsation
;'em_lere(:ccziﬁic\;lt:. Therte:}c:ri thedfol; BINP ~ muberofbeds per :m;m
owing section, brings out the trends o DINP = boamber of doctor per 1000 inpatients
' T . DOP = number of doctors per 10.000 outpatients
some indicators related to the provi- * Growth rate o
sion of services across provinces, for Source: Modical totice Ush, Mieisry of Health
-
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outpatient attendance, whilst a posi-
tive annual average growth rate of
7.1% was reported for the Western
Province, the Northeast and the North-
west Provinces, and the combination
of Matale and Polonnaruwa districts
had negative rates of 0.01%, 1.7% and
2.6%, respectively. Similarly, whilst
the very high growth rate of inpatient
attendance in the Western Province
(3.3%) has brought down the annual
average growth rate of its DINP, low or
negative growth rates of inpatient at-
tendance in most of the other prov-
inces have moved up the growth rates
of their DINPs.

Thedisparitiesdemonstrated by the
indicators related to population are,
however, somewhat different. For in-
stance, although the national average
of the number of doctors per 10,000
population (DPOP) has almost dou-
bled from 1.19 in 1987 to 2.20 in 1995
with an annual average growth rate of
10.7, an irregular pattern can be ob-
served across provinces. Except the
lowest value of 0.8% in Northeast Prov-
ince, it varies from 9.8% (Northwest)
_ to 16.8% ( Polonnaruwa).

Concluding Remarks

The Sri Lankan health sector has
not undergone any significant or
purposive changes to overcome ineffi-
ciency, low quality and inequity in the
delivery of its services. Whilst the ex-
pansion of the private sector can be
largely attributed to private practice
by public service doctors, the roots of
decentralisation were political. The
expansion of some forms of public-pri-
vate mix such as contracting out non-
clinical services to the private sector, is
also due to a more general shrinking of
the size of public sector as part of the
liberalisation process. However, none
of these changes was well designed or
even piloted before implementation.
Thus, in general, most changes in
health service provision and financing
have occurred in a haphazard manner.
Even though provincial disparities in
resource allocation, access to health

their tasks to policy makers as well as
health managers. Moreover, expansion
of private practice and lack of suffi-
cient legislative power to regulate the
private health sector has led to the
formation of a deformed private health
care market the passive sponsor of
which has been the government and it
has emerged as an entry point for some
services provided by public medical
institutions.

The key challenges toreformsin the
health sector in Sri Lanka now centre
around the expansion of the private
sector and decentralisation. Even if
the very meaning of HSR is fundamen-
tal change, the highly segregated
health system which is still under a
traditional administrative framework
means that Sri Lanka may have to
adopt a package ofincremental changes
for the reform of the system. Gradual
restructuring of the whole health sys-
tem, with due recognition given to pro-
vincial autonomy, and formulation and
implementation of a strategy for
strengthening capacity at provincial,
divisional, institutional and pro-
gramme levels, critical issue in decen-
tralisation. And with respect to the
private sector, better regulatory and
co-ordination mechanisms, supported
by a health information system, are
essential. All the changes require
gradual increase in MoH capacity at
all levels if policy design and imple-
mentation are to be effective. R
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have eased out to some extent during
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Lack of purposive reform in the past

has given rise to many obstacles in wume
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