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Foreword
The increasing needs of health care delivery of a larger section of the population have triggered health
sector reforms in the state sector. This has resulted in a substantial increase in public investment in
general health services which have in turn created a burden to the state to generate more revenue. In
order to bridge the gap between the insufficiency of services and unmet revenue, the policy that is
being advocated the world over is a public-private mix of services.
The key questions surrounding health care systems around the world are: (a) how to raise revenues to
pay for health care; (b) how to pool risks and resources; and (c) how to organize and deliver health
care in the most efficient and cost-effective manner. Whether the strategies adopted rely on public
sources like taxes and social insurance, or private sources like private insurance and out-of-pocket
payment are other relevant factors that need consideration.
Public-private partnership in health services provision entails government encouragement of private
sector participation in the delivery of public services. Prudent health care policies that encourage
public-private participation in health care financing and provisioning have conferred in many countries
the advantage of flexible response as they face potentially conflicting challenges in providing access
to affordable health care.
The United States relies heavily on the private sector to finance health care. A study1 found marked
gains in the number of people with insurance—as other research has repeatedly confirmed—as well as
improved access to doctors and medications, affordable health care, and good health status after
implementation of the Affordable Care Act. Although the British enjoy free health care under the
National Health Service, 10 per cent of the population have purchased private health insurance, with
one-fifth of all elective surgery being performed in the private sector.
Malaysia’s two tier health system, of a heavily subsidized public sector and a user charged private
sector, has produced a progressive health financing system. The case of Malaysia exemplifies that
policy makers can gain an in-depth understanding of the equity impact, in order to help shape health
financing strategies for the nation.
In the Sri Lanka context, the public health service is burdened with maintaining over 1000 health
facilities and a health workforce of around 60,000 to meet the demand for health care for over 50
million OPD visits and 5.8 million in-patient admission to government hospital facilities. 2
Further, as a result of demographic transition, the pressures to increase government health spending
that are primarily the result of rising spending in the free health care coverage, are likely to persist
further. This is due to several factors such as rising incidence of chronic diseases, population ageing,
and continuing pressure from over 60,000 of health workforce for greater compensation, and demands
for expanded benefits under the respective schemes. Ever increasing Household Out-of-Pocket (OOP)
spending amounting to 47 per cent of Total Health Expenditure3 indicates that health care delivery is
not entirely free, mainly due to increasing demand for health care delivery which cannot be met by
under-funded public facilities alone.

1
2
3

The Journal of the American Medical Association (JAMA), July 28,2015, Vol 314, No.4.
MOH Annual Health Bulletin 2012.
IPS National Health Account 2010-2011.
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There is no question of the achievement of the public stewardship toward the community health
services which is unique. However, that Sri Lanka confronts a potential health crisis of overwhelming
proportions is widely understood. Increasingly, so-called lifestyle ailments of non-communicable
diseases such as cancer, diabetes, heart disease and chronic kidney diseases in the North Central
Province are afflicting the Sri Lankan population and compounding the country’s health crisis, reflecting
the poor state of its health system in the public sector. Further, with the increasing tourism potential
after the conclusion of the war in the year 2009, the spread of HIV-Aids cannot be ruled out in addition
to persisting parasitic diseases such as Dengue which are all well documented.
Public expenditure on health in this country remains less than 2 per cent of the GDP (increased to 3
per cent in the Interim Budget of 2015), though private expenditure has also been increasing. While
allocation of more resources coupled with institutional improvements can go a long way in improving
health care services, it needs to be recognized that the future trajectory of public health issues in Sri
Lanka need to deviate from the known path.
In this context, the statement of His Excellency the President on Private-Public partnership at the Sri
Lanka Economic Summit in early August 2015 is timely. “The Public and Private sectors - including
small and medium entrepreneurs should form an interwoven bond based on trust and transparency.”4
This should be the way forward for the health sector also.

Saman Kelegama
Executive Director,
Institute of Policy Studies of Sri Lanka
August 2015

4

iv

H.E. The President at the Sri Lanka Economic Summit, 6th August, Colombo.
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Executive Summary
Historically, the pendulum in the
health care debate world over has
swung back and forth between
the state and the private sector.
Sri Lanka remains a moderate
performer in health status and is
on par with its South Asian
counterparts. Successive
governments’ welfare orientated
policies coupled with continued
state obligation to address health
needs of the population have
exerted pressure on state health
care providers to increase the
public expenditure ratio to Gross
Domestic Product (GDP). The
continuous decline in growth of
investment in the health sector
has impacted on the efficiency
and effectiveness of the public
health system. With a dual health
system in operation, its equity
and effectiveness has become a
challenging task in the context of
protection for the poor in respect
of access to basic medical
services.
The primary public provider is the
Ministry of Healthcare and
Nutrition (MOH) which serves
primary, secondary and tertiary
care. MOH approach directly
benefits the entire population by
means of direct health subsidies.
It is assumed that the poor have
a worse health status compared
with the rich and therefore have
more health care needs. In this
context, the size of the private
household Out-of-Pocket
Expenditure (OOP) provides a
picture of the process in which
increasing demand for health care
delivery cannot be met by
underfunded public facilities
alone. It underscores the existing
inequity of income distribution of
the households, which has
widened the gap in access to
health service delivery while the
vi

affluent section of the community
had the privilege to utilize private
health care facilities through
voluntary private health insurance
schemes.
As per income distribution
statistics, approximately 80 per
cent of employed persons earn
less than the average monthly per
capita income of US$ 283.Official
data depicts that the lowest 40
per cent of the income earners
secure 13 per cent of the income
whereas the share of the income
of the richest 20 per cent is over
54 per cent. This disparity is
reflected in every sphere of
socio-economic activities in the
country. Further, the data shows
that only about a quarter of the
population is covered by social
protection schemes such as EPF
(Employees’ Provident Fund) and
government pensions. Social
protection schemes introduced in
the recent past targeting the selfemployed, farmers and fishermen
are functioning ineffectively due
to underfunding by the state. In
addition, Sri Lanka is facing the
challenge of an ageing population
with life expectancy rates
increasing, while the birth rates
are slowing.
The provision of basic health care
to citizens by the state free of
charge has ensured almost
universal access to at least basic
health facilities in all parts of Sri
Lanka. Yet, inadequate public
investments in the health sector
in a context of increasing cost of
manpower, equipment and drugs
have resulted in a decline in the
quality of health care, such as
overcrowding of hospitals
coupled with inadequate services
and shortage in life saving drugs.
The situation changed often for
the worse when more private

health care providers emerged
following the introduction of liberal
economic reforms in 1977 and the
conclusion of the 30 year of
separatist war with Tamil rebels in
2009. The rise of the private
health sector relegated the poor
to public health services which is
becoming deficient in strength to
deliver as before. These issues
have become highly contentious
and the answers are not clear-cut.
While consulting a doctor is a
very personal matter, the thought
of denying a fellow human being
access to the same level of
health care because of his or her
inability to pay, or due to
weaknesses in the system, stirs
deep emotions.
This situation creates a window of
opportunity to policy makers and
Ministry of Health to revisit the
existing health policy to
accommodate a selective Public
Private Partnership (PPP) to clear
the gaps in health care delivery to
the people. Given the opportunity,
private sector organizations too
could spread out their facilities to
enable access of to a wider
section of the patient population
at a reasonable and affordable
cost.
The term “public-private
partnership” in health care
delivery refers to the situation
where the government mobilises
private sector sources to deliver
health care services by
arrangement. Correspondingly,
public-private partnership in
health services provision entails
government encouragement of
private sector participation in the
delivery of public services when
there are shortfalls in public
facilities.
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úOdhl idrdxYh
ft;sydislj fi!LH /ljrKh
ms<sn| újdoh rdcH iy fm!oa.,s;
wxY w;r foda,kh fjñka mj;S.
Y%S ,xldj fi!LH ;;ajh w;ska
uOHu uÜgfï mj;sk w;r
wfkl=;a ol=Kq wdishdkq rgj,a
iu. iu uÜgfï isà. ck;djf.a
fi!LH wjYH;d imqrd,Su rdcH
hq;=lula fia ie,flk iqN idOkh
flf¾ keUqre jQ m%;sm;a;s mej;s
iEu rchlgu o< foaYSh
ksIamdÈ;fha wkqmd;hla f,i rdcH
úhoï jeä lsÍug rdcH fi!LH /
ljrK i,ikakka flf¾ n,mEula
we;s lrùh. fi!LH wxYfha
wdfhdack j¾Okh È.gu my;
jeàu rdcH fi!LH moaO;sfha
ld¾hlaIu;djh iy n,mEu flf¾
n,mEfõh. oaú;aj fi!LH moaO;shla
ls%hd;aul ùu;a iu. tys
iudkd;au;djh iy n,mEu uQ,sl
fi!LH fiajdjka ,nd .ekSu
iïnkaOfhka ÿmam;=kag we;s
wdrlaIdj wNsfhda.d;aul ld¾hla
njg m;a flßK.
uQ,sl rdcH iïmdolhd jkafka
m%d:ñl, oaù;Sshsl iy ;D;Shsl /
ljrKh i,ik, fi!LH iy
fmdaIK wud;HxYh h. ^MOH&
wud;HdxYfha jev ms<sfj< we;s
iDcq fi!LH iykdOdr ud¾.fhka
uq¿ uy;a ck;djgu m%;s,dN
w;afõ. Okj;=ka yd ii|k úg
ÿmam;=kaf.a fi!LH ;;ajh jvd;a
krl njg ms<s.ekSula mj;sk ksid
Tjqkaf.a fi!LH /ljrK wjYH;d
jeäh. fujeks ikao¾Nhl §
.Dyia:hla úiska lrk úhofï
^Out of Pocket Expenditure OOP)
m%udKh wruqo,a wvqfjka we;s rdcH
myiqlïj,g muKla fi!LH /
ljrKh ie,iSfï wmyiq;djh
jeä fjñka mj;sk b,a¨fï
l%shdud¾.h ms,sn| Ñ;%h meyeÈ,s
lrhs. bka fm!oa.,sl iafõÉPd
rlaIK fhdackdl%u ;=<ska
fm!oa.,sl fi!LH /ljrK

myiqlï ,nd .ekSfï jrm%idoh
m%cdfõ Okj;a fldgiaj,g we;s
w;r .Dyia: wdodhï fn§ hEfï
mj;sk úIu;djh fi!LH fiajd ,nd
.ekSfï mr;rh mq¿,a l< nj
biau;= lrhs.
wdodhï fn§hEfï ixLHdk wkqj
fiajfha kshq;= mqoa.,hkaf.ka
wdikak jYfhka ishhg 80 l
idudkH udisl tal mqoa., wdodhu
we. fvd. 283 g jvd wvQh. ks, o;a;
wkqj wvqu wdodhï Wmhk ishhg
40 ,efnkafka wdodhfuka ishhg 13
ls’ ta w;r Okj;au ishhg 20 g ysñ
jk wdodhï m%udKh ishhg 54 lg
jvd jeäh. fuu wiudk;djh rfÜ
iudc wd¾Ól ls%hdldrlï iEu
lafIa;%hlu lemS fmfkk
,laIKhls. jeä ÿrg;a tu o;a;
wkqj fiajl w¾: idOl wruqo,
^EPF& iy rcfha úY%du jegqma jeks
iudc wdrlaIK fhdackd l%u j,ska
wdjrKh jkafka ck ixLHdfjka
y;frka tllg;a jvd m%udKhls.
iajhx fiajd kshqla;slhka, f.dùka
iy ëjrhka b,lal lr .;a
uE;l§ y÷kajd ÿka iudc wdrlaIK
fhdackd l%u rcfhka m%udKj;a
wruqo,a ,nd fkd§fuka ls%hd;aul
kafka wdld¾hlaIujhs. Bg wu;rj
Y%S ,xldj Wm;a wkqmd;h my;
jefgk w;r wdhq ld,h jeä ùfuka
jhia.; jk ck ixLHd
wNsfhda.hglgo uqyqK foñka isà.
rcfhka ish¨u mqrjeishkag
fkdñ,fha uQ,sl fi!LH /ljrKh
,nd §fuka Y%S ,xldfõ iEu
m%foaYhlu ck;djg wvqu jYfhka
uQ,sl fi!LH myiqlï ,nd .ekSug
wjia:djla ysñ fõ. tfy;a ñksia
Y%uh, WmlrK iy T!IO msßjeh
by< hk ikao¾Nhla ;=< fi!LH
wxYfha rdcH wdfhdack m%udKj;a
fkdùfï m%;sM,hla f,i w;HdjYH
T!IO ysÕlu iy fiajd m%udKj;a
fkdùfuka frday,a msÍhEu jeks
;;ajhka ksid fi!LH /ljrKfha

.=Kd;aul Ndjh my; jeà we;.
1977 § ,snr,a wd¾Ól m%;sixialrK
y÷kajd §fuka miqj iy 2009 §
fou< ler,slrejka iu. jir 30
la mej;s hqoaOh wjikaùfuka miqj
fm!oa.,sl fi!LH /ljrK
imhkakka jeä ùu;a iu. ;;ajh
jvd;a krla úh. fm!oa.,sl fi!LH
wxYfha j¾Okh;a iu. ÿmam;=ka
l,ska fuka fiajd ,nd §fï Yla;sh
msßfyñka mj;sk rdcH fi!LH
fiajd wxYhg jvd;a ;,a¨ lrkq
,eìK. fuu .eg¨ jvd;a újdoldÍ
jqj;a meyeÈ,s ms<s;=re fkdùh.
ffjoHjrfhl= yuqù Wmfoia ,nd
.ekSu fnfyúka fm!oa.,sl
ld¾hhla jqjo Tyqg fyda wehg
uqo,a f.ùug fkdyels jQ ksidu fyda
moaO;sfha ÿ¾j,lu ksid ta
uÜgfïu fi!LH /ljrKh ,nd
fkdyelsùu is;a ii, lrjkakls.
fuu ;;ajh m%;sm;a;s iïmdolhkag
iy fi!LH wud;HdxYhg ck;djg
fi!LH /ljrKh ,nd §fï È
mj;sk ysveia mshùu i|yd f;dard
.;a lafIa;%j, rdcH yd fm!oa.,sl
yjq,aldß;ajhg bv ie,iSu i|yd
fi!LH m%;sm;a;sh kej; úuid
ne,sug wjia:djla Wod lrjhs.
tjeks wjia:djla ,nd §fuka
fm!oa.,sl wxYfha ixúOdkj,go
idOdrK iy myiq ñ,lg frda.S
ck;djf.ka mq¿,a fldgilg
Tjqkaf.a myiqlï ,nd §ug jHdma;
úh yelsh.
fi!LH /ljrKh ie,iSfï §
zzrdcH fm!oa.,sl yjq,aldß;ajhZZ
hkafka woyia jkafka we;s lr .;a
tlÕ;d wkqj, rch fi!LH /
ljrKh ,nd §ug fm!oa.,sl
wxYfha iïm;a fufyhjk
;;ajhls. tfiau fi!LH fiajd
iemhSfï rdcH fm!oa.,sl
yjq,aldß;ajfhka rdcH myiqlïj,
wvqjla mj;sk lafIa;%j, rdcH
fi!LH fiajd iemhSfï § fm!oa.,sl
wxYfha iyNd.s;ajh Èß .ekaùu hs.
vii
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epiwNtw;Wr; RUf;fk;
tuyhw;W uPjpahf> murhq;fk; kw;Wk;
jdpahu; JiwfSf;fpilapy; Rfhjhug;
guhkupg;G gw;wpa tplak; njhlu;ghd
tpthjk; cyfk; G+uhfTk; epjKk;
eilngw;WtUk; xUtplakhf
fhzg;gLfpd;wJ.
,yq;if Rfhjhu epiyikfspy; rw;W
Kd;Ndw;wkile;j ehlhf jd;id
jf;fitj;Jf; nfhz;bUg;gJld; njd;
Mrpa ehLfspy; mjd; Njhoik
ehLfSld; rkkhd Rfhjhu guhkupg;Gj;
juj;jpid nfhz;Ls;sJ.
rdj;njhifapd; Rfhjhuj; Njitfis
epiwT nra;Ak; Nehf;fpy; ehl;bd;
flikfis Kd;ndLf;Fk; nraw;ghl;by;
njhlu;e;J te;j murhq;fq;fs; eyd;Gup
Nehf;fk; nfhz;l nfhs;iffspid
,ul;bg;ghf;fp nraw;gLj;jp tUfpd;wJld;
,e;j rdj;njhifahdJ mur Rfhjhu
Nritfis toq;Ffpd;wtu;fs;
jq;fSila Rfhjhur; Nritfis
mjpfupf;Fk; nghUl;L nkhj;j cs;ehl;L
cw;gj;jpapy; mur nrytPdq;fspd;
rjtPjj;ij mjfupf;Fk; tifapy; mur
Rfhjhu Nritfis
toq;Ffpd;wtu;fSf;F mOj;jk;
nfhLj;J tUfpd;wJ. Rfhjhuj;
Jiwrhu;e;j Jiwfspy; KjyPLfspd;
njhlu;rr
; pahd tPor
; r
; pahdJ nghJ
Rfhjhu Kiwikapy; tpidj;jpwdpYk;
nraw;jpwdpYk; jilnahd;wpid
Vw;gLj;jpAs;sJ. ,ul;il Rfhjhur;
nraw;ghl;L Kiwikapd; fPo;> mbg;gil
Rfhjhur; Nritfis mile;J
nfhz;L twptu;fis ghJfhj;Jf;
nfhs;Sk; nraw;ghl;by; Rfhjhu
Nritfspd; tpidj;jpwd; kw;Wk;
nraw;jpwd; njhlu;ghf rthy;kpF
,yf;Ffshf Rfhjhuj;Jiw
cUntLj;Js;sJ.
Muk;g epiy Rfhjhu Nrit
toq;Fduhf Rfhjhu kw;Wk; Nghrhf;Fg;
guhkupg;G mikr;R fhzg;gLtJld; ,J
Muk;g epiy> ,il epiy kw;Wk;
%d;whk; epiy Rfhjhug; guhkupg;G
Nritfis toq;fptUfpd;wd. Neub
Rfhjhu cjtpfs; vd;w tifapy;
KOikahd kf;fs; rKfk;> Rfhjhuk;
kw;Wk; guhkupg;G mikr;rpd; Neub
ed;ikfspid mDgtpf;fpd;wd.
nry;te;ju;fSld; xg;gPL nra;Ak; NghJ
twpatu;fs; kpff; FiwthdJk;
NkhrkhdJkhd Rfhjhug; guhkupg;igg;
ngw;Wf; nfhs;tjhf Cfpf;fg;gLtJld;
mtu;fs; njhlu;ghf rpuj;ijahd
Rfhjhug; guhkupg;G NjitahdJ. ,e;j
gpd;dzpapy;> tPlL
; j;Jiwapdupd;
ehshe;j nrytPd msthdJ
mtu;fspd; Rfhjhuk; njhlu;ghd
nrytPdq;fs; njhlu;ghd cz;ik
epiyikapid ntspg;gLj;JtJld;
mjpfupj;J tUk; Rfhjhug; guhkupg;G
Nritfspid mile;J nfhs;tjhdJ
Fiwthd mur trjpfspd; fPo; khj;jpuk;
mtu;fSila kUj;Jtj; Njitfis
mile;J nfhs;tJ kpff; fbdkhFk;.
tPl;Lj; Jiwapdupd; epahakw;w
tUkhdg; gq;fPl;bd; jw;nghOija

viii

epiyikahdJ ,e; epiyikapid
NkYk; njspTgLj;JtJld; ,e;
epiyikahdJ twpatu;fSf;F
toq;fg;gLfpd;w Rfhjhur; Nritfis
ngw;Wf; nfhs;tjpy; my;yJ mile;J
nfhs;tjw;F tha;gG
; f;fhd
,ilntspapid mjpfupf;fpd;wJ. mNj
Ntis r%fj;jpy; nry;te;ju;fs;
Rakhd Rfhjhuf; fhg;GWjp jpl;lq;fspd;
Clhf jdpahu; Rfhjhu guhkupg;G
trjpfis gad;gLj;jpf; nfhs;tjw;fhd
tug;gpurhjq;fis ngw;Wf;
nfhs;fpdw
; du;.
tUkhdg; gq;fPlL
; Gs;sptguq;fSf;F
Vw;g> Vwf;Fiwa 80 rjtPjkhd
Copau;fs; ruhrup jdpahs; tUkhdkhd
I.m.nlh.283 njhifapYk; Fiwe;j
tUkhdj;jpidNa ciof;fpd;wdu;.
Fiwe;j tUkhdj;ij ciof;fpd;w 40
rjtPjkhdtu;fs; ehl;bd; tUkhdj;jpy;
13 rjtPjj;jpid mDgtpg;gJld; mNj
Ntis ehl;bd; rdj;njhifapy; 20
rjtPjj;jpid gpujpepjpj;Jtg;gLj;Jfpd;w
nry;te;ju;fs; ehl;bd; tUkhdj;jpy; 54
rjtPjj;jpid mDgtpf;fpd;wdu; vd
cj;jpNahf G+u;tkhd juTfs;
ntspf;fhl;Lfpd;wd. ,e;j rkepiyaw;w
jd;ikahdJ> ehl;bd; r%f nghUshjhu nraw;ghLfspd; xt;nthU
,yf;fpYk; tUkhd rkkpd;ikapid
ntspg;gLj;Jfpd;wJ. NkYk;> ehl;bd;
rdj;njhifapy; ehd;fpy; xU
gFjpapdNu r%f ghJfhg;G jpl;lj;jpid
ngw;Ws;sdu;> mjhtJ> ( Copau;
Nrkyhg epjp ) kw;Wk; mur Xa;T+jpa
ed;ikapid mDgtpf;fpd;wdu;.
murhq;fj;jpd; Fiwthd epjpaspg;gpd;
fhuzkhf> Ra njhopyhsu;fs;>
tptrhapfs; kw;Wk; kPd;gpbj;
njhopyhsu;fis ,yf;F itj;J
mz;ikf; fhyj;jpy; mwpKfk;
nra;ag;gl;l r%f ghJfhg;G jpl;lkhdJ
tpidj;jpwdpd;wp nraw;gl;L tUfpd;wJ.
NkYk;> MAs; vjpu;ghu;f;if taJ
mjpfupg;G kw;Wk; gpwg;G tPj tPo;r;rp
Mfpa fhuzpfs; fhuzkhf ,yq;if
tNahjpgkilAk; rdj;njhif
mjpfupf;Fk; mr;RWj;jYf;F
Kfq;nfhLj;J tUfpd;wJ.
,yq;ifapd; rfy ghfq;fspYk;
tho;fpd;w kf;fs; murhq;fj;jpdhy;
kf;fSf;F ,ytrkhf toq;fg;gLfpd;w
mbg;gil Rfhjhu trjpfspy; Mff;
Fiwe;j msthd Rfhjhu trjpfis
mile;J nfhs;tjw;fhd G+Nfhs
gpuNtrk; KOikahf
cWjpg;gLj;jg;gLjy; Ntz;Lk;. ,Ue;j
NghJk;> kdpj tsk;> cgfuzq;fs;
kw;Wk; kUe;JfSf;fhd nrytPdk;
mjpfupj;J tUk; epiyapy; Rfhjhuj;
Jiw rhu;ghf mur KjyPLfs;;
Nghjpastw;wjhf ,Ug;gjdhy;
Rfhjhur; Nritfspd; juj;jpy; tPo;r;rp
Vw;gLj;jg;gl;Ls;sJ. mjhtJ>
fl;Lf;flq;fhj Nehahsu;fspd;
vz;zpf;if ,ul;bg;giljy; kw;Wk;
mtu;fSf;fhd Nghjpastw;w Rfhjhug;
guhkupg;G kw;Wk; capu; fhg;G

kUe;Jfspd; gw;whf;Fiw Nghd;wd.
jkpo; Nghuhspfspd; 30 tUl ePz;l fhy
Aj;jk; 2009 Mk; Mz;by;
KbTw;wik kw;Wk; 1977 Mk; Mz;bd;
Rje;jpu nghUshjhu kWrPuikg;G
Kiwikapd; mwpKfj;ij gpd;gw;wy;
Nghd;w fhuzj;jpdhy; mjpfkhd
jdpahu; Jiw Rfhjhug; guhkupg;Gr;
Nritfis toq;Fgtu;fs; Kd;tUk;
NghJ ,e;j epiyik mbf;fb
khw;wkile;Js;sd. Kd;du;
Nghyy;yhJ mur Rfhjhu guhkupg;G
Nritapd; tpidj;jpwdpd;ik
fhuzkhfTk; jdpahu; Jiw Rfhjhu
guhkupg;G Nritapd; mjpfupg;Gk;
twpatu;fs; mur Rfhjhu Nritfis
ehLtij Fiwj;Js;sd. ,e;jg
gpur;rpid tpthj;Jf;F cl;gl;l Kf;fpa
tplakhf ,Ug;gJld; ,jw;fhd jPu;Tfs;
njsptpd;wpAk; cs;sd. itj;jpau;
xUtupd; MNyhridapidg; ngw;Wf;
nfhs;tJ jdpg;gl;l xU tplakhf
,Uf;Fk; mNj Ntis> xUtu;
jd;Dila tWik> Kiwikapy;
fhzg;gLk; FiwghL> fhuzkhf mNj
jd;ikahd kUj;Jt MNyhridapid
ngw;Wf; nfhs;tjw;F kWf;fg;gLjy;
ghuJ}ukhd kd cior;rYf;F Fwpg;gpl;l
egUf;F cl;gLj;Jfpd;wJ.
,e;j epiyikahdJ nfhs;if
cUthf;Fdu;fSf;fhd
tha;gn
; ghd;wpid cUthf;fpf;
nfhLg;gJld; kf;fSf;F Rfhjhug;
guhkupg;G Nritfis toq;Ftjpy;
fhzg;gLk; ,ilntspapid Fiwf;Fk;
nghUl;L njupT nra;ag;gl;l mur
kw;Wk; jdpahu; Jiw kUj;Jt
Nritapid ngw;W toq;Fk; tifapy;
jw;nghOJs;s nghUshjhu Kiwik
gw;wp rpe;jpg;gjw;F Rfhjhu kw;Wk;
guhkupg;G mikr;R ftdk; nrYj;j
Ntz;bAs;sJ. epahakhdJk; jhq;fpf;
nfhs;sf; $ba tpiyapYk; ghupa
msthd nghJ kf;fs; njhlu;ghf
jdpahu; Jiw Rfhjhu guhkupg;G
trjpfis toq;Ffpd;w epWtdq;fs;
jkJ Nritapid toq;Fk; tifapy;
thag;nghd;iw toq;Fk; NghJ
mtu;fSk; ngUe; njhifahd
Nehahsu;fSf;F Nrit
toq;Ftjw;fhd tha;gn
; ghd;W
fpilf;fpd;wJ.
Rfhjhu guhkupg;Gr; Nrit toq;fypy;
"mur kw;Wk; jdpahu;Jiw gq;fhz;ik"
vd;w nrhw;nwhlu; Vw;ghnlhd;wpd; fPo;
Rfhjhug; guhkupg;Gr; Nritfis
toq;Fk; nghUl;L jdpahu; Jiwapdiu
murhq;fk; <LgLj;jy; vd;w nghUs;
gLk;;. NkYk;> nghJ kf;fSf;fhd
Rfhjhug; guhkupg;G Nritfis
toq;Ftjpy; murhq;fkhdJ jdpj;J
toq;f Kbahj epiyik fhzg;gLk;
NghJ mur kw;Wk; jdpahu; Jiw
gq;fhz;ikapd; Clhf nghJ
kf;fSf;F jdpahu; Jiwapdu; Rfhjhu
guhkupg;Gr; Nritapid toq;Ftjw;fhd
Njitapid murhq;fk; Cf;fg;gLj;j
Ntz;ba Njit fhzg;gLfpd;wJ.
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1. Introduction
The desired goals of health
systems are the improvement of
health status, financial protection,
and responsiveness to the
expectations of the population.1
By virtue of the definitions and
the characteristics of the public
and private sectors, it can be
stated that public-private
arrangements are fostered when
government agencies interface
with the for-profit private sector
by arrangement to tap into
resources when the need arises.
Public Private Partnership has
emerged as a new trend in public
sector management to improve
the efficiency and responsive to
the users.
Public-Private Partnerships (PPP)
are being increasingly encouraged
world over as a part of the
comprehensive development
framework. The need to foster
such arrangements is supported
by a clear understanding of the
public sector’s 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 on the
other.
Most high income countries, and
a growing number of middle
income countries, have policy
mechanisms to operate in both
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public and private sectors. They
have private markets for health
care, but they have avoided many
of the potential negative
outcomes because their
governments engage in
stewardship of the whole health
system, including the part not
under direct government control.
This paper focuses on PPP that
are intended to address broad
questions of providing
sustainable health outcomes to
the population rather than on the
day-to-day interaction that occurs
when the government buys a
health service from a private
supplier or where it leaves the
entire matter of health service
supply to the private sector.
The public sector in this paper
refers to national, provincial and
all other government and intergovernmental agencies with the
mandate of delivering ‘public
goods’. The word private denotes
two sets of structures; the
for-profit private sector
encompassing commercial
enterprises of any size, and the
non-profit private sector referring
to Non-Governmental
Organizations (NGOs). The word
partnership in this paper refers to
long-term, task oriented, and
formal relationships. Further, it
also needs to be differentiated
from privatization, which involves
permanent transfer of control
through transfer of ownership
right or an arrangement in which
the public sector shareholder has
waived its right to subscribe. A
distinction also needs to be made
between partnerships and

contractual arrangements,
particularly with regard to the
relationship between the public
sector and private partners.
Although such arrangements can
be used for strategic purposes,
they are inherently distinct from
partnerships.
This report is about the role of
the public and private sector in
mixed health systems which are
imperative for the health
well-being of the population in Sri
Lanka in time to come. Mixed
health systems have centrally
planned government health
services that operate side-by-side
with private markets for similar or
complementary products and
services. In such mixed systems,
the private sector encompasses a
vast diversity of providers and
other actors apart from those
owned or operated by government
entities, and thus includes
everything from NGO health
clinics to local pharmacy shops,
to traditional healers, to high-end
for-profit hospitals and to a
plethora of other types between
the extremes. Some observers
refer to all this as “the non-state
sector”. One key theme emerging
from this analysis is the
importance of public stewardship
of the non- state sector (that is,
the private sector, broadly
defined). Effective government
stewardship is crucial for
achieving broader health
objectives, given the reality that
many countries already have
large, complex markets for health
care, presenting major challenges
and significant opportunities.

WHO Report 2000. Health Systems: Improving Performance.
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Those in the public sector who
should be overseeing the entire
health system—state and
non-state—are not monitoring
what is happening in the
non-state sector and have
imperfect understanding of the
forces at work in the health
system in its entirety. Nor is there
adequate recognition of the fact
that private Out-of-Pocket
Payments (OOP) by households
account for a large proportion of
total health spending.
Compounding these problems are
severe limitations in the data
available on the non-state sector.
Basic information on what kinds
of services the private sector
provides, to whom, and with what
results is not readily at hand for
policy makers. Sri Lanka is an
example in this respect.
Over the years, the demand for
health care has increased in
tandem with the key drivers of
health care costs, such as the
rapid ageing of the population,
Chronic Kidney disease,
advancing medical technology
resulting in the increased range
and number of possible
interventions, and rising public
expectations. In recent years, the
trend in both the developed and
developing worlds has been
towards greater private sector
involvement in health care
provision and financing. Reasons
for this include insufficient
government resources which led
to under-performance on the part
of the public sector as state-run
institutions which are somewhat
bureaucratic. Also, there is a
growing realisation that involving
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the private sector in health
services provision could lead to
improved systems efficiency.
When it comes to improved
system efficiency, key questions
surrounding health care systems
around the world are: (a) how to
raise revenues to pay for health
care; (b) how to pool risks and
resources; and (c) how to
organise and deliver health care
in the most efficient and
cost-effective manner . In this
context, the strategies adopted
rely on public sources like taxes
and social insurance, or private
sources like private insurance
and out-of-pocket payment.
This report pays particular
attention to how governments can
improve their stewardship of the
non-state components of the
health systems they oversee. The
report is not about how the
private sector can enhance
delivery of a specific intervention
or a single national priority health
program. Nor is it about whether
an ideal health system should be
predominantly public or
pre-dominately private. Instead, it
recognizes the reality that many
countries already have large
private markets for health care
(as demonstrated by their large
numbers of private providers and
by the high degree of
out-of-pocket spending as a
percentage of total health
expenditure). It also recognizes
that these large private health
care markets are unlikely to go
away in the short-term. So, it
concentrates on the barriers to
stewardship of public and the

private sector and on the options
for reform. The aim is not to
advocate for a larger or smaller
private sector in any setting but to
argue that existing institutional
arrangements can be improved to
achieve health system goals
through step-wise reform to
enhance the public sector’s
stewardship of the private sector.
In this context, the author wishes
to emphasise that around 45 per
cent of Sri Lanka’s total health
expenditures are private
out-of-pocket transactions which
provide impetus to access private
health care delivery as an
alternative when the need arises.
The aim of this paper is threefold.
First, is an analysis of Sri Lanka’s
status quo in depth. Second, the
existing issues and challenges in
health care financing are
examined and finally, the public
and private partnership as an
imperative followed by necessary
steps forward are discussed.
While not seeking to detract the
dominant role of national
governments in delivering health
care, this report aims to
demonstrate that the health of the
population could be catered to in
a more equitable level. This could
be achieved through a more
formalized, integrated, regulated,
and better capitalized private
sector in an environment where
revenue funded public health care
is under stress to deliver the
health needs of the people free of
charge, and where in the world
over, health has been transformed
as a commodity to be purchased.
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2. Sri Lanka's Status Quo
Sri Lanka has placed high priority
on equity since its independence
in 1948.Even during the periods of
the closed economy, successive
governments spent close to 10
per cent of its GDP on social
welfare compared with 6 per cent
in Thailand and 3 per cent in the
Philippines (World Bank, 1981).
Sri Lanka is one of the oldest
democratic states in the
developing and developed world.
Health care and health continue to
have high priority, as is evidenced
by its relative protection in the
annual budget negotiations, and
the substantive role that health
services have played in
stabilizing the health of the
population at critical moments
such as the Malaria epidemic2.
Health policy has remained an
area decided by bipartisan
consensus.
Sri Lanka is one of the very few
countries in the world fortunate
enough to have a comprehensive
system of health care delivery,
which covers all segments of
society, irrespective of purchasing
power. Sri Lanka’s health system
evolved gradually over a period of
more than three decades since
independence, to acquire the
features that we see today.
The present system deserves
praise for maintaining high
standards of preventive and
public health services, although
the emphasis and the share of
expenditure has declined. The
percentage of expenditure on
those services has decreased
from 9 per cent in 1990 to 6 per
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cent in 20113. Yet, 99 per cent of
mothers receive regular antenatal
care and 98 per cent of them
deliver their babies in
Government health facilities.
Also, 97 per cent of children
below 2 years are fully
vaccinated. The secret behind
these commendable
achievements despite the fund
cuts, is the argument that it is
also attributed to the educational
and social development that has
taken place in parallel to the
development of the health
system.
Accordingly, Sri Lanka remains a
moderate performer in health
status and is on par with its
South Asian counterparts.
Successive governments’ welfare
orientated policies coupled with a
continued state obligation to
address the growing health
needs of the population have
exerted pressure on health care
providers to increase the public
expenditure ratio to Gross
Domestic Product (GDP). Growing
demand and stagnating
investment has negatively
impacted on the efficiency and
effectiveness recorded in the
early days of the public health
system. With a dual health
system in operation, in the
background of market oriented
policies, equity and effectiveness
of health care delivery has
become a challenging task in the
context of protection of the poor
in relation to access to basic
medical services. As an example,
increasing Household
Out-of-Pocket (OOP) spending

indicates that health care delivery
is not entirely free mainly due to
increasing demand for health care
delivery which cannot be met by
under-funded public facilities
alone. Also, it indicates that
inequity of income distribution of
the population has widened the
gap in access to health service
delivery while the affluent
community rely on voluntary
private health insurance (which is
around 1 per cent of total health
expenditure) schemes to utilise
private facilities.
To elaborate more on income
equity, approximately 80 per cent
of employed persons earn less
than the average monthly per
capita income of US$2834. This
could be further illustrated by
examining the income distribution
among households. Mean
incomes of the lowest 4 deciles
of households are convergent with
all ranging below Rs. 17,833 per
month. Further, more than 30 per
cent of households’ monthly
incomes are less than half the
national average. At the other
end of the income distribution
scale, the highest decile of
households’ mean income range
over Rs. 140,000 per month. While
the lowest 4 deciles of
households together account for
just 13 per cent of total
household income, the highest
decile of households alone,
accounts for a staggering 39.5
per cent of total household
income.
Inequality places the poor in
permanent poverty, and rising

Saman Kelegama, 2013, Review of Famine, Fevers and Fear: The State and Disease in British Colonial Sri Lanka by Dr. S. A.
Meegama, 2012.
IPS Sri Lanka National Health Account 2011.
Official Exchange rate Rs.127=1 USD at the time of writing.
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inequality in income slows down
the poverty reduction efforts by
government. This is because
when a smaller percentage of
income goes into the hands of the
poor, their status cannot be
upgraded at the desired rate. As a
result, poverty becomes a
permanent feature. Rapid
increases in public and
household/individual debt is
partly a reflection of the widening
gap between money supply and
the actual production of goods
and services. Hence, the
distribution of financial resources
within the country is highly
unequal and the demand for
goods and services is also highly
uneven within the country.
This situation has reflected in a
vacuum in access to health care
among other social services all
over the country. Access in health
care may be defined as a
measure of potential and actual
entry for a given population into
the health system. It is the

outcome of a process that is
determined by the interplay
between the characteristics of the
health care system and the
characteristics of the potential
user. In this interplay between
providers and populations at risk,
there had been identified five
dimensions of access: availability,
accessibility, accommodation,
affordability, and acceptability.
From the Sri Lanka context, it is
seen that all the above
dimensions have been negatively
affected.
Although Sri Lanka has seen
significant improvements in health
outcomes and succeeded in
expanding the coverage of health
protection schemes over the last
decades, this paper highlights
three key challenges:
(i)

Inequalities in utilization and
spending under different
health financing schemes
(Public and Private) and
across geographic areas;

(ii)

Mounting cost pressures;
and

(iii) Fragmentation of financing
and unresolved issues
concerning the role of
central governments.
In addition, the pressures to
increase government health
spending that are primarily the
result of rising spending in the
free health care coverage, are
likely to persist further. This is
due to several factors such as
rising incidence of chronic
diseases, population ageing, and
continuing pressure from over
75,000 of health workforce for
greater compensation, and
demands for expanded benefits
under the respective schemes.
Other factors include increasing
overhead cost of maintenance of
over 600 hospital facilities, and
ever increasing cost of medical
supplies to meet the rising
expectations of patients for better
health care.

3. Cost Pressures and Their Consequences
Sri Lanka has achieved a great
deal with relatively low levels of
GDP spending on health. Share
by government has remained the
same amounting to around of 50
per cent of total health spending
from the year 1990 onward from
which health spending data are
available. The negative side of
this trend is that patients are
spending more on health (OOP)
jeopardizing family savings and
assets to pay for health care,
while there is also a significant
inequity in access to the same.
This situation implies a growing
fiscal burden to the household. In
a context of limited buoyancy of
government revenues, the share
4

of the government budget
allocated to health has increased
at a slow pace over the years, a
trend that is unlikely to be
sustainable over the longer term.
There is also growing concern
that cost-pressures not
accommodated by increased
government spending are having
adverse consequences which are
followed by hospital deficits,
increased waiting times, and other
forms of rationing, deferral of
facility maintenance, and risks of
deterioration in quality of health
care delivery.
The public and private sectors are
two major funding sources for Sri

Lanka’s health system. Figure 1
below provides the per capita
health expenditure in US Dollar
terms from 1990 to 2011 based on
the IPS Sri Lanka National Health
Account.
Private household out-of-Pocket
Expenditure (OOP) plays a central
role in this process. The primary
public provider is the Ministry of
Healthcare and Nutrition (MOH)
which serves primary, secondary
and tertiary care. The MOH
approach directly benefits the
entire population by means of
direct health subsidies. It is
assumed that the poor have a
worse health status compared
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Figure 1
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with the rich and therefore, have
more health care needs. In this
context, the flow of public health
expenditure is similar to vertical
equity where more resources
have been targeted predominantly
towards the low income segment.
This distribution therefore covers
the middle and the lower middle
class income categories including
the urban slums and the rural
areas where the marginalised
tend to cluster. In this context,
insufficient financing is a major
overarching constraint of the
Ministry of Health (MOH) to
effectively regulate the health
care sector to meet the growing

health needs of the population,
especially of the low income
segment.
On the other hand, private health
care services are largely
ambulatory. Full time private
general practitioners provide
out-patient care from private
clinics on a fee-for-service basis
in addition to private hospitals.
According to IPS Sri Lanka
National Health Accounts 2011
estimate, the private sector
provides 6 per cent of overall
in-patient admissions and
approximately 50 per cent of
total out-patient treatment which

includes OPD treatment by general
practitioners. In-patient care by
private providers are limited and
restricted to 200 hospitals with a
bed strength of 5,000 against
76,000 bed strength in government
hospitals. On the demand side, the
Out-of-Pocket (OOP) expenditure
of households clearly indicates the
deficit in facilities by provider of
free health care while aggravating
the health burdens in the
household budget due to forced
pressure on increasing health
spending. These include
over-the-counter payments for
medicines and fees for
consultation and procedures.

4. Disparities in Health Spending
An effective system of financial
provision is necessary in the
country for sustainable
development with environmental
care and minimum regional/
provincial disparities to redress
the health needs of the people
which are imperative. Table 1
below depicts the regional
disparities as a share of the GDP
for the period 2005-2011.

In this context, the sharp
difference between the level of
prosperity of the Western
Province and that of the others
is a worrying concern. While the
poverty headcount in the
Western Province is a mere 4.2
per cent, it is more than 10 per
cent in the Northern, Eastern,
North Western, Uva and
Sabaragamuwa Provinces.

Again, if the sole responsibility of
addressing this is left to the
government, then a widening
budget deficit due to direct and
indirect subsidies for poverty
alleviation, rising inflation along
with interest rates, and
depreciating currency will persist
further.
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Table 1
GDP Share (%) by Province 2005-2011
Province

2005

2006

2007

2008

2009

2010

2011

Western

50.8

50.1

46.5

45.4

45.1

44.8

44.4

Central

8.5

8.8

9.6

9.8

9.6

10

9.8

Southern

8.9

10

10.5

10.5

10.2

10.7

11.1

North Western

8.9

9.1

9.6

9.9

10.3

9.5

10

North Central

4,3

4

4

4.7

4.8

4.8

4.6

Uva

4.5

4.3

4.9

4.5

4.6

4.5

4.5

Sabaragamuwa

6.4

6.1

6.4

6.4

6.3

6.3

6.2

Eastern

4.7

4.9

5.2

5.6

5.8

6

5.7

3

2.8

2.9

3.2

3.3

3.4

3.7

Northern

Source: Central Bank Report various years.

An annual budgetary allocation of
more than 90 billion rupees is
made to the Health Ministry in
2014 to run more than 600 public
hospitals and medical clinics, pay
the salaries of some 17,000
medical officers, 36,000 nurses
and thousands of other
para-medical and health
administration officials.
Government finances health
improvements both directly,
through investment in the health
sector and indirectly, through

spending on social determinants
by reducing poverty. Since Sri
Lanka has gained Middle Income
status, external financing to
health sector development by
international donors dried up and
the tax revenue ratio to the GDP
became stagnated over the years.
As a result, the cost pressures on
the national budget, made non-fee
levying public health sector a
non-priority. It has been found
that the annual allocation of funds
is not sufficient to meet the

demand for the health needs of
the public as in-patient and
out-patient numbers are growing
rapidly with emerging of new
diseases. Figure 2 below provides
the trend of Out-Patient visits in
public and private health facilities
from 2000 to 2013. Accordingly, it
has been recorded that in the
year 2013, there were around 50
million OPD visits in public
hospitals while private hospitals
have recorded 6.7 million visits.

Figure 2
OPD Treatment by Public and Private Facilities 2000-2013
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Source: Census of Private, Co-operative and Estate Hospitals 2013, IPS.
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The present public finances in the
country do not permit
strengthening the social sectors
like health and education unless
there is a major reallocation of
public resources across different
sectors of public investment.
Public expenditure on health in
the country remains less than 2
per cent of the GDP, though
private expenditure is
continuously increasing more
toward infrastructure
development. Given such a low
level of public expenditure, the
achievements received in the
past decades in terms of positive
health indicators are noteworthy.
But it was not the same in recent
years. Yet, the day-to-day
experience of ordinary citizens
with respect to availability,
accessibility, affordability and
quality of health care is much to
be desired.
The result is a widening gap
between private and public
institutions in terms of the
availability and quality of health
facilities. This has encouraged
even non-affluent patients to rely
on private providers, at least for
out-patient treatment and routine
medical tests. Eventually, rural
families confronted with
non-communicable diseases such
as cardiovascular, diabetes,
cancer, etc., which needs
expensive treatment from
hospitals far away from the area
of dwelling, might be forced to
avoid regular long distance
travelling due to economic
reasons. This would create a
deficit in drug usage by
continuing out-dated prescriptions

to purchase medicine from the
nearest unregulated pharmacies
as state funded rural dispensaries
have become dysfunctional due
to shortage of drugs and
manpower. Long-term residential
care for elderly patients is out of
reach for poor households. This
situation is further aggravated by
the non-availability of medical
personnel for routine supervision
in government hospitals in distant
areas. Also, most of the
physicians in government
hospitals do not have confidence
in the reliability of laboratory
investigation reports of
government hospital laboratories,
and as such, tend to order a
second investigation to be
performed by a private sector
laboratory adding more burdens to
the purse of the poor.
On the other hand, in Sri Lanka
private providers of health care
play an important part in the
health care delivery today. Though
they make use of many medical
specialists attached to public
institutions, private health care
institutions are run entirely as
private enterprises. Patients
usually have to pay fees upfront
and often do not get such
expenses reimbursed as they are
not covered by health insurance.
This situation restricts private
residential care to a small
minority of affluent patients or
those who are covered by limited
private health insurance available
in the country. In this context, the
absence of private but non-profit
health care institutions in the
country is a case in point despite

the existence of Co-operative
hospitals of around 10 in number.
As it is well known, Sri Lanka
does not have a systematic
referral system although it is in
the blueprint stage in the state
health sector (Health Master
Plan). The referral system is not
functioning well as the
government doctors have been
allowed to work in private
facilities after completion of an
allotted number of hours per day
in the public facilities. In the
private sector, it is not mandatory
for a GP to refer a patient seeking
out-patient treatment to a
specialist, in public or private
facilities. Instead, most patients
go direct to specialists in private
hospitals and thereby creating
long waiting lines at private
consultation rooms. Moreover,
patients are not well distributed
among GPs as the spatial
distribution of GPs are not
regulated. Many patients do not
go to the same GP on a regular
basis and, as a result, the
management of case loads is not
done in a systematic fashion.
GPs provide a critical link
between the community and the
health care institution. If the
patients first go to a GP, the
number of patients turning up at
specialist consultation rooms will
be drastically reduced, allowing
specialists to allocate more time
for patients. Yet, such a system
can work only if realistic fee
structures are worked out and
patients are covered by health
insurance that reimburses most of
their out-of-pocket expenses.
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5. Health Expenditure
Total Health Expenditure (THE) as
depicted in Figure 3 increased to
Rs.183.4 billion in 2011 from
Rs.11.4 billion in 1990. While
expenditure has soared over the
years, a large proportion of health
expenditure is incurred on
recurrent costs rather than on
investments to enhance the
quality of health care facilities.
Health expenditure as a
percentage of GDP expenditure
has declined to 2.8 per cent in
2011 from 4.0 per cent in 2004.
This statistic reiterates the issue
of under-funding in the health
sector mainly in the public sector,
at present which is a critical
concern for the health of the
population. In the meantime, the
government comes under
immense pressure to reduce
social expenditure with resultant
adverse consequences on
vulnerable groups.
Escalating household debts
aggravates the situation further,

especially on these groups due to
the absence of adequate
availability of social assistance
and protection. Household income
plays a major role in determining
nutrition levels of under-fives, with
those among the country’s
poorest 20 per cent three times
more likely to be malnourished as
those in the richest quintile.
Families working on tea estates
are among the nation’s poorest in
terms of earnings as well as
nutrition. One in every five
children younger than five is
malnourished nation-wide and one
in six newborns has a low birth
weight, one cause of infant
deaths, according to a recent
study.
As observed from Figure 3,
private expenditure has steadily
risen over the years. Private
sector spending share has
exceeded 50 per cent for the
period between 1990-2011.
Private sector sources consist

mainly of OOP expenditure,
voluntary insurance, NGOs and
private employers’ own
arrangements for health. OOP
dominates by an average of 87
per cent of the total private
expenditure. Private voluntary
insurance and employers
contributed to 4.8 per cent in
2009 and 6 per cent in 2011.
Private voluntary health insurance
share in total expenditure
accounted for Rs.65.7 million in
1990 and rapidly rose to Rs. 6.2
billion in 20115.
OOP payments have many
drawbacks: they are the most
inequitable form of health care
financing, the poor pay a
disproportionate share of their
income, and there is no
opportunity for crosssubsidization between rich and
poor or between the healthy and
the unhealthy.

Figure 3
Private Household Out-of-Pocket Expendtiture, Total Private Expenditure and Total Health Expenditure
1990-2011
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Figure 4
Trend in Expenditure on Health as a Percentage of GDP 1990-2011
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6. Existing Challenges
Sri Lanka is challenged by a
number of factors in the health
system:
(1) The demographic and
epidemiological transition
combined with the residual
non-communicable disease
burden;
(2) Insufficient health budget
afflicted by shrinking
government revenues with
rising costs; and
(3) The poor management
procedures in the public
health system, all of which
pose threats to the
safeguard and
improvements of the health
status.
Apart from the above, the country
also faces several major
problems in its health sector.
They include:
(i)

Confused macroorganization of health care
financing and delivery
resulting from devolution
(devolving power through
Provincial Councils);

(ii)

A lack of an overall health
sector policy;
(iii) A severe shortage of human
resources including nurses
and specialists. At present,
public hospitals are
experiencing a shortage of
around 15,000 nurses while
700 doctors are awaiting to
get recruited to government
hospitals.
Amidst all these challenges,
providing free health care to its
population through the public
health care system prevents
catastrophic situations in poor
households.
The public health system is
over-stretched. There are fewer
resources available (human and
financial) to improve the quality of
patient services. It will require
infusions of additional funding and
human resources to reduce
pressure on overworked staff, to
reduce overcrowding and improve
quality, and to reduce the waiting
time. New resources are also
needed for management capacity

building, access to new medico
technology which is a necessary
precondition in order to improve
the current system to maintain
the quality and strength and
continue the existing system.
Constraints in funding for public
health services has also kept
physician salaries very low
compared to what other
equivalent professionally trained
persons can earn in the private
sector. As a result, the chances
of a large exodus of the best
doctors and specialists to the
private sector have always been
great.

6.1 Ageing Population
The demographic profile of the
country influences health care
demand. Sri Lanka’s population
is rapidly ageing. The population
is projected to reach its peak of
21.9 million people in 2031 and
start declining after 2046. By
2041, one out of every four
persons is expected to be an
elderly person, making Sri
9
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Lankans the oldest population in
South Asia. Increasing urban
population is also another factor
that determines how services
should be made available. The
shift of families to urban towns
has left elders to care for
themselves in rural areas. Thus,
there is a growing need to
improve health care facilities for
elders and health cadres that are
trained in caring for elders in the
community.
Gains made by the health sector
long before have been challenged
by the demographic transition
triggered by the gradual ageing
population and a declining fertility
rate resulting in a constrictive
population pyramid. The eventual
decline in the working age
population has concurrently
increased the dependency ratio
creating an epidemiological
transition from maternal and child
health to non–communicable
diseases.
Despite predictions and forecasts
that the percentage of aged
population will double in the next
20 years, the response by the
public health sector seems to be
slow. Formal linkages between
health and social services in this
regard have not been
implemented as yet. Thus, there
is an absence of an
organisational structure to
support caregivers in the families
with elderly persons. Support
services such as day care
centres are sparse and elders’
homes continue to require funding
from Non-Government
Organisations or from the private
sector. Already a few private
organizations including “Help Age”,
have initiated elderly home
programmes.
It is clearly visible that impending
challenges therefore lie more with
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the state capacity to join hands
with the private providers to
provide health need to the
population mainly to the elderly
with NCD.
The present health care delivery
system, budget and
infrastructure, both human
resource and physical, was
designed to cater for a growing
young population, whose main
health concerns were mother and
childcare, nutrition and
communicable diseases.
However, with the population
ageing, geriatric medical care has
become a priority and illness
patterns have moved from
infectious diseases such as
malaria, filaria, influenza and
chicken pox to lifetime diseases
such as diabetes, high blood
pressure, cancer and kidney
disease, etc., which require
lifetime expensive treatment.
Neither the present health budget
nor the health human resources
plan of the health care delivery
system nor the physical
infrastructure presently in
operation can cope with these
new challenges. The National
Health Plan needs to be
completely revised in all aspects:
human resources, physical
infrastructure and equipment, to
meet the new challenges of
providing first class health care to
geriatrics and an ageing
population.

6.2 Insufficient
Medical Supplies
The government has not been
able to increase funding
sufficiently to keep pace with
changing epidemiology and
medical progress. New
technology and costly medication

raise expectations of patients
indicating the need for additional
funds to manage the health
system. Medical supplies are a
major element of hospital costs
borne by the state in the context
of free health care provided
through public hospitals. The rise
in the costs of drugs is attributed
to the inefficiencies in the
estimation of drug needs,
procurement, storage and
distribution which further
contributes towards the costs.

6.3 Overcrowding of
Hospitals
Approximately three-fourth of the
government health budget for
recurrent expenses go to public
hospitals overheads. Sri Lanka
achieved historically low levels of
public health expenditures when
medical technology was not so
costly, along with low salaries for
health professionals and
centralized purchasing of
essential drugs and supplies. With
trade liberalization policies
adopted in 1977, and new
expensive medical technology
developed world over, the
government has found that it
cannot provide sufficient funds to
sustain to be in line with the new
development. Meanwhile,
overcrowding and long waiting
lines has forced patients to seek
health care from the private
sector whenever they can afford
to pay. Eventually this situation
has paved the way for 50 per cent
of the out-patients to visit private
facilities. However, since most of
the population cannot afford to
pay the fee levied by private
hospitals, they continue to rely on
public hospitals for in-patient
services whatever available.
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6.4 Human Resources
Compared with many developing
countries, the majority of the
health institutions in Sri Lanka are
resourced by different categories
of trained health care workers.
The primary difficulty relating to
human resources were:
(i)

Shortages of nursing and
paramedical staff,
(ii) Severe geographic
misdistribution, and,
(iii) Insufficient facilities for basic
and in-service training.
The total number of Medical
Officers (MOs) increased to
15,910 in 2012. MOs per 100,000

population also increased and in
2012 it was 78 as compared to 71
in 2010. Similarly, the number of
nurses was 36,486 in 2012 which
was an increase from 171 per
100,000 population in 2010 to 180
in 2012. Although the island value
is 180 nurses per 100,000
population, more than 50 per cent
of all districts are less than 180
nurses and 5 districts are less
than even 100 nurses per 100,000
population.6
Sri Lanka achieved enviable
results in its health sector and is
now facing difficulty of
maintaining its record, because it
is challenged by its
epidemiological transition while

the world over, health has become
a commodity to purchase. With
the conclusion of war, the rapid
economic development that took
place was accompanied by a high
incidence of mental disorder, drug
addiction and suicides. Raising
the standard of health care
delivery needs the raising of per
capita income to meet the cost of
better quality of health care and
new expensive medical services.
On the other hand, the
government’s budget is stretched
beyond its limits partly due to
envisaged infrastructure
development which lagged behind
the civil war which was ended in
2009.

7. Prepayment and Risk Pooling
Avoiding (over)reliance on direct
payments is a central issue in
disparity in access to health care
that is prevailing. Direct or Out-ofPocket (OOP) expenditures can
constitute a major barrier to
access and are often an important
source of financial hardship and
inequity to eliminate, or at least
reduce, direct payments are two
characteristics that need to be
advocated in promoting universal
health coverage which will reduce
the disparity in health delivery.
Sri Lanka’s publicly dominated
health care provision and
financing has been not so
effective in providing effective and
equitable health care services to
the whole population at low cost
to both the economy as a whole
as well as the public treasury.
National health expenditures have
been low, and have not inflated
with time or with economic
6

development and market
liberalization post-1977. The
empirical evidence demonstrates
whether the Sri Lankan public
hospital system manages
available resources efficiently,
and achieves productivity and
efficiency levels on par with the
private sector.
The principal reason for the lack
of this appears to be insufficiency
of resources at the margin to fund
additional management capacity
or to increase human and
financial resources in the delivery
of services. While Sri Lanka’s
public health system is still a
centrally managed command and
control system despite devolved
functions, it lacks the resources
to shift to a more effective or
responsive management
structure. This constraint requires
significant new financial
resources to resolve and deal

with existing issues. A decade of
experience with devolution has
not resolved many of the real
implementation and design
issues. Political commitment to
decentralization has also been
lacking, and has manifested itself
in all areas contributing to
continued confusion and
ambiguity.
It is unrealistic to expect any
significant increase in public
expenditure in real terms in the
coming years amidst the debt trap
looming in the country’s economy.
Given the current development
thinking and political priorities, it
is unrealistic to expect any major
shift in a way the public resources
are allocated across different
sectors. In other words, socially
important sectors such as health,
education and social protection
are unlikely get priority treatment.
The result is a widening gap

Annual Health Bulletin (2012).
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between private and public
institutions in terms of the
availability and quality of health
facilities. This has encouraged
even non-affluent patients to rely
on private providers, at least for
out-patient treatment and routine
medical tests. In the absence of
affordable private or public health
insurance, OOP expenses
incurred by patients have become
a severe burden on households.
Yet, many people do not see an
alternative to publicly provided
health services due to financial
constraints.
Given this situation, it is
necessary to determine what sort
of reforms are feasible in order to
improve the performance of the
health sector. In this context, the
vital issues include, the optimal
use of existing resources within
the health sector, mix of health
care institutions, and relationship
between public and private
institutions. The role of health
insurance and inter-sectoral
action to deal with health issues
are the areas that can be
strengthened to improve the
financing and access to health
care.

Availability of data and study
resources provide an assessment
of the technical inefficiency of
taxation funded health services in
Sri Lanka. The predominance of
hospital services in the public
sector means that efficiency in
the hospital system is a reflective
of overall system efficiency. At
present, from an international
perspective, the Sri Lankan
health system needs a more
proactive approach to make
efficient use of the physical and
human resources. The
government spends a relatively
small amount of its resources and
produces a not so impressive
health status for its people.
Hence, Sri Lanka has difficulty in
maintaining a better health status
record, because it is completing
its epidemiological transition. The
population now suffers
increasingly from chronic
diseases. Chronic Kidney
Diseases that prevails in the
most part of the North Central
Province is a case in point.
This challenge is significant but
not insurmountable. There is a
tremendous opportunity to
leverage the private sector in

ways that improve access and
increase the financing and quality
of health care goods and services
in the public facilities throughout
the country. In a country where
public resources are under
pressure, the private sector is
already a significant player.
Around 50 per cent of health care
financing in Sri Lanka comes from
private sources, and about 50 per
cent of total health expenditure
goes to private providers. Just as
important, the vast majority of the
country’s poor people, both urban
and rural, rely more on public
health care but reaching to private
health care as a last resort.
In this regard, risk pooling is
widely regarded as a better and
more equitable method for
financing health care rather than
the out-of-pocket payments on
which most of the population
currently depends. Further, risk
pooling arrangements and their
ability to contract with provider
organizations for the provision of
care are a powerful force to
encourage the development of
higher-quality, more organized
more proactive public and private
sector providers.

8. Private Health Care Providers
Though the private health sector
in Sri Lanka largely provides
out-patient services, they make
important contributions to the
health care service in the country,
but have no formal associations
with the state sector. Provision of
in-patient services is much more
limited in the private sector with
only 5,000 beds compared to the
75,000 beds in the public sector
health care facilities .The private
sector services are mainly limited
to the main urban areas in and
12

around Colombo. Private health
expenditure has drastically
increased within the last few
years with investments being
mainly on capital investments,
expanding the bed capacity,
expanding the technology and
soon. In Health Master Plan
2005-2016 Sri Lanka, it is
mentioned that the investments
will be forecasted on IT and
technology expansion in the
government sector as well.

Rapid ageing of the population
and rising non-communicable
diseases including cardiac
diseases, mental health,
accidents and injuries have
created a demand for health care
services than before. Ageing
population in the country is
forecasted to be increased by 25
per cent in 2025. According to
WHO, 65.4 per cent of deaths has
been reported due to
non-communicable diseases in Sri
Lanka in 2009. Taking note of this
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situation, private sector providers
have timely forecasted the future
demand for the health care in the
country and are rapidly increasing
their investment on necessary
health resources.
The formal element of the private
sector consists of non-public
entities that include for-profit
commercial companies, non-profit
organizations, and social
enterprises. Individual public
sector health workers also
provide private sector services,
both formally and informally, and
an informal health sector of
healers, midwives, and individual
medicine sellers also provide
care.
The private sector consists of
technologically advanced
machinery and equipment and
public hospitals also refer
patients to such facilities to get
the services done. Maintenance
of the machines are also not up
to standard in the public sector
and it was found that the machine
breakdowns that occur in the
public hospitals are due to poor
maintenance. Regular breakdown
of thermo therapy equipment at
the cancer hospital and referring
serious patients to private
hospitals are a case in a point in
this regard.
The private sector is often
perceived as serving only the
rich, but often the opposite is the
case. In fact, private sector
providers, including for-profit and
social enterprises, fill an
important medical need for the
poor and rural population
under-served by the public sector.
In addition, the private sector
frequently provides services or
products that might not otherwise
be available, such as advanced
medical equipment and
procedures. In many cases, the
private sector can also provide
higher-quality services. Together,

these benefits are likely to lead to
improved health outcomes across
the country if properly regulated.
From interviews with stakeholders
which include health care givers
and recipients, five main
imperatives emerged that together
create an agenda that can
mobilize the responsible
development of private sector
health care in the country. These
include developing and enforcing
quality standards and fostering
risk pooling programs.
Weaknesses in public health
care, among other reasons, has
seen a rise in demand for private
health care services in Sri Lanka.
As a multitude of factors point
towards increasing demand for
private healthcare, the shortage
of skilled professionals in the
industry act as a constraining
factor in exploiting such demand.
The number of medical
professionals in Sri Lanka,
although progressively higher
over the past several decades, is
still relatively lower than the
number in regional countries. The
shortage of medical personnel is
more pronounced in private
hospitals which are dependent on
visiting specialists to attract
patients, given the doctor-centric
nature of the Sri Lankan health
care industry. The recently
debated burning question as to
whether foreign medical
specialists have a right to work in
the private hospitals in Sri Lanka
leaves an open-ended question.
According to the Private
Hospitals’ Association (PHA), this
burning issue is now adversely
affecting the private health sector
by disrupting the clinical activities
of the specialist centres of their
hospitals.
In the last fifteen years, the major
private hospitals invested over
Rs.50 billion by way of total
expenditure to increase

capacity-building within the
private health care sector by
investing in necessary
infrastructure, cutting edge
technology and continuous
development in human capital in
the clinical discipline. The centres
have created several hundreds of
employment opportunities with
more than 45,000 servicing the
sector directly and over 100,000
indirectly. The centres were set up
under Section 17 of the BOI Law
of Sri Lanka, and even then, the
agreements signed with BOI had
no restrictions imposed on the
hospitals on the number of foreign
nationals being employed, if the
hospital management considered
recruitment of such personnel as
necessary for the proper and
efficient functioning of the
business enterprises.
The private service providers
have not widely spread their
services all over the country as it
not very attractive to set up
health care facilities in rural areas
from a business point of view.
Private sector providers have
accepted that the investment and
the risk to set up a health facility
in rural areas are higher than
setting up a facility in main cities
due to the unavailability of human
resources, transport cost,
infrastructure constraints,
management difficulties and
demand for services. The private
sector is of the view, that if the
government facilitates them to
diverge their business to the rural
areas by providing lands,
infrastructure and tax
exemptions, they will be able to
expand the services for a wider
coverage in the country.
The limitations of public health
care, particularly inadequate
capacity, limited availability of
specialty treatment and
disparities in service quality, have
provided an impetus for the
growth of the private health care
13
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sector. In spite of intensive
investment for health resources,
government could not make any
major impact in developing the
health sector during the past few
years. Whilst demand for private
health care is expected to be
robust over the short to medium
term, intensifying competitive
pressures has signalled a
negative effect on the profitability
of players. This is particularly true
for the capital Colombo, in which
most private health care sector
operators have consistently
expanded room capacity in recent
years. IPS survey estimates
indicate that the 4 listed operators
increased their collective room
capacity by around 55 per cent
over the last 5 years while
maintaining the bed occupancy
rate at around 80 per cent. On the
other hand, larger more
established players have in
recent times sought to strengthen
their geographical presence by
venturing outside the capital.
Operators have also attempted to
diversify their revenue sources by
providing additional services such
as laboratory and pharmaceutical
services.
At present, Sri Lanka’s two tier
health system – comprised of a
heavily subsidized public sector
and a user charged private sector
– has produced a progressive
health care delivery system to
face the health challenges
indicated above. Household
preferences having shifted to
western or allopathic, the focus
has shifted to sharing with public
health services and private
western services. Although
demand for western medical
services rose dramatically, it was
not accompanied by an increase
in the ability of the public sector
to meet the health needs of the
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whole population, which paved the
way for a section of the
population to seek treatment from
the private sector as decided by
their ability to pay for the service.
This situation has led to the
establishment of the private
hospitals network in Sri Lanka
and which spread island-wide
during the period of around 150
years from the inception of the
first hospital. The year 1980 saw a
continuing shift which appears to
have stabilized during the 1990s.

the major contributors in this
process.
In the case of the private hospital
industry, it remains concentrated
in highly populated areas where
the rich and urban middle class
are congregated. It is important to
point out that both the suppliers
and consumers of private
services are largely drawn from
the middle class and above.

In 1990 there had been 44 private
hospitals in operation which
increased to 87 hospitals in 2008,
and further increased to 145
hospitals in 20137.With the wave
of liberalization introduced in
1977, the Sri Lanka health sector
has seen the beginning of the
growth of private hospital
capacity assisted by State
sponsored investment incentives,
and was boosted further with the
end of the war situation in 2009 in
recent years, based on in and
out-patient numbers and revenue.
Their investment in cutting edge
technologies and the
modernization of medical facilities
has certainly contributed to the
expansion of health facilities of
the affordable income earning
segment of the society.

Although private health insurance
has improved, it lacks the
potential to expand beyond the
small affluent sector. It still
remains unable to directly
address the major issues of the
OOP expenditure in the
household. There is a higher
utilization of the private sector
among the urban middle class.8
There is a marked preference for
allopathic medicine but the choice
of medical facilities utilization
shows variations across classes.
IPS survey reveals that the urban
middle class used the private
facilities more than the
government facilities while the
urban poor utilize the facilities of
government hospitals depending
on the accessibility. The greater
availability of private practitioners
in rural areas fills the void of
private hospitals.

In this context, it is imperative to
identify the key process that
influence the shaping of the
private health sector. The growth
of the middle class and their
influence on both the supply and
demand side of private health
service, role of the government
and MOH especially in terms of
investment in uplifting, expansion
and modernizing public health
facilities, and the role and
influence of medical equipment
and pharmaceutical industries are

Private health care services are
largely ambulatory. Approximately,
2000 full-time private general
practitioners provide out-patient
care from private clinics on a
fee-for-service basis. The major
portion, however, is delivered by
government doctors in their
private practice, who work from
home, clinics or private hospitals.
The operations of private GPs
who dispense out-patient
treatment are faced with
competition from private hospitals

IPS Census of Private,Co-operative and Estate Hospitals 2013.
Pieris, I. (1999), “Treatment and Health Behaviour in Sri Lanka”. Oxford University Press, New Delhi.
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through the networks of
channelling services and would
gradually decline over time, when
private hospital centres spread
across the country in time to
come.
The emergence of a private health
sector is driven by demand.
Affluent members of the
population expect high quality
health services and create the
demand for a private sector. The
quality of care at private facilities
was perceived to be of high
quality. Newly built private
hospitals are equipped with large,
ultramodern and lavish medical
technology. The prompt services
at the private general
practitioners’ clinics also offer
convenient medical services in
particular to the nearby
population.
Private health providers
complement the medical services
provided by the government.
Private health providers mainly
focused on curative services and
include general practitioner
clinics, and medical centres

servicing private hospitals.
Private hospitals exist in a variety
of sizes (with the number of beds
ranging from 5 to 500). There are
200 private hospitals registered
with the Private Hospital
Regulatory Commission in which
145 Hospitals are actively
operational (with a total of 5,000
beds), and an estimate of about
2,000 private general practitioner
clinics (providing a range of
primary health services). A rapid
increase in bed numbers could be
seen after the end of the war in
2009 as more private hospitals
came into operation in the
Northern and Eastern area.
Out-patient care by the private
hospital sector are limited, and
restricted to over a hundred
nursing homes and hospitals in
urban areas, which were staffed
by both full-time private doctors
and government doctors working
in their off duty-hours. However, in
the last two decades, there has
been an increase in their number
and the level of sophistication of
their services.

The private sector often provides
services or products that might
not otherwise be available. For
example, the Ministry of Health
only recently attempted to
purchase bio–medical equipment
for heart surgeries. Although heart
surgeries are conducted in a few
government hospitals, the number
of patients that are waiting for
heart operations have to be in the
waiting list for a longer period.
Previously, the only available
machines were in private
facilities. In metropolitan areas
mainly in Colombo City, the
private sector frequently operates
specialized facilities that
predominantly serve the middle
and upper classes. In Colombo
City alone there are five such
private tertiary hospitals with
modern equipment that serve
upper-middle-class patients who
might otherwise travel abroad for
care. Such entities can serve as
a national benchmark for public
and private sector providers,
raising expectations and
benefiting the broader population.

9. Public Private Partnership (PPP) in the Health
Sector is not a New Trend
It is important to acknowledge at
the outset that many in the public
health community oppose in
principle a role for the private
sector in health care. Indeed,
there are legitimate concerns
about the role of private providers.
In this context, the government
needs to play a key role in the
PPP process by creating the
political environment to win the
trust of the general public, trade
unions and private sector
investors. Partnership is
commonly used to describe the

relationships and collaborations
between two organizations or
institutes. As per the WHO, the
PPP is a tool to bring together
some common goals and
objectives of improving the health
care service to benefit the
society. Blagescu and Young in
2005 described that PPP means
the government and the private
party have agreed to work
together in order to implement a
program, in which each party had
clearly defined roles.

Public-private partnership is the
contractual agreements between
public and private sectors in order
to provide product or service to
its nation. Partnerships help to
improve the infrastructure to
deliver the quality services as
well as enable the public sector to
benefit from efficiencies,
innovations along with the capital,
skills and experiences of the
private sector institutions. By
collaborating with each other, both
sectors can deliver better service
with available resources providing
15
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better value for money which
would have not been feasible if
done individually. (Bennett, 1991).
The need for public-private
partnerships in health care is
required due to the inadequacies
of the public sector in addressing
the total health care demands.
Although the public-private
partnerships generate a powerful
tool for providing solutions to the
difficult problems by leveraging on
the strengths of two different
partners, PPP also answers the
challenges of the changes in the
processes (WHO, 1999).
By virtue of the definitions and
the characteristics of the public
and private sectors, it can be
stated that public-private
arrangements are fostered when
government agencies interface
with the for-profit private sector by
arrangement to tap into resources
when the need arises.
Public-Private partnership has
emerged as a new trend in public
sector management to improve
the efficiency and responsive to
the users. It is government
responsibility to provide basic
health care services to the people
as the majority of the population
mainly the poor are dependent on
it. In areas where it is not able to
provide services, it should
collaborate with the private sector
to meet the objective of fairness
in health delivery.
In Sri Lanka, PPP was in
existence unofficially for a longer
period of time. With the
restructuring of the economy in
1977, all universal welfare
programmes became targeted and
food subsidies largely withdrawn.
During the same year, there was a
shift in government policy on
health when it allowed medical
officers and other technical

9

officers within the state health
sector to practice privately,
outside their official working
hours. This was the first instance
that unofficial PPP was
established. There are around
17,000 government doctors
working in government hospitals
today. The large percentage of
these doctors employed in the
public sector, practise privately
as GPs or in private hospitals
after their official duty hours.
In Sri Lanka there have been
various PPPs in practice
informally for the last few
decades. Some examples for
PPP involvements in the health
sector in Sri Lanka are
summarised below.
(a) Government doctors doing
channelled practice in private
hospitals during their off-duty
hours;
(b) Government doctors doing
their own General Practice in
privately owned dispensaries
who work as a catalyst to
referral system with
government or private
hospitals;
(c) Involvement of Traditional
Health Care ProvidersAyurveda, Homeopathy;
(d) Supply of equipment and
drugs by the private sector;
(e) Clinical Investigations and
admissions to the state
sector hospital through
private channel consultations
and vice-versa;
(f) Medical consultation
services, Laboratory and
other diagnostic services in
public sector are obtained
from private laboratories;
(g) TB/Influenza prevention/
vaccination programs in
private sector funded by the
government;

Ministry of Health, Annual Health Bulletin 2008, 105.
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(h) President’s Fund
– assistance in major
surgical procedures treatment
in private sector;
(i) Govt. servants’ insurance
– provision (Agrahara) to get
treatment by the private
sector;
(j) National Blood Bank
Operation – Provide blood to
the private sector;
(k) Representatives from major
private hospitals serving as
members of Private Health
Regulatory Commission;
(l) Outsourcing of Facility
Services – Cleaning, Clinical
waste management,
Laundering, Cafeteria etc.
In most government hospitals,
doctors recommend that patients
obtain prescribed medical tests
from private laboratories for
accuracy and to expedite the
treatment process. Patients who
seek laboratory tests from private
laboratories are satisfied with the
costs they paid as they have
confidence of the laboratory
results amidst government
spending a sum of Rs.139.9
million in 2008 by providing
essential laboratory equipment to
upgrade lab service in major
hospitals.9 Most private hospitals
in Colombo have their own
medical laboratories and sample
collection centres opened up all
over the island. Some hospitals
have samples bar-coded
throughout the entire process
from collection to issuing results
for the convenience of the
customers.
In a country like Sri Lanka, when
the situation is emerging that
health needs of the patients
should get priority whether it is
delivered by the public or private
sources, it is not the patients with
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common illnesses that need the
benefits of PPP arrangement.
Instead, it is more useful when it
intervenes with patients in
government hospitals who are
faced with acute illnesses.
Especially when Sri Lanka is
confronting with a demographic
shift toward an ageing population,
coping illnesses related to old age
process will become crucial to the
state health sector.
It was reported that the highest
categories of complaint/diagnosis
reasons among elderly for current
hospital admissions are;
(i) Acute Coronory Syndrome
(18 per cent),
(ii) Fever (14 per cent),
(iii) Complication of Renal Failure
(13 per cent10).
The same study reveals that the
number of people with chronic
disease needing long-term drug
therapy constitute
(a) Ischemic heart Disease (24
per cent),
(b) Diabetes Mellitus (17 per
cent),
(c) Hypertension (24 per cent).
According to leading causes of
hospital deaths in 2008, death by
Ischemic Heart Disease was
highest among all deaths in
hospitals which accounts for
4,466 deaths, which is 12.5 per
cent proportionate to total
hospital mortality and 22.1 rate
per 100,000 population. Further,
Pulmonary Heart Disease and
Disease of the Pulmonary
Circulation have recorded 3,580
deaths which is 10 per cent
proportionate to hospital mortality
and 17.7 rate per 100,000
population11.

10

11
12

Added to the above finding is that
government health authorities
recently announced that 5,000
patients in government hospitals
are waiting for heart operations as
at 2013. It is to be noted that
patients who undergo heart
surgery in government hospitals
are not free of charge. They have
to purchase surgical items from
outside sources at a cost.
According to the Private Hospital
Association, at any given time,
there are approximately 50
patients admitted to the Heart
Centres in private hospitals as
in-patients and awaiting surgical
procedures to be performed. This
is in addition to the monthly
schedules in the waiting list which
may run to well over 160. A fair
number of patients belong to the
high risk category.
The above shows the capacity of
intervention by two different
providers which have two different
objectives, while mostly served
by the same medical personnel.
The increased performance of
CABG by private providers
indicate their improved capacity
intervention mostly patronized by
the richest and middle class in
urban and suburban areas.
In this context, the private
hospitals are in an advantageous
position because Private hospital
providers have embarked on
introducing new bio-medical
technologies at a cost with newly
built hospital infrastructure to
increase their market share in a
competitive health care delivery
atmosphere among themselves.
Amidst this situation, it is
heartening to know that health
authorities have stepped into

import bio-medical equipment for
intervention.12
According to the health
authorities, the government has
allocated in 2014 over Rs. 2,000
million to procure bio-medical
equipment (BME) required by
government hospitals. These
sources further say that the
government might have to form a
partnership with the private sector
when acquiring BME. But the
issue is, that procurement of
BME by the hospital authorities
will be subject to usual procedural
delay which contributes to add
more patients into the category of
5,000 patients already waiting for
heart operations in government
hospitals. On the other hand, the
government offers subsidies to
private hospitals for import of
high tech bio-medical equipment
and as a result, there is an
abundance of medical equipment
and technology in metropolitan
areas mainly in Colombo city. It is
therefore imperative to initiate
some feasible contractual
arrangement with private
hospitals to attend to the backlog
of waiting heart patients until the
government imports of BME
materialized.
The most important fact when
initiating PPP arrangement is to
emphasise that there is need to
do away with the notion that PPP
will lead to privatization of public
health care delivery. Government
health officials are of the view
that the general public are in fear
of PPP thinking that the
government is moving towards
privatization of public services.
In the world today with the
globalization process, countries

Indian Journal of Gerontology 2010, 24.139 Characteristics of Older Patients admitted to a Tertiary Care General Medical Unit in
Sri Lanka.
Ministry of Health, Annual Health Bulletin 2008, Table 19. 132.
http://www.island.lk/index.php?page_cat=article-details&page=article-details&code_title=74821.
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have moved toward the market
economy in which the health
sector is not excluded. Instead, it
is the responsibility of the
authorities to reap the benefit
from PPP arrangement to reduce
cost, sharing resources, quality
assurance, and increase
efficiency of health care delivery
with equity and fairness. In this
context, institutional changes
may be needed in both public and
private sectors to increase
accountability, improve efficiency
and to better meet the social
mandate such as providing a
humanely service to the
population.
The Government officials are said
to be more positive towards the
government policies on PPP
initiatives in the country. They all
accept that the government
should move in the direction of
PPP to address the rising health
care needs of the population with
budgetary provision to fund
adequately to develop the health
care industry. As per the
government officials, the biggest
challenge ahead is to convince
the Trade Unions and the general
public of the country to implement
PPP models.
In the absence of government
capacity for broad leadership of
health markets, governments and
private entities can foster models
that harness private markets and

18

address their failures by reducing
provider fragmentation, creating
incentives for quality, providing
subsidies for targeted populations
and high impact interventions,
and using technologies that
expand access and improve
quality. In this context, the
Ministry of Health (MOH) should
make it a point to know what
private innovations are occurring
in the country and consider how
these programs can complement
existing government services.
Ideally, they should view high
impact models that harness and
improve the performance of health
care delivery as a part of the
health system, considering direct
contracts with successful
programs. And implementers of
innovative models that harness
and manage the private sector
should be aware of national health
goals and determine how their
programs will contribute. They
should work to form relationships
with government and integrate
with existing public services.
There needs a strong legislative
framework and a number of
guidelines and tools that have to
be developed by the MOH and the
Treasury for managing
partnerships. The review of
literature confirmed the need for
the state to have effective
regulations in order to oversee
quality and standards and to
provide stewardship and

oversight. The existing Private
Health Regulations need to be
re-visited and modified to
accommodate PP arrangements.
The public sector requires
sufficient capacity not only to
manage relationships with the
private sector but also to enable
innovation and experimentation.
Evaluation is an integral part of
all interactions not only to learn
from successes but also to
identify any perverse incentives
that may lead to unintended
consequences.
The following case study shows
that the private for-profit sector is
already engaged in a number of
high tech projects that are closely
aligned to current health system
needs. Factors that increase the
likelihood of interactions being
successful include:
(1) Increasing the government’s
capacity to manage public
– private relationships;
(2) Harnessing the contracting
expertise in private providers;
and
(3) Encouraging innovation and
learning among other factors.
Success of this mechanism
depends mainly on the functioning
of health care delivery by
increasing quality, availability, and
affordability of health care for poor
people in the country.
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10. Case Study 1
Figure 5 below, depicts the
incidences of Coronary Artery
Bypass Grafts (CABG) performed
by the public and private health
care sector providers. The Figure
shows that Private Hospitals have
improved their capacity of CABG
intervention by 2½ times from 600
CABG in 2001 to 2000 in 2012,

while the ‘public sector was
lagging behind from 200 CABG in
2001 to 900 CABG in 2012.
The situation depicted above
clearly highlights the disparities in
the capacities of the state and
private sectors, despite being
mostly served by the same

medical personnel. The increased
instances of CABG performed by
private health providers indicate
their improved capacity for
intervention for a service mostly
patronized by the upper and
middle class segments from urban
and suburban areas.

Figure 5
Coronary Artery Bypass Graft (CABG) - Public and Private
2500
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20 07
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Source: IPS Private Health Database (2000-2012).

11. PPP Potential
PPPs are most useful in relation
to patients suffering from acute
illnesses – who are primarily
being treated in government
hospitals. This is especially
important in light of the fact that
Sri Lanka is confronted with a
demographic shift towards an
ageing population – a factor that
is adding further pressure to the
overburdened state health sector.
Table 2 below summarizes the
current situation of the demand
for health care in the country.

Table 2
Summary Highlights of Health Care Demand in Sri Lanka
Main Reasons for Hospitalization of the Elderly

%

Acute Coronary Syndrome

18

Fever

14

Complications of Renal Failure

13

Patients needing long-term drug therapy

%

Ischemic Heart Disease

24

Diabetes Mellitus

17

Hypertension

24

Source: Adhikari, A., Rajapakse, A., Rajapakse, S., Rodrigo, C., Perera, Y.S. (2010),
Characteristics of Older Patients admitted to a Tertiary Care General Medical
Unit in Sri Lanka, Indian Journal of Gerontology, Vol. 24 (139-149).
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Ii is evident that the public health
sector is finding it harder to cope
with the rising demand for its
services. This is made evident by
the fact that as at present, over
5,000 patients are waiting heart
surgery according to a recent
announcement made by the
government health authorities.
In this context, the private
hospitals are at an advantage
because administrators have
embarked on the large scale
introduction of new bio-medical
technologies at a high cost, with
the sole purpose of increasing
their market share in a
competitive health care delivery
environment.
The expected improvement in Sri
Lanka’s macroeconomic climate
over the next decade will expand
the health care gap, as higher
incomes will create new demand.
The biggest individual investment
opportunities will be in building
and improving the sector’s
physical assets. Around 10,000
–15,000 additional hospital beds
to the existing bed strength of
80,000 beds (75,000 in public
hospitals and 5,000 in private

hospitals) will need to be added to
the existing base. An additional
10,000 physicians, about 25,000
nurses, and 10,000 community
health workers will be required
over and above the numbers that
will graduate from existing
medical colleges and training
institutions. Demand for better
distribution and retail systems
and for pharmaceutical and
medical supply facilities will also
be strong.
In this context, it is an uphill task
for the public revenue funded
public health system to meet the
above requirement to fulfill the
health care needs in the long run.
Under these circumstances it is
important to look at the PPP
arrangements that are existing
world over. These include the
following.
Management Contracts - The
private sector provides a service
or manages a contract to a public
sector health service.
Joint Ventures - The government
acts as a regulatory and
shareholder in the operating
company.

Leasing - The private sector is
responsible for operating and
maintenance of the asset while
government is the owner of the
asset.
Build Operate Transfers - The
private sector is responsible for
funding, designing, building and
operating the project. The public
sector controls and takes the
ownership of project at the end of
the contract.
Build, Own, Operate - The
control and ownership of the
project remains in private hands.
Design, Build, Finance, Operate
- Includes one private sector and
one public sector party to the
contract.
Design, Build, Operate - A single
contract is awarded to a private
business which designs, builds,
and operates the public facility,
but the public sector retains legal
ownership.
Co-operative Arrangements This type of arrangement makes
provision for equity partnership
deals and concession type
franchise arrangements.13

12. The Need for Complementary Solutions
While legitimate concerns about
private sector participation in
health care exist, the sheer size
of the country’s health challenge
has driven a growing realization
— including among government,
that engaging and developing the
private sector should be an
important part of the strategy to

13
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improve health care. By serving
broad segments of the population,
increasing access, expanding the
range of services and products
available, and improving the
quality of services, the private
sector can have a positive impact
on health and the quality of lives
of the people.

In this regard, from interviews
with a cross-section of
stakeholders, three main
imperatives emerged that together
create an agenda that can
mobilize the responsible
development of public private
health care partnership in the
country.

Widdus, R. (2004). Public-Private Partnerships for Health and Health Care in the Developing World, Initiative on Public-private
Partnerships for Health, pp. 14-101.
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·

·

Develop and enforce quality
standards. Initial efforts at
enhanced regulation could
have large and immediate
benefits. Financial and
technical support is needed to
strengthen the ability of the
existing regulatory body
(Private Health Regulatory
Commission) to develop and
enforce transparent and
effective quality standards.
Modify existing policies and
regulations to foster the role
of the private sector.
Opportunities exist to reform
the regulations that

inadvertently impede the
development of the private
health sector. The primary
areas of focus should be
streamlining bureaucratic
processes that limit market
entry, liberalizing human
resource regulations that
perversely reduce the number
of active health care workers,
and reducing tariffs and other
import barriers that impede
access to or raise the cost of
health supplies.

·

Foster risk pooling programs.
Risk pooling arrangements
—such as government-funded

national schemes, such as
EPF, Agrahara Health
Insurance Scheme for State
Employees; Improved health
coverage for Samurdi
Recipients; affordable private
insurance schemes for
informal sector and
households; will have
enormous potential to improve
the financing of health care in
the country, thereby
encouraging the development
of higher-quality, more
organized public and private
sector providers.

13. Conclusion
There are many possible traps the
country may get into but one
important trap which impedes the
country’s ‘stepping-up’ initiative is
the inability of the government to
continue with a high public sector
investment program to meet the
growing investment needs of the
country without going for costly
commercial debts.14
The need for public-private
partnerships in health care is
required due to the inadequacies
of the public sector in addressing
the total health care demands.
Although the PPP generates a
powerful tool for providing
solutions to the difficult problems
by leveraging on the strengths of
two different partners, PPP also
answers the challenges of the
changes in the processes (WHO,
1999).

14

An overall reduction of the
disease burden in a country is
critical for the effective
functioning of a modern health
care system. In other words,
disease prevention through
inter-sectoral action needs to be
elevated to a higher level goal of
the health sector. In this context,
Sri Lankan government has to
find remedial actions to reform
the health care service across the
country in order to provide better
health care services to the nation.
The fact that Sri Lanka’s major
private sector health care players
are listed on the Security
Exchange reflects the
government’s favourable
disposition towards the
commercialization of health care
services. In the meantime,the
new government formed in
January 2015 allocated 3 per cent

of the GDP for public health
sector to revive the public health
care delivery. In the meantime,
foreign pharmaceutical and
biotechnology companies have
approached Sri Lanka, including
multinationals like ScheringPlough, GlaxoSmithKline, Merck,
Sharp & Dohme, Aventis and
Pfizer, realising that Sri Lankan
doctors enjoy a good reputation,
as attested by the increasing
trend of foreign patients who
came from the surrounding region
since the end of the war in 2009.
The mounting health care
challenge facing the country has
forced a reassessment of
traditional approaches to
addressing its needs. Government
and the stakeholders have begun
to accept that engaging the
private sector should be an
important part of any overall

Wijewardana, 2014, Public-Private Partnership To Keep Public Investments Going.
https://www.colombotelegraph.com/index.php/public-private-partnership-to-keep-public-investments-going/.
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strategy to improve health care.
This is not particularly radical.
Other countries have already
embraced the private sector as a
means of improving health care
provision. Harnessing market
forces to address the country’s
health challenges will require
increased engagement and
stewardship from the public
sector. In this context however,
new thinking is required regarding
how best to leverage the capacity
and resources of the private
sector through investment,
partnerships, and public sector
oversight. This report seeks to
begin the process of developing
those new approaches with the
primary objective of highlighting
the importance of the private
health sector in Sri Lanka,
suggesting ways in which key
policy makers, donors, and other
stakeholders can engage and
develop it as a complement to the
over-stretched public sector
health care systems.
When completing this research,
many in the public took the
opportunity to make clear their
opposition in principle to the
involvement of the private sector
particularly for-profit entities in
health care. Even those not
opposed in principle, often
criticized the adverse societal
impact the private sector can
have on health care. They pointed
to examples of a range of
unethical business practices.
While many private sector
providers are honest and
well-intentioned, there are too
many examples in which the
pursuit of excessive profits leads
to unethical business practices
such as under- or over-servicing,
collusion, false billing, price
gouging, and unlicensed practice.
There is no question of
achievement of the public
stewardship toward the
community health services which
22

is unique. But that Sri Lanka
confronts an unearthed health
crisis of overwhelming
proportions is widely understood.
Increasingly, so-called lifestyle
ailments of non-communicable
diseases such as cancer,
diabetes, heart disease and
chronic kidney diseases in the
North Central Province are
afflicting the Sri Lankan
population and compounding the
country’s health crisis, reflecting
the poor state of its health
systems in the public sector. And
also with the increasing tourism
potentials after the conclusion of
the war in the year 2009, the
spread of HIV-Aids cannot be
ruled out in addition to persisting
parasitic diseases such as
Dengue which are all well
documented.

The public sector appears to
dominate in-patient provision
(over 90 per cent). The out-patient
burden is seeing an expanding
role for the private sector,
concentrated in urban areas.

Much of Sri Lanka’s gains in the
health sector have been the result
of focused and intelligent
government spending. Public
outlay on health amounts to 1.7
per cent of GDP (2013 figures).
This is significantly higher than
the 1.3 per cent of GDP average
for South Asia and also places Sri
Lanka as among the better
performing of the 11 countries of
the World Health Organisation
(WHO) South-East Asian Region.

This process is being pushed
ahead by rising incomes,
following recent years of
economic growth. As a
consequence, equity, one of the
cornerstones of the public health
policies of the Sri Lankan
government, is starting to come
under pressure. How this is
addressed by Sri Lankan health
authorities would be enormously
educative for other countries.

While this is a solid base to build
on, it needs to be recognised that
the future trajectory of public
health issues in Sri Lanka might
deviate from the known path. This
would be triggered by social and
economic evolution, new
compulsions and the changes in
people’s needs. For a start, there
is the accelerated rise of the
private sector as a health-care
provider. While public/government
spending on health is a strong 1.7
per cent of GDP (as we saw
earlier), it is matched and even
bettered by private sector
spending (1.8 per cent of GDP).
Gradually a pattern is emerging.

This has implications for health
financing, especially in a society
that has pioneered a “health for
all” approach paid for by tax
revenues and managed by the
state. Long waiting times in public
health facilities – not unknown in
other parts of the world
either – the quicker availability of
new technologies developed
elsewhere, the propensity of
people to seek direct specialist
care, even without primary
referrals, and increasing
household Out-of-Pocket
expenses are cases in point.

Like many other emerging and
newly-independent nations in the
second-half of the 20th century,
Sri Lanka needs to work hard to
address communicable diseases
and vaccine preventable
diseases. Today, though,
non-communicable diseases
(NCDs) are the leading killers.
Urbanisation, lifestyle
transformations and related
factors are causing a surge in
cases of cardiovascular diseases,
diabetes, various cancers and
carcinomas.
Even so, communicable diseases
have not ceased to be a threat.
While the number of mortalities
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may be small, Dengue,
Leptospirosis and Tuberculosis
remain a problem or have
encountered a recrudescence. A
greying population points to
anticipated gaps in areas such as
rehabilitation, medicine and
geriatrics.
Sri Lanka has done well in
respect of the Millennium
Development Goals and reduced
its infant and maternal mortality
rates sharply. Nevertheless,
maternal and child under-nutrition
are noticeable. One in six children
born in the country is of low birth
weight, a predicament that could
have long-term physical and
cognitive consequences.
This set of emergent challenges
will require inter-sectoral
collaboration (to neutralise for
example, the phenomenon of
under-nutrition), meeting human
resources lacunae (among others
for care-givers and specialists
who can work with the significant
elderly population), and pursuing
an information and
communication programme that
would stress the cheaper option
of NCDs prevention rather than
the more expensive one of NCDs
treatment.
To be fair, the Sri Lankan
government is alive to these
realities, and is putting in place
mechanisms to meet them. The
efficacy and success of these
mechanisms would be closely
watched. When it set up an
exemplary basic health-care
system, Sri Lanka constructed a
template for other developing
countries. Now, as it copes with
the health implications of its
many parallel transitions, it has a
chance to repeat history.
Public expenditure on health in
this country remains less than 2
per cent of the GDP (increased to
3 per cent in the Interim Budget

of 2015), though private
expenditure has also been
increasing. Yet, the day-to-day
experience of ordinary citizens
with respect to availability,
accessibility, affordability and
quality of health care is much to
be desired. While allocation of
more resources coupled with
institutional improvements can go
a long way in improving health
care services, it needs to be
recognised that the future
trajectory of public health issues
in Sri Lanka need to deviate from
the known path of welfarism.
Sri Lanka as a middle income
country has a rising demand for
health care with the lifestyle
changes and an ageing population
like in Singapore, Thailand and
Japan .Government itself cannot
find the solution for all the health
care needs due to budgetary
restrictions and inherent
inefficiencies due to an
overstretched health workforce
and age old infrastructure. Various
PPPs implemented in other
countries provide useful
guidelines to the Sri Lanka health
sector to reform the health
industry by adapting PPPs to suit
the Sri Lankan health sector.

have to be met in advance. The
most important strategy among
others to embrace PPP in the
provision of health care is to
establish a National Policy
Framework for Public Private
Partnership. Without such a policy
framework, it would be very
difficult to have an efficient and
effective PPP. And the next most
important requirement in
introducing PPP is the necessity
to change the mindset of the
health care workforce. In this
context, changing attitude also
matters in health care delivering
activities toward a patient friendly
approach to new technology, to
improve the delivery for the health
seeking general public.

Therefore it has become
imperative to engage the private
sector, in the form of partnerships
with the public sector, in order to
expand the scope and improve
the health care services in the
country. The Government should
therefore embrace PPPs in the
provision of health care services
in Sri Lanka. The use of the
resources and expertise of the
private sector organizations,
through PPP arrangement, can
help renovate and modernize
health care facilities in the
country.
In an attempt for a PPP
arrangement there needs to be
some basic requirements that
23
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