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ABSTRACT

This dissertation uses qualitative and quantitative case study data to appraise the
application of economic demand models in pluralistic low income settings. Primary data from
Cape Town, South Africa, are used to interrogate three elements of the neoclassical paradigm:
the budget constraint, utility function and underlying preference-sets, and hyper-rationality and

the assumption of full information.

The neoclassical budget constraint may be affected by changes in price or income. This
dissertation explains how perceptions of quality, community context and fear of social sanction
may affect the perceived price of service access. Community context and support networks also
affect an individual’s available financial resources although conventional demand models do not

capture the income effect of payments made directly to providers by non-household members.

According to ordinal utility theory, consumers must be able to rank various bundles of
commodities according to the satisfaction they yield. This dissertation considers how perceived
quality, fear of community sanction, illness type, awareness of different providers and the
mismatch of supply with perceived need can affect the composition and ranking of those

bundles.

Finally, New Institutional Economics (NIE) utilises satisficing and less than full
information instead of strict optimisation. This dissertation attempts to formalise the NIE
contributions by describing common strategies for satisficing and considering how the

household and community context of care seeking may affect service use.

A number of empirical and methodological techniques are used to estimate demand
functions and move theory into practice. Longitudinal health diaries are used to collect data on
health service use, expenditure and self-rated health. The data are analysed using panel data
methods. The findings illustrate that, without a better understanding of demand-side barriers to
effective diagnosis and treatment, curtailing the spread and impact of communicable diseases in

pluralistic, low income settings will be difficult if not impossible.
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CHAPTER ONE:

INTRODUCTION

1) OVERVIEW

“IA] legacy of health sector reform in practice is the recognition that the
reorganisation of the ‘supply side’ does not necessarily feed through to more
accessible and effective health care for poor people. There is now more
recognition that the health behaviour of individuals, social nerworks and
community initiatives have an immediate and important impact on health risks
and prospects, and that quality, participation, transparency and accountability
of services are vital. Matching an effective and efficient ‘supply side’ to a pro-
active ‘demand side’ is another emerging challenge for health policy in the
decade ahead.” Pg 24 (DFID, 2000)

In pluralistic health settings, patients have a choice of providers when seeking treatment for
ill health. However, structured treatment protocols such as DOTS for TB, ACT for malaria and
ARV treatment for HIV/AIDS are seldom offered by all service providers in a market. In Cape
Town, South Africa, private doctors can diagnose TB but cannot treat it. Malaria treatment
cannot be obtained from a pharmacy or market but can be obtained from a private doctor, public
clinic or even a tertiary hospital (public or private) in severe cases. Antiretroviral treatment for
HIV/AIDS is available from any private doctor but is only available at a small number of public
clinics. This raises a number of questions about the demand for health services: How do
patients know where to go? Is there a risk that they will go to the ‘wrong’ provider? What are
the implications of seeking care from a provider who cannot offer diagnosis or treatment? And
of course, can we afford to ignore these demand-side phenomena when designing treatment

protocols for communicable diseases in resource poor settings?

These questions are not trivial in a province where the HIV prevalence rate was estimated at
15.7% in 2005 (Department of Health, 2005 ), TB incidence was recently estimated at 222 per
100,000, and where TB and HIV were among the three highest causes of years of life lost in
Cape Town in 2001 (Dudley et al.,, 2003). Life expectancy in South Africa is now estimated at
47 years for men and 49 years for women (World Health Organisation, 2006), despite the fact

that South Africa is now classified as a middle income country with a GDP per capita of
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$8,506* that spends approximately 8.4% of GDP on health (World Health Organisation, 2006).
Of course South Africa has the second highest level of income inequality in the world, which
may go some way towards explaining poorer health outcomes (Budlender et al., 1998).
Persistent inter- and intra-racial income inequality, as well as significant rural/urban income
inequality may also be exacerbated by unequal health service supply. In the rural Northern
Province, a study of health seeking behaviour amongst TB patients by Pronyk et al. concluded
that patient delay contributed to a greater proportion of median total delay than did service
provider delay (Pronyk et al., 2001). However, while gaps in supply may be to blame for poorer
health outcomes in some rural settings, the Cape Metropole has a proliferation of public and
private providers offering both primary and tertiary health services (Statistics South Africa,
1998; Western Cape Department of Health, 2006).

To address an empirical challenge such as this, one would normally turn to a body of theory
for assistance in structuring, investigating and ultimately designing policy responses to the
problem. Economists have been studying the demand for health services for almost half a
century. Theoretical models which evolved from these efforts range from simple utility
maximising models to more complex specifications that consider the effects of health ‘needs’
(Heller, 1982; Heller, 1976) and the optimal stock of health ‘capital’ (Grossman, 1972a) among
other factors. If theoretical considerations dominated the period from 1960 through to the early
1980s, then empirical considerations dominated the subsequent period as researchers sought to
translate the theoretical tenets into statistical models using real world data. In the study of
demand however, there remains a particular disjuncture between the economic theory of
demand, and the substantive body of applied work on demand, health service use and treatment
seeking. The economic theory does indeed provide more than one potential framework for
thinking about the process of health seeking and the demand for health services. Some specific
aspects of that framework have also received considerable attention in the empirical literature —
the work on willingness to pay is one such case in point. However, as Chapter 2 will illustrate,
many empirical studies attempting a more general investigation of demand have tended to
outline a body of economic theory before going on to describe an empirical investigation which,

if not unrelated, is certainly prima facie independent of that theory.

There will always be a tension between the need to construct a conceptual or empirical
model of behaviour that accurately reflects reality in all its complex fluidity, and the need to
construct one that is tractable, measurable, quantifiable and relatively easily applied. The
literature review in Chapter 2 acknowledges that there are more variables predicting human

behaviour than can be incorporated in a formal demand model. In addition, many of the

* 2004 Dollars
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variables known to impact the demand for health care are difficult to characterise and measure
quantitatively in the way needed for an empirical demand model. This may be proposed as an
argument for abandoning further work on demand models with their necessary focus on highly
variable individual behaviour. However, focussing instead on health systems and supply side
factors exclusively will not ensure the efficient or effective delivery of health services in
complex settings where demand side behaviour can pose particular challenges to diagnosis and
treatment. And nowhere are efficiency and effective delivery more important than in those
developing countries battling high rates of TB, HIV and malaria, diseases that require
considerable formal interaction between the individual and supply side mechanisms for
treatment to succeed. In this sense then, a model is a conscious abstraction of a complex
problem to something simpler that allows the most salient features to be investigated. The
tension between richness and complexity on the one hand, and the necessary simplification that
comes with modelling can never be entirely resolved but it can be consciously examined, as this

text seeks to do.

This dissertation does not attempt to develop a new theory of demand for health services.
Instead, this work seeks to understand the determinants of treatment seeking behaviour in a
pluralistic low income setting with high communicable disease prevalence. The study then
seeks to establish whether the complexity of that behaviour and its determinants can be tractably
integrated into economic demand theory, and what the benefits of that integration might yield.
This thesis also seeks to assess whether other established and emerging bodies of economic
theory, not yet applied to health seeking in comparable settings, might further contribute to our
understanding of demand for health services. Particular theories critiqued in the text include the
Lancaster Model, used as the basis for willingness to pay models but not general demand
analysis, New Institutional Economics, used to explain supplier induced demand but again, not a
general model of demand, and the soft budget constraint, used to explain firms’ behaviour in
socialist states but not yet applied to health seeking in any way despite deriving from the tenets

of microeconomics.

The intended empirical contribution of this dissertation follows from this exploration of
theory. As Chapter 2 illustrates, the empirical literature on demand is, to some extent,
dominated by studies from wealthy country settings. Those studies that are set in developing
countries have commonly failed to explore any interplay between illness type and service choice
and tend to present barriers to access as a list of mutually exclusive factors. Self assessed health
is often measured in the simplest of ways, if at all, and health service providers are generally
considered to be homogenous, albeit within broad categories imposed by the researcher.

Perhaps due to the influence of work conducted in developed markets, empirical models
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generally make little allowance for health seeking as a social phenomenon despite the fact that
extended families can play a significant role in the consumption of health services in developing
countries. Also likely to be context-sensitive is the measurement of variables such as education,
household income and time costs, and the impact of those variables on health seeking. This is
pertinent as global interest in inequalities and meeting the needs of the poorest has yet to be
translated into adequate local policy knowledge. Research on inequity in South Africa has thus
far focused on health outcomes or service utilisation in rural populations, with findings
dominated by insufficient health service supply. For these reasons, this research is intended to
make both a general contribution to our empirical understanding of demand, but also a very

specific contribution to our understanding of demand in the study setting.

In short, by expanding the set of influences on treatment seeking behaviour and improving
the way that demand is measured, this study hopes to increase the contribution that demand side
analysis can make to our understanding of effective treatment for TB in marginalised urban
communities in South Africa. Insofar as those findings are generalisable, the intention is also to
improve the understanding of treatment seeking for communicable diseases in other comparable

low- and middle-income settings.
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2) TUBERCULOSIS AS A CASE STUDY

2.1) INTRODUCTION

TB/HIV co-infection is a global concern and failure to effectively treat TB in poorer
countries highlights global inequities in health. Tuberculosis is worse now than at any other
time in recorded history, killing more people than any other curable infectious disease. Poverty,
malnutrition, poor sanitation, overcrowding and now HIV all contribute to the spread of TB,
which in turn exacerbates these factors further. A TB sufferer can be out of work for up to nine
months and most TB cases occur in countries where there is little or no income support for the

unemployed (World Health Organisation, 2003).

Twenty-two high burden countries account for 80% of TB cases globally. TB Kkills
approximately 2 million people every year and infects a further 8 million. Of the 2 million
deaths attributed to TB each year around the world, 98% occur in developing countries — often
robbing households of their primary income earner (World Health Organisation, 2003).
Although contagious, TB is a curable disease for which cost effective treatment is available
even in the poorer regions of the world. In spite of this, both the incidence and the death rate
are growing and the WHO attributes this trend to multiple factors including the breakdown of
health service provision, the spread of HIV/AIDS and the emergence of multi-drug strain
resistant TB (World Health Organisation, 2002).

As mentioned earlier, South Africa experiences some of the highest prevalence rates of TB
and HIV in the world. In the Western Cape, TB prevalence is rising faster than the rest of the
country while cure rates are falling despite widespread and free provision of DOTS for TB.
Literature from other settings ascribes poor cure rates to delays in seeking treatment, delays in
diagnosis and failure to adhere to the treatment regime i.e. poor health seeking behaviour (see
for example Arora and Sarin, 2000; Barker, 1994; Edginton et al., 2002). The causes of these
failures require further exploration. A rural South African study revealed TB was seen as a
punishment for transgressing cultural rules regarding sex. Respondents also believed that there
should be abstinence from sex while on treatment (Edginton et al., 2002). The stigma
associated with TB in India is also widely documented (Balasubramanian et al., 2004; Rajeswari
et al., 2005). A study in Vietnam observed patients paying for private (non-DOTS) TB
treatment rather than accessing free DOTS through the public system, because of the reduced
threat to privacy posed by private providers (Lonnroth et al., 2001). Research in Thailand warns
«...increased awareness and stigmatisation of AIDS and inadequate knowledge of TB can result

in delay in seeking TB care and in treatment non-adherence.” (Ngamvithayapong et al., 2001)

21



Focussing the analysis on a curable disease such as TB, which affects mainly the poorest
groups in the Western Cape i.e. the so-called ‘African’ and ‘Coloured’ populations', enables the
evaluation of social context on individual decision-making while controlling for supply factors.
Health service supply in urban areas is relatively high, enabling detailed analysis of barriers
posed by gender, stigma, socio-economic factors and poor service quality, while still
considering service utilization and health outcomes. The high HIV prevalence in the African
population and relatively low prevalence in the Coloured population also allows the impact of
HIV-TB ‘cross-stigmatisation’ to be explored. Access to TB care will thus be studied to

identify any mismatch of community preferences and public supply.

2.2) A GLOBAL REVIEW

Tuberculosis (TB) is a contagious disease caused by Mycobacterium tuberculosis (M.Tb.), a
bacterium transmitted through sputum expelled during coughing, sneezing, talking or spitting
(AIDSmap, 1997; World Health Organisation, 2002). One in ten people infected by the bacteria
are affected by it i.e. develop active, symptomatic TB (World Health Organisation, 2004).
There is often a significant delay between exposure to, and activation of, the illness with
exposure often occurring in childhood and activation during adulthood. Illness occurring
shortly after exposure is commonly referred to as primary TB, while illness occurring after a
period of dormant infection is known as reactivation TB (AIDSmap, 1997). Individuals

suffering from active TB (either primary or reactivation) are commonly known as TB affected.

Only TB affected individuals are contagious and if left untreated, each affected person can
infect a further 10-15 people a year (World Health Organisation, 2002). In TB endemic areas,
this contagion parameter can rise to 20-28 secondary infections per infectious case (Pronyk et
al., 2001). For every 12-20 of these secondary infections, TB will affect approximately 2-4
people. One third of the world’s population is currently infected with TB and a further 1% of
the world’s population is newly infected each year (World Health Organisation, 2002).

Both the incidence of TB and its rate of increase are highest in the WHO African region,
where TB incidence for 2000 was estimated at 290/100000 and the annual rate of increase in the

number of cases was estimated at 6% per annum. TB caused an estimated 1.8 million deaths

t Given South Africa’s political history it is no longer widely acceptable to make explicit reference to a person’s race or ethnicity as a defining
individual characteristic. That said, communities largely continue to reside in homogenous ethnic groups and wealth, health risk and many other
factors vary systematically between the country’s different population groups. As such, it is impossible to avoid referring to race or ethnic group
entirely if these lingering inequalities are to be addressed. In this thesis then, the terms ‘race’, ‘ethnicity’ and ‘population group’ are used
interchangeably. Study participants are not however allocated to these groups by an external observer, instead, they are asked to classify themselves.
Of course they are able to refuse any such classification or to classify themselves according to any description they choose. Most respondents did not
object and selected the category descriptors applied in South Africa in the past. As such, the labels ‘Black/African’, ‘Coloured’, ‘White’ and ‘Indian or

Asian’ are applied. These are not intended to confer any racial or other stereotypes, or to be derogatory in any way.
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around the world in 2000, of which approximately 226,000 (12%) were attributable to HIV.
According to Corbett et al, 31% of new adult TB cases in the WHO African Region were
attributable to HIV, thus emphasising the significant role of HIV in prolonging and promoting
the TB epidemic in the region. In areas with high HIV prevalence such as sub-Saharan Africa,

this effect is particularly marked (Corbett et al., 2003).

2.3) THE SOUTH AFRICAN TB EPIDEMIC

In 1996, TB was classified as a national priority in South Africa and directly observed
treatment, short-course (DOTS) was adopted by the Department of Health (Sinanovic et al,,
2003). This approach has continued and, at present, control strategies rely on passive detection
and directly observed therapy for affected individuals (Pronyk et al., 2001). Despite the
availability of TB treatment and past success in treating the disease, incidence is rising and cure
rates are falling (Western Cape Provincial Administration, 1999/2000). It is likely that the

coincidence of HIV and TB is a contributing factor to this phenomenon.

The HIV prevalence rate for South Africa is estimated at 22.4% (Dudley et al., 2003). In
2000 it was estimated that the country had 2 million co-infected adults, the largest number in the
world. At 509 per 100,000%, the incidence of TB in South Africa is also amongst the highest,
while the death rate stands at 139 per 100,000. South Africa’s TB incidence rate increased by
8.7% between 1997 and 2000, with an estimated 50% of adult TB cases and 59% of adult TB
deaths attributable to HIV (Corbett et al., 2003).

“In sub-Saharan Africa, about 30% of HIV-positive patients die within 12
months of treatment. HIV-positive patients with smear-negative TB... fare
even worse.” page 1519 (Harries et al., 2001)

Survival rates for HIV-positive, TB affected individuals undergoing DOTS is lower than for
those affected only by TB. The nature of HIV can result in false-negative sputum tests for those
co-infected individuals that do seek care. However, the social stigma attached to HIV, and the
debilitating nature of many opportunistic infections can prevent or delay treatment seeking at
the outset (Harries et al., 2001). Delayed diagnosis adversely affects treatment outcomes for
TB. Another factor adversely affecting treatment outcomes is treatment adherence. Many of
the factors that delay treatment seeking, such as social stigma or debilitation by opportunistic

infections, can also reduce adherence to the DOTS treatment regime.

$ This data is for the year 2000.
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2.9) TB AND TB TREATMENT IN CAPE TOWN

The Western Cape is highly urbanised with 89% of its population living in urban areas, the
majority of whom live in greater Cape Town, the provincial capital city (Statistics South Africa,
1998). TB incidence in the City of Cape Town is estimated at 222 per 100,000. Most TB
treatment in the city is ambulatory care provided by primary health clinics situated within a Skm
walk of any TB patient. These clinics tend to be nurse driven, with access to a medical support
officer. Drug supplies are regular and clinics have access to an extensive secondary support
network including a large TB laboratory and nearby TB and general tertiary hospitals, all of
which are well equipped and well staffed. However, despite this established and extensive

system, adherence rates and treatment outcomes have been sub-optimal (Dudley et al., 2003).

In all sub-districts of Cape Town (excluding the South Peninsular), TB is one of the top 10
causes of death. The areas worst affected are Khayelitsha where TB accounts for 14% of
deaths, Nyanga (9.8%), Helderberg (6.4%) and Oostenburg (5.9%). After homicide and
HIV/AIDS, TB is the third highest cause of years of life lost, accounting for 7.7% of life years
lost in Cape Town in 2001 (Groenewald et al., 2003). Between 1997 and 2002, the number of
reported TB patients in Cape Town rose by 50%, with 87% of all TB cases diagnosed at public
primary health care facilities and the remainder diagnosed at hospitals and private practitioners
(Toms and Vallabhjee, 2003). The following table summarises the total number of TB cases
registered in Cape Town between 1997 and 2002, while the graph details the case load per

district:

Table 1.1: Total Number of TB Cases Registered 1997-2002 (Toms and Vallabbjee, 2003)

YEAR TOTAL TB % TB ‘NOT % CURE
REGISTERED | INCREASE | TRANSFERRED | INCREASE RATE
PER YEAR IN’ PER YEAR
1997 16,112 - 13,870 - 65%
1998 17,472 8% 14,970 8% 66%
1999 18,340 5% 15,769 5% 64%
2000 20,830 14% 17,244 9% 70%
2001 21,394 3% 18,361 6% 73%
2002 24,075 13% 20,950 14% N/A
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Figure 1.1: Case Load per District (Toms and Vallabhjee, 2003)
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In the Western Cape, HIV prevalence is estimated at between 7.1% and 10.5%, although
some areas have prevalence rates as high as 18.3%. HIV prevalence is expected to plateau at
25%-30% for the general population of Cape Town (Dudley et al., 2003), suggesting that any
negative effects of co-prevalence will increase in coming years. As is the case elsewhere, HIV
is considered a contributing factor to the poor performance of the TB control programme. In
this context particularly, the added burden to the health service infrastructure caused by HIV is
expected to overstretch the capacity of the system and undermine the TB control programme
even further (Dudley et al., 2003; Helbling, 2003; Sinanovic et al., 2003).

A number of studies have considered ways to boost service capacity by introducing
community support initiatives to supplement clinic based TB care (Dudley et al., 2003;
Sinanovic et al., 2003). These studies have shown favourable results which suggest that HIV
status is not the only factor undermining effective TB control. Generally, community support
initiatives improve system effectiveness by improving treatment adherence. However, these
initiatives may not be the only way to improves adherence and studies around the world have
begun to investigate other means of improving both adherence and early case identification by
exploring how patients interact with the health systems around them (Auer et al., 2000;
Borgdorff and Maher, 2001; Edginton et al., 2002; Johansson et al., 2000; Khan et al., 2000;
Miti et al., 2003; Ngamvithayapong et al., 2001).
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2.5) DOTS, DOT AND SAT

By 2005, the WHO aims to ensure that 70% of all infectious TB cases are detected and 85%
of those cases effectively treated. The primary tool for reaching these targets is DOTS and
$9.1billion has been set aside to achieve the goals as laid out in the Global Plan for 2005 (World
Health Organisation, 2003).

The DOTS strategy as advocated by the WHO comprises five key elements (World Health
Organisation, 2002 and; World Health Organisation, 2004):

1) Political commitment: National governments must make TB treatment a
priority and must commit the resources for nation-wide treatment coverage.

2) Microscopy services: Cases should be detected from among people with
persistent cough, using primarily sputum smear microscopy in a country-wide
laboratory network.

3) Drug supplies: Drug supply to health centres should be uninterrupted and
treatment available to all TB patients.

4) Use of effective regimes and direct observation of treatment: Short-course
chemotherapy should be provided and patients and heath workers should
commit both to completing the full course of treatment and ensuring that all
doses are taken.

5) Surveillance and monitoring systems: Governments should implement a
recording and reporting system that monitors treatment outcomes, with the aim
of achieving an 85% cure-rate. Staff should be given the necessary support to

realise this aim.

All 22 of the highest burden countries have adopted DOTS and, by 2000, 55% of the global
population had access to DOTS. Even in the poorest countries, DOTS produces cure rates of up
to 95% thus saving lives, preventing new infections and preventing the development of multi-
drug resistant TB. A six month supply of drugs for DOTS can cost as little as $10 per patient,
making TB treatment under DOTS “one of the most cost effective of all health interventions”
(World Health Organisation, 2002).

Despite the obvious success of DOTS, TB is not yet under control and the direct
observation of treatment has come in for considerable criticism (Garner and Volmink, 2003;
Macq et al., 2003; Pope and Chaisson, 2003).

Although direct observation (DOT) remains core to the WHO strategy for TB control, there

is considerable debate over whether it is essential to the success of DOTS (Garner and Volmink,
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2003). Proponents of direct observation argue that extreme measures are necessary to maintain
case-holding and prevent the spread of multi-drug resistant TB. Opponents of the strategy argue
that its rigidity raises ethical concerns and that there is no evidence to prove it more effective

than self-administered treatment (SAT) (Macq et al., 2003).

Randomised controlled trials conducted in South Africa, Pakistan and Thailand between
1999 and 2001 aimed to measure the effectiveness of DOT relative to SAT. These studies
showed little or no benefit of DOT (Garner and Volmink, 2003). While the results from South
Africa and Pakistan concluded that DOT had a neutral (or negative) effect on treatment, the
results from Thailand concluded that DOT had a small positive effect. Pope and Chaisson
(2003) argue that these findings are spurious. In the South African case, they state that over-
worked nurses deliberately biased the selection of participants and that the investigators were
negatively predisposed towards DOT. The investigators in the Pakistan study are similarly
accused of a negative predisposition towards the practise. Only the investigators in the Thai
study were considered “sanguine” about DOT. The trials are also accused of failing to
operationalise DOT in a manner consistent with the study’s definition (Pope and Chaisson,
2003). While Garner and Volmink (2003) call for more scientific evidence regarding the
effectiveness of DOT, Pope and Chaisson (2003) remind us that treatment adherence is a multi-

factorial phenomenon that cannot be explained by randomised controlled trials of this nature.

Despite the apparently inflexible definition of DOT, there is considerable variation in its
implementation. DOT providers may be supporters or supervisors and a diverse range of people
(including health care professionals, lay community health workers or even close relatives of the
patient) can act as the DOT provider. As the provider varies, so too does the site of delivery,
which can include clinics, hostels, hospitals, health centres or patient’s homes. Although DOT
can be offered in isolation, it is often implemented as part of a broader package of food-aid,
social support or skills-training, which act as patient ‘incentives’. The original picture of the
heath professional watching the patient take their medication as part of an institutionalised
health service is evolving, raising new questions and challenges to effective TB control (Macq
et al., 2003).

“This calls for more reflection about how DOT is developed and organised
as part of a complex and lengthy set of interventions, the choice of DOT
provider, and the role of incentives and enablers...lessons should not only
come from TB care, but also from management experience of other chronic

diseases.” (Macq et al., 2003 pg 108)
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3)

STUDY OBJECTIVES

i.1)

PRIMARY AIM

The primary aim of this thesis is to understand the determinants of treatment seeking

behaviour in Cape Town, South Africa, and examine whether the complex and dynamic

determinants observed through empirical research can be incorporated into existing economic

demand models. A secondary aim of the research is to inform debates about how to improve the

effective use of health care services with a particular focus on tuberculosis.

3.2)

OBJECTIVES

The objectives of this study are to:

1)

2)

3)

4)

5)

3.3)

Understand how individuals assess their need for health care and identify the primary

factors that impact that perceived need.

Explore how individuals formulate their choice set when seeking healthcare and which
service providers are likely to be included or excluded from the choice set under

different conditions.

Understand the composition and role of the budget constraint by investigating price and
income constraints to health seeking generally, and health seeking from particular

providers.

Probe the potential influence of the household, community and broader social setting in
the individual assessment of need, the formation of the choice set and ‘the impact of

price and income constraints on health seeking.

Develop an econometric model of health seeking behaviour which:

a. Measures the impact of perceived health need on the demand for health
services

b. Examines the determinants of provider choice and allows for multiple care
seeking/care seeking from more than one provider if appropriate

c. Models the impact of price and income constraints on care seeking and allows
for the explicit measurement and interaction of other barriers to care seeking

d. Explores how social context affects health seeking behaviour

e. Is able to inform policy decisions aimed at; i) improving the delivery of TB

services and ii) potentially combining TB and HIV services.

METHODS

The objectives of the study are addressed using a combination of qualitative and
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quantitative data collection and analysis methods. Qualitative data collection was conducted
using a focus group methodology and analysed using modified grounded theory techniques.
The quantitative data collection employed survey data methods in the form of a weekly diary
over the course of eight weeks. The quantitative data was analysed using descriptive statistics
and regression analysis using Stata Version 9. The methods are described in detail in Chapter 3

of the thesis.

3.4) INFORMING POLICY DECISIONS

As global thinking begins to favour joint programs to address TB and HIV, health seeking
behaviour for TB needs to be evaluated in an urban setting where geographic access i.e. distance
to services does not pose a significant barrier to care seeking, TB treatment is free at the point of
use, the DOTS protocol is applied and where care seeking for TB can be contrasted with care
seeking for other illnesses. This analysis will aim to explain (in part at least) why cure rates are
falling in the Western Cape despite consistent TB service supply. The results will also provide
insights into issues around the uptake of TB services in other contexts and may inform the

planned roll-out of antiretroviral treatment for HIV.

4) STRUCTURE OF THE THESIS

This thesis begins with an overview of the demand literature, followed by a thorough
exposition of the research and analytical methods employed to achieve the study’s aims. The
findings are then presented over four chapters: health need is analysed first in Chapter 4,
followed by the formation of the choice set in Chapter 5 and constraints to health seeking in
Chapter 6. Finally a comprehensive model of demand is presented in Chapter 7. Chapter 8
contains a discussion of the findings drawing relevant conclusions, while Chapter 9 outlines

appropriate policy recommendations.
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CHAPTER TWO:

A REVIEW OF THE LITERATURE

1) STRUCTURE OF THE LITERATURE REVIEW

A study of this nature covers a broad scope of literature. After defining the key concepts
referenced throughout this document, the following review groups articles by their relevance to
the research topic and identifies three key theoretical foundations pertinent to the field of study,
namely: .

1. Psychosocial models for explaining health-seeking behaviour e.g. the Andersen
Model.

2. Economic models for explaining health-seeking behaviour e.g. the Human Capital
Model.

3. Models or concepts that enable us to link health seeking behaviour to the equity of

service supply.

Following a synopsis of the theory, this review draws on a wide range of empirical research,
focussing particularly on studies that have attempted to assess patient demand for health
services. The applied literature is largely characterised by studies from more developed
countries aimed at quantifying financial risk to health insurers and other third-party payers
including the state. The relevance of these findings to the setting of this study is questionable.
However, the extent to which these studies dominate the demand literature prohibits their
universal exclusion from the review. That said, where possible, emphasis is placed on demand

studies set in less developed countries.

The review concludes with a synopsis of the literature on care seeking for TB particularly,

identifying the gaps in the literature which this study aims to address.

2) DEFINING KEY CONCEPTS

Although this dissertation draws primarily on the tenets of economics, other disciplines
have contributed significantly to our understanding of the demand for health services. In
interdisciplinary work of this nature then, it is necessary to explain the terms used commonly

throughout this document, terms that may have different meanings in different fields of study.
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2.1) WHAT IS HEALTH?

Definitions of health vary from the negatively oriented ‘absence of disease’ (Jones, 1994) to
the World Health Organisation’s positively oriented “...state of complete physical, mental,
spiritual and social well being”. Jones classifies the former definition as a product of the
medical model and the latter as a product of the social model (Jones, 1994). The social model is
expounded by Appleton and Cowley (Cowley and Appleton, 2000) who define health as a
function of social, personal and physical resources which may be internalised or manifested
externally. An alternative to the more extreme positive and negative definitions is Lalonde’s
‘health field’ concept, which defines health as a function of human biology, lifestyle factors,

environment and healthcare organisation (Lalonde, 1974).

While definitions of health may be highly subjective at the patient level, economists prefer
to work with the ‘absence of disease’ concept that is more easily quantified. In this view,
health’s only economic value lies in its use and health is not limited to discrete time periods i.e.
one can accumulate a ‘stock’ of health (Grossman, 2000; Lockett, 1996). Mooney (Mooney,
1992) is concerned that health economists desire easy quantification, which shapes assumptions

regarding the individual’s utility function’.

2.2) DEMAND FOR HEALTH SERVICES

The Dictionary of Health Economics defines demand as a “request for a healthcare
product” (pg 32 Earl-Slater, 1999) while Wittor et al. define demand as “the quantity of a good
purchased at any given price” (pg 273 Wittor et al., 2003). Wittor’s definition is derived from
Neoclassical economic theory, which dictates that demand will equal supply in equilibrium.
Out of equilibrium there is either excess demand or supply. Where there is excess demand, the
price will rise until.supply meets demand. Where there is excess supply, the price falls until
demand and supply are equal. However, when the price mechanism does not operate freely,
markets may remain out of equilibrium. This is the case in many health markets where the state

and other agencies subsidise or regulate delivery.

Conventional demand models have ‘actual use’ as the dependent variable, which assumes
that markets are in equilibrium and there is no unmet demand. ‘Demand,” as used in the
majority of health economic analysis, should read ‘use’ (McPake et al., 2002). In this
discussion however, ‘demand’ is used in the sense of the Dictionary of Health Economics’
‘request for a healthcare product’, which may not result in consumption if there is a mismatch of

supply and demand and the ‘request’ is unmet.

* See the later discussion of utility functions and utility maximizing.
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Demand for health care is derived from the demand for health as an outcome. Consumers
demand the outcome (health) rather than the input (health care) and are partially responsible for
the production of that outcome. Demand is dependent on the perceived effectiveness of the
input, the value of the outcome relative to the cost, and the consumer’s budget constraint. The
value of the outcome is a subjective individual measure that may outweigh both the cost and the
budget constraint, raising complex ethical and moral issues' (Earl-Slater, 1999; McPake et al.,
2002; Mooney, 1992).

2.3) THE ASSESSMENT OF HEALTH NEEDS

2.3.1) NEED

When defining health needs a number of conflicting concepts arise, particularly individual
versus clinical notions of need. Individual and population-based measures of need may also

differ but population level need falls outside the bounds of this study (Culyer, 1976).

The literature on health seeking commonly applies a clinical/biomedical concept of need
(Raine et al., 2003; Stone, 2002; Veenstra, 2002). However, a lay-person may not recognise a
clinical need if it does not generate an identifiable symptomology. Conversely, individuals may
perceive themselves to have a health need that would not be considered a clinical need.
Perceived health need is commonly measured by wellness scales or multi-attribute indices such
as the SF36 that collect data on perceived wellness/ill-health (Balasubramanian et al., 2004;
Bowden and Fox-Rushby, 2003; O’Keefe and Wood, 1996). IlI health is thus frequently treated

as synonymous with health need.

Another alternative to the biomedical concept of need is the ‘capacity to benefit framework’
proposed by Matthew (Matthew, 1971). McGuire integrates this framework into the chapter on
Physician Agency in the Handbook of Health Economics. He argues that the patient’s capacity
to benefit from medical care is a fixed construct which approximates a demand curve and that,
in the absence of full information, supplier induced demand may cause patients to consume
above their capacity to benefit curve. Although this construct is used by McGuire to explain
supplier induced demand, one could similarly argue that the absence of full information about
their capacity to benefit may also result in patients consuming below their capacity to benefit
curve (McGuire, 2000).

2.3.2) FROMNEED TO DEMAND

A perceived need may not result in health seeking behaviour if sufferers are unaware that

treatment is available, or if available treatment is perceived to be too expensive, painful, risky or

¥ Detailed consideration of these issues falls outside the bounds of this discussion.
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time consuming. As such, ‘need’ may not exactly correlate with demand for health services and
it is thus important to compare individual perceptions of health need with reported demand for
health services and measures of health service utilisation. This is clarified further in the

analytical framework presented in Chapter 3.

3) PSYCHOSOCIAL MODELS OF HEALTH SEEKING BEHAVIOUR

A number of psychosocial models have been devised to explain health seeking behaviour.
These models can significantly enhance our understanding of the economic theories described
subsequently and can also help to identify shortcomings in the economic framework by seeking
to explain phenomena that are either omitted or not fully explained by the economic models of
demand. Three of the most commonly cited psychosocial models are the Health Beliefs Model,
the Theory of Reasoned Action and the Anderson Behaviour Model. These are described in
some detail below because of their frequent application to problems of health service demand
and the extent to which they impact on our understanding of similar economic models. Other
psychosocial models such as the Organisational Constraints Model, the Diffusion of Innovations
Model and the PRECEDE Model impact only on particular facets of the economic models and

as such, are listed briefly below for purposes of comi)leteness.

3.1) HEALTH BELIEFS MODEL
This model proposes that health behaviour is determined by the perceived:
. suscéptibility to an illness,
e severity of the illness
e benefits of preventing or treating the illness, and

e barriers to prevention/treatment

Risk and severity of illness are weighed against benefits of treatment or prevention and the
cost in terms of time, money and other factors (Scrimshaw, 2001). This process is implicit in

the Neoclassical Economic notion of demand outlined above.

Despite its widespread use, a number of criticisms have been levelled against the Health
Beliefs Model. Patients with chronic illness may learn to ‘manage’ the system and thus not
behave in the expected manner. The model is difficult to quantify and fails to account for
organisational, environmental and social factors impacting on behaviour (Scrimshaw, 2001).
The model also assumes that consumers strictly maximise their utility in the objectively rational
sense i.e. that they use full information to formulate a preference set that is complete, reflexive,

and transitive — which may be misleading (Lane, 1991).
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3.2) THEORY OF REASONED ACTION

The Theory of Reasoned Action attempts to “predict an individual’s intention lo engage in
a behaviour in a specific time and place” (Scrimshaw, 2001). According to this theory,
behaviour is preceded by intent, attitudes, beliefs regarding outcomes, subjective norms; and

normative beliefs.

This extends the Health Beliefs Model by incorporating an individual belief structure and
acknowledging the influence of external environmental and social factors (Hubley, 1993).
However, behavioural intent is the immediate predictor of behaviour in this theory, not
environmental or social context. Failure to consider action, 'target, context, and time when
considering intent will thus undermine the predictive value of the model (Scrimshaw, 2001).
Empirical application of this theory suggests that past behaviour is the best predictor of
intention and future behaviour (Sutton et al., 1999), this justifies the collection of a service use
history and investigétion of ‘failure’ to use health services during past illness episodes. It also

suggests that ‘demand’ is not formed in isolation but within a dynamic social context.

3.3) ANDERSEN BEHAVIOUR MODEL

This model overlaps significantly with the Health Beliefs Model and the Theory of
Reasoned Action. It incorporates environmental and social factors as well as the notion of a
personal predisposition towards certain behavioural traits, attributing health seeking behaviour
to (Andersen, 1995; Andersen and Newman, 1973); _

a) Personal or population characteristics that might predispose individuals to seek or not

seek care,

b) Enabling resources, and

¢) Perceived need for care as determined by either/both subjective and objective heath

status determinants.

3.4) OTHER PSYCHO-SOCIAL MODELS

The Organisational Constraints Model focuses on the incentives of both the patient and

provider. The model proposes that market competition, the existence of cost-effective
alternatives for care and personal factors, account for variations in service use (Pickin et al.,

2002). This informs a dimension of the manner in which patients compile their preference sets.

The Diffusion of Innovations Model is concerned with the ﬁltering of health information or

learning through a community, over time, via certain channels. This model fails to explain the
maintenance of behaviour change or the nature of behaviour itself, as it represents a

manifestation of multiple communications (Scrimshaw, 2001). However, the model might
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explain why some health service options are incorporated into a preference set and others not.

The PRECEDE miodel is prominent in the field of health promotion. Also known as the

precede-proceed model the theory emphasises two central propositions; firstly, that health and
health risks are caused by multiple factors and secondly, that this multiple-cause phenomenon
necessitates a multidimensional communications effort to affect behavioural, environmental
and/or social change (Green, 2003). This suggests that the determinants of demand are more

complex than the Neoclassical model considers.

4) ECONOMIC MODELS OF HEALTH-SEEKING BEHAVIOUR

Economic models that assist in operationalising, measuring and understanding health
demand include utility maximisation models, human capital models and household production
models. To this list, one should also add the contribution of New Institutional Economics
(Leonard, 2000b).

4.1) UTILITY MAXIMISING MODELS

4.1.1) SIMPLE UTiLITY MAXIMISING MODELS

In this model, consumers optimise their utility subject to some constraint (usually
budgetary) (Chiang, 1984). It is assumed that consumers have homothetic preferences
represented by a function homogenous of degree one. If we are interested in the demand for a
good such as health, Hicksian separability* requires that we consider the alternative i.e. ‘all

other goods’ (Varian, 1992).

This model explains that the demand for medical services depends on the price of those
services, the price of other goods, total income and preferences or tastes. For health services to
be normal goods in the economic sense, own-price elasticity should be negative, cross price
elasticity should be positive and income elasticity should be positive (Akin et al., 1985a; Heller,

1982; Rosen, 1995).

4.1.2) ADAPTATIONS OF THE UTILITY MAXIMISING MODEL

4.1.2.a) A model that solves if the price of care is zero

The simple utility maximising model will not solve if health services are free. Acton and
Becker therefore assume that services without user fees still incur a ‘time cost’. Their model

can therefore be solved even if p=0 (Acton, 1975).

This adaptation predicts that:

¥ See pages 148-149 of Varian (Varian, HR., 1992, Microeconomic Analysis. W.W. Norton & Company, London and New York.)

35



» As the price of medical services falls to zero, demand becomes more
sensitive to time costs.

»  The effect of wage income and non-wage income on the demand for health
services differs. Increases in non-wage income have a consistently positive
effect on demand. However, increases in wage income have an ambiguous,

often negative effect.

This adaptation does not permit the incorporation of indicators of health ‘need’ or
demographic variables that may influence demand. In addition, time price does not have a
conceptual place if one is assumed only to be at work or at leisure. By this assumption, the time
spent seeking health services is considered leisure time. Specifying the value of time is

complex and often value laden (Akin et al., 1985a).

4.1.2.b) Differentiating between preventive versus curative care seeking behaviour

Heller differentiates between the consumption of preventive and curative health services.
He argues that preventive services are only consumed if perceived to be significantly less
expensive than curative services. Curative services are associated with a particular illness
experience and an expectation that the service will alleviate the illness (or its symptoms)
(Heller, 1982).

The cost of curative care is the expected price of a cure multiplied by the perceived
probability of contracting the illness. The perceived probability of illness is incorporated into a
holistic ‘perceived state of health®’ determined by:

a) The nature of the external environment, particularly the ‘virulence and

prevalence’ of pathogenic agents.

b) The level of consumption of clothing, shelter, food, safe water and other

products which can protect the individual against the external environment.

c) The consumption of preventive health services.

Age also inhibits one’s ability to resist disease, with higher risk periods occurring during

early and later years in less developed countries.

Conclusions from this model suggest that the consumption of preventive services and other
commodities reduces the need for curative services. As such, the net price of preventive
services and other commodities is the cash and time price of the goods respectively, less the

effective savings in expenditure on curative services.

¥ Health status is not the only determinant of demand for health services in Heller's model. The demand for health services is likely
to be dependent on both this perceived state of health and economic factors such as income and market prices. However, health
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e The price elasticity of demand for preventive services and other

commodities is negative.

¢ The price elasticity of demand for curative services is indeterminate, as is
the cross-price elasticity of demand for curative services and preventive

services, or curative services and other goods.

o Although the cross price elasticity of total demand for medical services and
the demand for necessary medical services cannot be categorically signed,

Heller argues that it is negative.

o The direction of the income effect on the total demand for medical services
is indeterminate as an increase in income may have multiple effects. It may
increase the demand for excess care (i.e. total demand for medical services
less demand for ‘necessary’ medical services), it may reduce illness and it

may increase the demand for preventive services and other goods.

o “The effect of a change in the amount of time required to consume any good
is equivalent to the effect of an increase in the cash price of that good

multiplied by [the wage rate]....” (pg 269 Heller, 1982)

4.1.2.¢) The Lancaster Model of Demand

Lancaster provides an alternative to traditional utility theory that is potentially determinate
and able to cope with the particular traits of health seeking behaviour. According to his theory,
preference sets are comprised of ranked characteristics rather than ranked goods. Goods are
only ranked indirectly as a function of the characteristics they possess. As such, a good itself
does not give utility to the consumer rather, this is conveyed through the characteristics of the
good. Lancaster also proposes that a good will have more than one characteristic, many .
characteristics may be shared by more than one good, and that combinations of goods may
possess difference characteristics from each of those goods individually (Lancaster, 1966). The

simple form of his model is formalised as follows:

Maximize U(z)
Subjectto px<k

With z = Bx

zx>0

status and economic factors are to some extent interdependent and this can complicate the analysis of health service demand.
(Heller, P. S., 1982. A model of the demand for medical and health services in Peninsular Malaysia. Soc Sci Med, 16(3), 267-284.)
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In this specification, z denotes the characteristics of goods while x denotes the goods. The
maximand U(z) thus denotes the utility derived from the consumption of the characteristics.
Lancaster describes this utility as being “defined on characteristics space (C-space)”(pgl36).
Of course the characteristics in themselves cannot be purchased; instead the goods must be
purchased to enjoy their characteristics. As such, px < k is the budget constraint, which is
described as being “defined on goods space (G-space)”(pgl136). The term z = Bx relates the
characteristics (z) to the collection of goods available (x) through the consumption technology
B, which is assumed to be fixed. The final term is a simple non-negativity constraint that may
not always apply. In order to relate the budget constraint to the utility curve, both must be
moved into the same ‘space’. Whether they both move into the goods or characteristics space is

determined by the structure of the matrix B (Lancaster, 1966)

Applying this structure to a hypothetical case of health seeking then, patients would rank
provider characteristics such as drug availability, staff attitudes etc rather than ranking
providers. This ranking would be required to have the properties of completeness, transitivity
and reflexivity. Providers would then be ranked indirectly as a function of the characteristics
with which they are associated. Lancaster’s model can cope with r characteristics, m activities
and n goods. As such, it can accommodate multiple providers, with multiple characteristics and
health seeking for multiple illnesses. It does however require that the characteristics possessed
by a good are the same, and in the same quantity for all consumers. The only element of
personal choice is thus the choice and ranking of characteristics and not the allocation of

characteristics to goods.

This model, as with the traditional model, is also a utility maximising model with no
explicit accommodation of alternatives to strict maximisation. While it is conceivable that
patients would have more information about the characteristics they would prefer from a
provider than their preference for the provider itself, it is less conceivable that they may be able
to assign those characteristics accurately to a provider and hence to consume the bundle of
goods that would yield the utility maximising collection of characteristics. This model has not

yet been applied empirically to health seeking.

4.1.2.d) The soft budget constraint

When an individual has access to extended family resources or holds a reasonable
expectation that the State will facilitate health seeking — either through the reduction of prices or
the augmenting of income through grants — a softer budget constraint may apply. Application of
a soft budget constraint moves the discussion away from neoclassical economic theory, towards

a game theoretic approach.

38



The soft budget constraint is commonly used to describe or explain the behaviour of firms
in transition and socialist economies (Kornai, 1998). In these markets, subsidies, credits, price-
supports and the unenforceability of bankruptcy all subject state firms to a soft budget constraint
(Li and Liang, 1998). According to Kornai et al, the features of the soft budget constraint
(SBC) are empirically observable and measurable. A characteristic set of motives, with
predictable effects on actors’ expectations and behaviour, work through a characteristic set of
means (Kornai et al, 2003). The SBC uses a game theoretic framework rather than a
neoclassical framework and as such, the emphasis is placed on the interaction between
economic agents rather than the behaviour of a single economic actor (Lindbeck and Weibull,

1988).

By convention, SBC syndrome refers to the case where both parties in the relationship are
organisations. However, this is more a function of the theory’s application to date than any
limitation of its structure. In fact, Kornai et al. readily explain that the theory evolved from
microeconomic theory and particularly the budget constraint of the individual (Kornai et al.,
2003). It is therefore not implausible that SBC syndrome can be used to explain the behaviour
of individuals in health markets. The concept is particularly useful for explaining how (and
why) economic agents may interact to facilitate any ‘out of budget’ health spending i.e. health

spending that exceeds household resources, by a given individual.

In conventional SBC theory, budget constraints are usually softened through fiscal tools, the
extension of excessive credit and other indirect methods such as tariff barriers to deter
competition (Kornai et al., 2003). Individuals in health markets may face similar ‘softening’.
For example, to facilitate the purchase of health services above the budget line, individuals are
often extended credit which they cannot (or will not) be expected to repay. Indirect methods of
support take a different form in the individual case but are no less relevant — a patient’s relatives
may provide transport, childcare or free accommodation to facilitate the purchase of health
services above the budget line. There is also an equivalent to the fiscal support incorporated in
SBC syndrome; individuals may be exempt from their usual contributions to a communal or
familial financial pot in order to facilitate health spending over their budget constraint i.e. in

excess of household resources.

SBC syndrome is credited with three key behavioural effects. Firstly, management efforts
to maximise profits or reduce costs are reduced. Secondly, organisations facing SBCs become
less responsive to changes in prices (of inputs and outputs). Finally, organisations with SBCs
may be able to obtain inputs to production without paying for those inputs. This may inflate
demand for these inputs and lead to shortages (Kornai et al., 2003). We can translate these

effects into the language of individual health seeking. In the first instance individuals may have
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a reduced incentive to minimise the costs of health seeking and may, for example, seek fee for
service private care over free public care. In the second, individuals may be less responsive to
the price of health services. Finally, if we assume that health services are an input to health
production (as the model below describes), the SBC may augment demand for health services
and lead to shortages. A SBC on the demand for health may also thus crowd out other

individual or household spending.

The formal theory of the soft budget constraint has not yet been applied to the problem of
health seeking but it is evident that this theory can accommodate many of the potential
characteristics of health seeking in a way that the neoclassical theory of the hard budget

constraint cannot.

4.2) HOUSEHOLD PRODUCTION MODELS.

This model formalises the actions of an individual who uses two inputs (market goods and
time) to maximise the utility of two commodities produced in the home. This replaces the
notion of direct utility derived from health services with one of indirect utility i.e. one does not
gain positive utility from the health service but from the effects of the service. This corresponds
with the notion of derived demand explained above and, to some extent, also with the Lancaster
Model. By introducing household relationships into the production (and consumption) function
one can model the economic effects of household level demographic variables (Akin et al,
1985a) and begin to see impact of an individual’s social environment on their health seeking
behaviour. However, this does not allow the exploration of community level factors that may

facilitate or prevent health service usage.

The household production model also introduces the concept of a shadow price such that the
price of a commodify is determined by the cost of its inputs and the efficiency of the production
function, rather than the market. If the market is not determining price, we can no longer
assume that price will regulate supply and demand and maintain market equilibrium. This
reinforces concern that health service consumption occurs out of equilibrium and demand does

not equal use.

Again, this model is not without its own drawbacks. Firstly, the comparative statics do not
differ from a simple utility maximising model with time costs, such as that developed by Acton
(Acton, 1975). The model also fails to incorporate any concepf of health need or health status
(Akin et al., 1985a).
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4.3) HUMAN CAPITAL MODELS

The Grossman human capital model is a version of the household production model in
which health is a ‘commodity’ produced using own time and market inputs. Health is viewed as
a “durable capital stock that depreciates with age and can be increased by investment” (pg 348
Grossman, 2000).

The production of health stock (or health capital) is modelled by a household production
function in which medical care is one input of many. Accordingly, the shadow price of health is
determined by more than the cost of health services. This model shows that the shadow price of
health rises with age as the rate of depreciation of the health stock increases; and falls with
education as more educated persons are assumed to be more efficient producers of health.
Furthermore, “an increase in the shadow price may simultaneously reduce the quantity of
health demanded and increase the quantity of health inputs demanded.” (pg 348 Grossman,
2000).

The individual simply chooses whether or not to invest in health or other commodities that
yield positive utility, knowing that the discounted value of lifetime consumption cannot exceed
the discounted value of lifetime income. Thus the model is consistent with economic theory, as
the marginal cost of investments in health must equal the marginal rate of return to those

investments (Akin et al., 1985a),

This model can be presented in two distinct forms i.e. as a pure investment model and as a

pure consumption model. ~Analysis of the pure investment model suggests that positive

relationships exist between:
s health capital and the wage rate,
» health capital and education,
. .the demand for market-produced health services and age,
« the demand for market-produced health services and the wage rate,

« the demand for market-produced health services and education.
A negative relationship exists between health capital and age (Grossman, 2000).

Analysis of the consumption model is more ambiguous due to wealth effects. With the

standard assumptions of the model it is not possible to state the direction of the relationship
between age, the wage rate or education and either the demand for health services or the

demand for market-produced health services (Akin et al., 1985a; Grossman, 2000).

Akin et al. identify two benefits of this model; the inclusion of some concept of health

need, and the ability to sign demographic variables in the investment model. However,
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‘need’ is not optimally modelled as health stocks are assumed to depreciate linearly with age

and the effects of ‘health shocks’ are not considered (Akin et al., 1985a)

A further concern regards the use of education as a proxy for human capital, when
economic theory provides little impetus to do so. Finally, the Grossman model assumes that
individuals have complete certainty about their stock of health, how to increase (or decrease)
that stock and at what price (Akin et al., 1985a). This hyper-raﬁonality underpins Neoclassical

notions of demand.

4.4) NEW INSTITUTIONAL ECONOMICS

While Neoclaséical theory is characterised by perfect information, New Institutional
Economic (NIE) theory identifies the following characteristics of the market for health services
(Akin et al., 1985a; Leonard et al., 1999; Leonard, 2000b):

» Asymmetries of information i.e. information is not shared equally between patient and

health service provider.

» Bounded rationality, characterised by less than perfect information about choices and

decision sets which may not include all possible options.

= Transitivity may not hold as preferences vary according to the context and nature of the
perceived health need.

The process of health seeking is characterised by uncertainty, infrequency and asset

specificity.

In most health systems asymmetries of information between the doctor (or provider) and
patient, manager and owner, or payer and payee can lead to conflicts of interest (Arrow, 1963).
Constrained optimization models were an early attempt to resolve this conflict but they failed to
explicitly analyse the role of information and ownership rights. This failure led to the

development of the principal agent model (or agency theory) (Varian, 1992).

A principal-agent problem occurs when a less-informed principal (e.g. the patient) wants to
induce a better-informed agent (e.g. the doctor), to take an action which is costly to that agent.
The challenge is to construct an incentive scheme that will induce the agent to act in the best
interests of the principal and not override the patient’s goal, perpetuating the conflict (Hart,
1996; Varian, 1992). In the context of health, the utility function of the principal and agent are

interdependent, information is asymmetrical and transaction costs exist.

The agency model has been usefully applied in the study of alternative payment
mechanisms and the role of imperfect agency in mediating-provider incentives (Ellis and

McGuire, 1986). Transaction cost analysis has helped to devise complex incentive
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compatibility constraints to reduce inefficiency and optimise remuneration. Despite this, the
structure of payments in health systems remains relatively simple and is seldom devised after

due consideration of both the patient and provider’s utility functions (Mooney and Ryan, 1993).

In the absence of formal incentive compatibility constraints, Mooney questions the capacity
of a patient to monitor a health service provider. Patients may not be aware of this
responsibility and if they are, information asymmetry may prohibit monitoring. If the patient is
able to monitor the provider, what is their recourse if they identify a failure to perform? If there
are multiple providers the patient could always seek a second opinion but in resource poor
settings this is seldom the case. Even if multiple providers do exist, second opinions are seldom

encouraged in publicly funded health systems (Mooney, 1992).

Agency theory has been criticized for its simplicity as the principal may be any number of
patients with divergent needs. Which one incentive scheme will ensure that the agent acts on
behalf of them all? How patients or communities might organise themselves is the subject of
some collective bargaining analysis but is seldom considered in context of demand for health
services, which tends to have a very individual basis. The. model needs to accommodate
multiple relationships and allow for indirect forms of sanction by patients who might ‘vote with

their feet’ if alternative providers exist.

4.4.1) OPTIMISING VERSUS SATISFICING

NIE rejects the hard core of the Neoclassical paradigm, which focuses exclusively on
optimization. Instead, it is assumed that bounded rationality forces individuals to adopt
satisficing strategies i.e. to achieve acceptable aspiration levels with less than full information
rather than strictly maximising utility. Thus objective rationality is replaced by subjective
rationality as individuals are assumed to:

1) Limit the alternatives in their feasible set

2) Value their information processing costs more highly than assumed by
traditional rational choice theory, and

3) Settle for a process of satisficing.

Lane similarly proposes that the assumptions about rationality do not advance our
understanding of utility maximising behaviour. Instead it is the assumptions about goals and
how people characterise the choice situation, that can be useful in understanding and measuring

utility maximisation (Lane, 1991).

While criticisms of rationality have validity, they are not insurmountable. Economic

rational choice theory is useful provided that one is: aware of its shortcomings, does not use it as
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a gospel of human behaviour, and remembers to supplement it with common sense, intuitive

thinking about human nature and the context of the situation being analysed (Sen, 1982).

In the context of health seeking behaviour, bounded rationality has direct implications. One
needs to consider which alternatives fall within the patient’s feasible set. If information
processing is considered costly, then one also needs to investigate the proliferation and nature of
possible ‘short-cuts’ to decision making such as the use of reference groups or opinion leaders
to guide service choice. This necessitates a community or social orientation to the analysis of
health seeking behaviour in so far as reference groups and opinion leaders are drawn from the

individual’s community or society.

5) THE EMPIRICAL ANALYSIS OF DEMAND FOR HEALTH SERVICES

5.1) PSYCHO-SOCIAL VERSUS ECONOMIC MODELS OF DEMAND.

The psycho-social and economic models of demand detailed above provide alternate
conceptual frameworks for empirical analysis. These conceptual frameworks help to identify
the independent variables affecting the demand for, or use of, health services. Although the
frameworks stem from different intellectual traditions, the substantive analysis derived from the
two schools of thought does not differ significantly. The main difference between the two lies
in the treatment of community-level variables, which tend to be considered in psycho-social
models and not in economic ones. For clarity then, the next section focuses solely on the
application of economic models of demand — with reference to community level variables where

relevant.
5.2) EMPIRICAL APPLICATION OF THE ECONOMIC TENETS

Most economic studies of demand address the implications of introducing user fees for
health services (Conteh and Hanson, 2003). These studies tend to take either a disease-specific
approach (Dalal et al., 2002; Dyer et al., 2002; Ogborne and DeWit, 2001) or a facility-specific
approach (Olsson and Hansagi, 2001; Olsson, 2001) to understanding health service utilisation
and demand. Data sources are generally quantitative survey-based sources varying from
longitudinal surveys (Chakraborty et al., 2002) to ad hoc cross-sectional surveys (Gaitatzis et
al., 2002; Ngalula et al., 2002; Saxena et al., 2002; Welch et al., 1984). Wiseman et al. have
also recently utilised diary data collection methods to inform treatment seeking behaviour and
this method holds some promise for future studies of this kind (Wiseman et al., 2005; Wiseman
et al., 2006).

As mentioned previously, there is a proliferation of empirical literature on demand from
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wealthy countries settings. These studies cannot be omitted entirely due to their influence on
our overall understanding of demand for health services however, where possible, the following

section will focus solely on studies set in less developed countries.

5.2.1) APPLYING UTILITY MAXIMISING MODELS

Heller was among the first to investigate the use of health services in a developing country
context and particularly (Heller, 1982);
o the sensitivity of service use to costs of care both in terms of time and financial
resources (including income),
e the correlation between the consumption of medical care and rates of illness,
e the choice between traditional versus modern facilities,
o the choice between public versus private facilities, and

o whether patterns of use varied across ethnic groups.

These areas have since been investigated by other authors including Akin et al. (1985a),
Sauerborn et al. (1994), Gertler and van der Gaag (1990), Mwabu (1986) and van der Ven and
van der Gaag (1982).

Heller found that the demand” for medical services was_highly inelastic to changes in
income, price and the time taken to seek services. He also found that demand was responsive to
changes in the relative prices of different medical services and to changes in the composition of
the time spent accessing care (i.e. travelling time versus waiting time etc). This implies that
different providers are substitutes rather than compliments. He also identified greater shifts

away from traditional medicine amongst higher income earners (Heller, 1982).

Sauerborn et al. concluded that the price elasticity of demand'" varies across age groups and
income groups and is highest for infants and the lowest income quartile. Elasticity may be
greater in the poorest income quintile because they only seek care when illness becomes more
severe (and thus the use of health services less discretionary) (Sauerborn et al., 1995). This

emphasises the importance of a ‘health need’ measure in empirical analysis.

Mwabu focussed on a single illness episode and found that patients utilised multiple
providers during the episode (Mwabu et al., 1993) Many studies have investigated the use of
particular service facilities including emergency departments (such as Bazargan et al., 1998) and
community pharmacies (for example Sepehri et al., 2003). Others have analysed the use of

services for particular health needs such as postnatal care (Chakraborty et al., 2002), paediatric

** Although Heller refers to his dependant variable as ‘demand’, he is in fact measuring use as defined in this
document.
't Again, while the authors refers to their dependant variable as ‘demand’, they are in fact measuring use
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care for children exposed to family violence (Onyskiw, 2002), care for patients in the terminal
stages of AIDS (Ngalula et al., 2002) and care for those afflicted with epilepsy (Gaitatzis et al.,
2002). However, these studies failed to explore the interplay between illness type and health
service use. Illness type (rather than illness severity) may determine elasticity of demand for
various health services. These findings also tend to present the barriers to access as a list of
mutually exclusive factors rather than an interdependent whole, where the relative importance
of each barrier varies between individuéls, communities and illness-experiences (Brach and

Fraser, 2000; Muller, 1986; Ojanuga and Gilbert, 1992).

Sahn used a nested multinomial logit model to analyse the effect of demographic variables
and duration of illness on the use of health services (Sahn, 2000), while Saxena et al. examined
socio-economic and ethnic differences in service use by children and young people in England
(Saxena et al., 2002). Their respective findings identify differences in usage but do not explain
why those differences might exist. They make little allowance for health seeking as a social
phenomenon, influenced by cultural norms and established familial or community habits

(Pearce and Smith, 2003; Wallerstein, 2002).

5.2.2) APPLYING HOUSEHOLD PRODUCTION AND HUMAN CAPITAL MODELS

Few studies have applied the household production function, possibly due to the complexity
of translating the theory into a workable statistical model. However, Ellis et al. analyse
household-level demand determinants in their study of demand for inpatient and outpatient care
in Cairo. Unsurprisingly, they conclude that wealthier consumers prefer to purchase higher cost
and quality services; and that age, gender, education and coverage by health insurance all
impact on demand for services. They are unable to estimate price responsiveness because of the
interrelation between price and quality in Cairo and the absence of a suitable variable to control

for quality in their multi-stage, discreet choice model (Ellis et al., 1994).

Yen et al. claim to be “motivated by a household production model” in their study of the
demand for traditional medicine in Taiwan. They conclude that the elasticity of demand for
traditional services is more sensitive to changes in the time and money price than to changes in
income. They also conclude that Western medicine is a ‘gross substitute’ for traditional
Chinese medicine and that insurance, lifestyle factors and demographic factors impact on the

demand for health services (Yen et al., 2001).

Gerdtham and Johannesson use a Swedish micro-dataset to estimate an ordered probit
model of demand for health in which health capital is captured with a categorical measure of

overall health status. They conclude that the demand for health increases with income and
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education and decreases with age, obesity, urbanisation and marital status (i.e. single people

have a higher demand for health services) (Gerdtham and Johannesson, 1997).

5.2.3) APPLYING THE TENETS OF NEW INSTITUTIONAL ECONOMICS

Using elements of New Institutional Economics, Zweifel and Manning explore moral
hazard and consumer incentives in health care. They utilise empirical evidence from natural
experiments, observational comparisons of individuals and the Health Insurance Experiment.
Their study concludes that the demand for medical care is responsive to changes in the net-price
(i.e. is price-elastic) and that there may be a moral hazard effect as consumer choice is biased in
favour of newer,I more expensive technology (Zweifel and Manning, 2000). These findings
have not been tested in impoverished settings, where out of pocket health service payments

compete directly with payments for food and fuel.

Leonard uses the concepts of physician agency and information asymmetry to explore why
both states and markets are failing in parts of Africa. His analysis reveals that NGO’s have the
institutional capacity to deliver high quality services while private GPs, and government
organisations that charge fees, are unlikely to succeed. He contends that markets characterised
by asymmetric information require more than a price mechanism to function optimally. He
does not believe that such necessary additional mechanisms exist in many African states as
practitioners engage in a ‘race for the bottom’, spending money on observables such as drugs, x-
rays and other tangible diagnostic tests. The presence of asymmetric information makes
patients risk averse and these private doctors lack the reputation to overcome patient concerns.
It is this ‘reputation’ which NGOs have succeeded in generating over years of service in African

countries and which inevitably facilitates their success (Leonard, 2003).

Alternatively, traditional healers are not concerned with reputation as they apply outcome
contingent contracts (i.e. they only expect payment if the treatment is successful). Outcome
contingent contracts generally raise the question of enforcement, i.e. how does the healer ensure
that patients will pay and not claim untruthfully that the treatment was unsuccessful? However,
traditional healers have superstition, a unique tool of enforcement, on their side. The healer
knows that if a patient lies they may avoid payment for a time but will eventually get sick again.
The patient will believe this next sickness is a curse brought upon them because of their non-

payment. The result is that sooner or later, patients pay up and the system functions effectively
(Leonard, 2003).

Leonard’s findings reinforce concern that health markets operate out of equilibrium and that

the price mechanism does not regulate supply and demand. Instead, public supply appears to be
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operated on a command basis with strong information asymmetries between market and state
undermining optimal delivery. At the level of the consumer, information asymmetry shapes the
preference set of the user and impacts ‘optimal’ service selection. These asymmetries are not
incorporated into the neoclassical models above and, as Leonard did not set out to understand or
measure the demand for health services, their impact remains to be explored. These findings
also emphasise the fact that service use cannot be reliably and consistently equated with

demand.

5.3) CHALLENGES TO THE ESTIMATION OF DEMAND FOR HEALTH SERVICES.

“Perhaps the oddest aspect of the work is the extraordinary effort expended by
Acton and Miners, on the one hand, and the household production theorists, on the
other, to develop theoretical models that are clearly distinguishable from one
another in several important respects, but then to estimate the models as if they

were virtually identical” (Chapter 4, pg 128 Akin et al., 1985a)

There appears to be a disjuncture between the theoretical foundations and the empirical
work conducted on the demand for health services. Most empirical papers either ignore the
theory or outline a set of theoretical tenants before specifying an entirely separate (and often
barely related) statistical model. Economic theory has been criticized for offering little
guidance on specifying statistical models. What the theory does offer however, is a number of

“rigid points” including the following (Akin et al., 1985a):

= Quantity must be an endogenous variable in Marshallian demand equations.
= Price must be an exogenous variable in Marshallian demand equations.
= In the household production model, medical services are one input in the production of

health and being ill is not a prerequisite for the production of health.
Notably, the theory does not specify:

«  Which medical goods should be grouped together in a demand equation.
»  Whether inpatient and outpatient visits should appear together in a system of

demand equations.

This latitude allowed by the theory and, in some cases, simple violation of the “rigid points™
has resulted in misspecification of price and quantity by Grossman, failure to treat time as
endogenous by household production theorists, the use of inappropriate samples and the

inappropriate inclusion of both inpatient and outpatient visits in a single model (Akin et al.,
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1985a).

As a general point, demand theory is challenging to apply in an empirical context and even
if the model is tractable mathematically, collecting appropriate data may not be possible.
However, aside from this general concern, there are a number of specific challenges faced by
researchers trying to apply demand models including the incorporation of health needs, allowing
for the potential heterogeneity of health services, the impact of demographic variables and the
correct methods for quantifying input variables without introducing bias into the models. Each

of these challenges is briefly discussed below.

5.3.1) HOMOGENOUS VERSUS HETEROGENEOUS HEALTH SERVICES

Original theoretical demand models tend to treat health services as homogenous (Acton,
1975; Akin et al., 1985a; Akin et al., 1985b; Becker, 1964; Becker and Maiman, 1975).
Goldman and Grossman incorporate service heterogeneity into their model of paediatric care
visits by treating the quantity and quality of visits as endogenous variables (Goldman and
Grossman, 1978; Goldman and Heuveline, 2000). Alternately, Heller incorporates service
heterogeneity by discriminating between necessary and discretionary medical care (Heller,
1982).

Empirical applications of these models have sought to include indicators of variable service
quality (Akin et al., 1985a; Leonard, 2000a). However, few models allow for a choice between
services of equivalent quality that may differ on some other basis such as perceptions of
propriety for different treatments. For example, traditional healers offer a very different service
to the local general practitioner but both might be considered'high-quality care 6ptions when~

suffering from a headache in rural South Africa.

- The theoretical structure of a demand model, and its subsequent empirical application,

should incorporate this and other forms of heterogeneity in health services.

5.3.2) THE IMPACT OF DEMOGRAPHIC VARIABLES

It is understood that health needs vary at different ages but theorists seem unable to fully
account for this staggered variation in demand. Grossman assumes this problem away by
treating health needs as a continuous function of age (Akin et al., 1985a; Grossman, 2000).
While it is complex to incorporate staggered, age-related needs into a theoretical model, new
statistical packages have made it relatively easy to incorporate this phenomenon into empirical
applications of the theory. The use of age-splines and age-gender interactive dummy variables

could greatly enhance our understanding of the relationship between age and the demand for
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health services.

The complex impact of education and income on demand for health services is more
difficult to unpack. Grossman finds education to be positively related to demand for medical
services in his investment model, while in his consumption model the relationship between
education and the demand for health services is unpredictable (Akin et al., 1985a; Grossman,
2000). Education is also correlated with income, introducing multicollinearity into statistical
applications of theoretical models. Even if we could separate out the effects of these different
variables (and labour economics does give us some clues as to how this might be done), we do
not yet fully understand the income or price elasticity of demand for health services. Heller
concluded that the demand for care was price inelastic (Heller, 1982) while Gertler concluded
that demand was price elastic at lower levels of income (Gertler and Van der Gaag, 1990).
Sauerborn et al. similarly found demand to be inelastic overall but highest for infants and

children and the lowest income quartile (Sauerborn et al., 1994).

A number of empirical studies deal with the socio-economic determinants of demand,
addressing the equity of access to health services and linking health and poverty or health and
wealth. However, few studies have sufficient variation in their income data to allow extensive
analysis of socio-economic determinants of demand. Even fewer studies speak to the manner in
which demand reflects the equity or inequity of health service supply as service use is
considered analogous to demand and markets are therefore assumed to be in equilibrium. This
interaction needs to be explored with the view that preference sets shape demand and supply
shapes use in the market for health. If use determines health outcomes (to any significant
degree) and population level measures of these health outcomes determines supply, then
inequality can become entrenched in a system that is not responding to demand. Factors that
shape preference sets, such as individual perceptions of health need, may differ systematically
across individuals thus ‘biasing’ the shape of the demand function and the point at which supply
and demand meet. As such, failing to address divergence in supply and demand (rather than
supply and use) potentially overlooks systematic inequalities in a health system not regulated by

the price mechanism and fraught with problems of asymmetric information (Arrow, 1963).

5.3.3) QUANTIFYING INPUT VARIABLES

Measuring the demand for health services necessitates specifying and quantifying variables,

the measurement of which may be subjective and dependent on the research context. These

variables primarily include:
e Prices of, and expenditure on, healthcare

e Time costs
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¢ Quality of health services
¢ Definition of socio-economic status
e Classifications of health problems
Each of theses will now be discussed briefly, drawing on the main conclusions and

recommendations from the literature.

5.3.3.a) Prices of, and expenditure on, health care

The most correct variable to use for the price of health services is the ex ante price that
consumers expect to pay. When prices differ substantially between service providers or service
providers vary the asking price by the socio-economic status of the patient, there may be a
significant difference between the price the patient expects to pay and that which they end up
paying and it is the éxpectation that shapes behaviour. Divergence between ex ante and ex post
prices may also occur in cases where the patient has little or no experience of a particular
provider type and as such, has little information on which to baﬁe a pricing expectation (Bitran,

unpublished draft).

That said, collecting ex ante pricing expectations can be difficult when expectation is
rationalised by the actual payment amourit after a treatment seeking event. A common
alternative to the collection of ex ante pricing expectations is the collection of total expenditure
on health as reported by the patient (Shepard and Cooper, 1987). However, as the number of
visits (a common proxy for the quantity of health care consumed) is considered endogenous to a
demand model, total expenditure measures may introduce multicollinearity into the demand
equation (Akin et al., 1985a). Actual expenditure may also suffer from selectivity bias as the
distribution of price‘s faced by those who actually used a service will differ from those faced by

the general population (Bitran, unpublished draft).

Collecting prices from providers rather than patients is also potentially misleading if prices
differ on the basis of patient characteristics (including whether or not they have health insurance
and what form that health insurance may take), the provider may simply not be able to give an

accurate measure of price.

Apart from the challenge of correctly measuring price, other methodological
considerations arise including (Bitran, unpublished draft):
e The fact that prices may not vary significantly in the developing country context,
complicating econometric analysis of the demand-response to chances in price. .
e The price level may be so low compared to consumer’s overall income and wealth that

any variations which do occur may not be material to the consumer.
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Similar problems arise with the measurement of quality, and whether to collect data from
providers or from patient evaluations. While the patient’s evaluation of quality may be
endogenous to a demand function, the provider’s estimation of quality - while exogenous - may
not reflect the dimensions of quality that matter to patients. Furthermore, the price and quality

of the option not chosen is rarely collected in household surveys.
5.3.3.b) Travel and time costs

Economic theory necessitates accounting for direct and indirect costs of health seeking
(McNamara, 1999a, 1999b; Sauerborn et al., 1994). However, care should be taken when
valuing the opportunity cost of time, particularly in agrarian societies, communities with low
employment rates and those were few women work in the formal marketplace. The cost of time
spent travelling to health services can be quantified using a number of methods. The two most
common methods are as follows:
1. The distance covered to reach services is multiplied by the cost of transport per
 kilometre (Akin et al., 1985a; Cowley and Appleton, 2000; de Bartolome and Vosti,
1995; Leonard, 2000b).

2. The time to travel to the facility is multiplied by an appropriate opportunity cost
(Asenso-Okyere and Dzator, 1997; Dor et al., 1987; Gertler and Van der Gaag, 1990;
Hotchkiss, 1998; McNamara, 1999a, 1999b; Sauerborn et al., 1994).

The key problem with the first method is that it takes no account of the quality, permanence
or existence of the roads to reach the health service provider. The same can be said for the
quality, availability or existence of public transport. The first method also fails to satisfy the
economic definition of cost. By accounting only for direct costs, indirect opportunity costs such
as the opportunity cost of the time spent travelling, are ignored (Bitran, unpublished draft).
Furthermore, direct costs may in fact be zero at the point on use, thus complicating analysis of

the impact of prices.

Conversely, the second method fails to take into account the direct costs of travel. In
addition, a significant challenge is posed by the accurate estimation of opportunity costs. For
example, high unemployment rates and difficulties in valuing work done in the home
complicate the valuation of time (Bitran, unpublished draft). One possible solution is to leave
time in minutes or hours as either a categorical or continuous variable, rather than converting
the time to a cost value (Abraham et al., 1992; Heller, 1982). However, this does not address

the fact that the value of this time will vary across individuals in systematic ways.

Finally, it is important to note that travel time is not the only time spent seeking health

services. Waiting time and time spent in consultation also needs to be accounted for (Schneider
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and Palmer, 2002). Measuring the opportunity cost of time spent waiting, in consultation and .

travelling is subject to the same challenges as those mentioned above.

5.3.3.¢) Quality of health services

There is little consensus regarding the appropriate way to measure service quality when
estimating demand empirically. Some authors elect to ignore the issue of quality entirely (Dor
et al., 1987; Grootendorst, 1995) or assume quality is uniform across all services (Sauerborn et
al., 1994). Other authors use one or more of the following indicators; expenditure on care per
person covered (Akin et al., 1995; Vogel, 1994), drug availability (Akin et al., 1995; Asenso-
Okyere and Dzator, 1997; Hotchkiss, 1998; Mariko, 2003; Mwabu, 1986; Schwartz, 1993;
Vogel, 1994), physical condition of facilities (Akin et al., 1995; Vogel, 1994), community
dummy variables to capture differences between communities (Bolduc et al., 1996), quality as a
function of the initial state of health or household characteristics (Ching, 1995; Gertler and Van
der Gaag, 1990), facilities perceived most suitable for particular illnesses (Ellis et al., 1994;
Leonard, 2000a; Mariam, 2003), whether consultation took place with a doctor (Heller, 1982;
Hotchkiss, 1998; Leonard et al., 2002; Schwartz, 1993), level of staff training (Heller, 1982;
Hotchkiss, 1998; Leonard et al., 2002; Schwartz, 1993), crowding (Hotchkiss, 1998; Propper,
2000), facility size (Hotchkiss, 1998; McNamara, 1999a, 1999b), range of services (Hotchkiss,
1998; Propper, 2000), process quality (Leonard et al., 2002), attentiveness and politeness of
clinician (Leonard et al., 2002), appropriateness of the prescription (Leonard et al., 2002), drugs
prescribed per patient (Leonard et al., 2002), laboratory testing (Mariko, 2003), patient response
to a quality rating scale (Mariko, 2003; Sahn, 2000), number of beds (McNamara, 1999a,
1999b), opening hours (Schwartz, 1993).

As with prices, Bitran (unpublished draft) proposes that perceived rather than actual quality
affects the consumption decision. However, Akin et al(1985a) argue that perceived quality is
endogenous to the consumer and is thus unsuitable for use in the econometric specification of
demand. Gertler and van der Gaag therefore developed a quasi-production function that models
quality as a function of the individual’s characteristics, severity of illness and education on the
one hand; and the provider’s geographic location on the other hand. This production function

could then be used as a constraint in a constrained optimisation exercise (Gertler and Van der
Gaag, 1990).

5.3.3.d) Definition of socio-economic status

Socio-economic status can be difficult to measure in countries (or contexts) where wealth is
not held in monetary form and income is neither regular nor enumerated in any formal sense.
For example, many rural communities store wealth in livestock and have significant seasonal

variations in income. As a result, some authors have employed wealth indicators which take
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into account the type of roofing on a person’s home, the number of rooms in their house, the
type of sanitation and electrical or white goods contained in the home (King, 2002). Of course
this has raised a second set of challenges regarding comparability across settings and even the

appropriate asset indicators to include in a single setting.

5.3.3.¢) Classifications of health problems

Understanding how a person’s illness or disease impacts on their selection of health service
provider is an important part of understanding the demand for.health services. Unfortunately,
this raises the question of how you define that illness or disease. More obvious options might
include: defining the disease according to the health care provider’s diagnosis, defining the
disease according to the patient’s self-diagnosis or collecting only the set of symptoms from the
patient without trying to identify a particular disease or diagnosis (i.e. defining the disease or
diagnosis post-hoc) (Mwabu, 1986).

With the former options one must consider that people will only know their diagnosis if
they have sought formal care and one may have difficulty differentiating the diagnosis of a
traditional healer from that of a Western style doctor. Self-diagnosis may be subjective and
culturally dependenf. As such, collecting a set of symptoms may be the most objective means

of classifying health problems.

5.4) QUALITATIVE EMPIRICAL EVIDENCE FROM THE DEVELOPING COUNTRY
CONTEXT

There are a number of areas where the qualitative sociological or anthropological literature
significantly expands the domain of the empirical economic literature on demand presented
earlier in this chapter. The complexity and dynamism of care seeking behaviour, quality of care
issues and social contextual factors constitute particular cross-contextual themes that generate
additional insights into care seeking behaviour. ~After describing the qualitative insights
regarding the medical domain in South Africa, this section briefly summarises the contribution

of these three themes to our understanding of health seeking behaviour.

Descriptions of the medical domain and cultural constructions of illness are shown by the
qualitative empirical literature to impact materially on care seeking behaviour (see for example
Jaramillo, 1998; and Russell, 2005). In South Africa, the medical domain is highly pluralistic
with treatment options ranging from western medicine offered either privately or through the
public system, to traditional medicine and spiritual healers as described in Chapter 1.
Importantly, South Africa’s health system has undergone considerable complex restructuring
since 1994 aimed at decentralising the delivery of services and removing systemic inequities

(Kane-Berman, 2000). Gibson describes how that process of transformation frequently failed to
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coincide with the day to day reality of health service use. Confusion over the new structure and
the correct entry-point for treatment, and a growing disillusionment with the quality of curative
services at the public primary care level were key themes emerging from Gibson’s investigation
(Gibson, 2001). These perceptions may go some way towards explaining the use of the private
health sector by approximately 30% of people without medical insurance in South Africa
(Schneider and Palmer, 2002). Aside from private sector use, the use of traditional and spiritual
healers is also widespread in South Africa although Abrahams et al. conclude that, at least for
pregnant women in Cape Town, these | services are seen as complementary to biomedical
services rather than substitutes and that self-medication plays a similar supplementary role

(Abrahams et al., 2002).

Although there is considerable overlap in the empirical literature, quantitative economic
models are arguably less successful at capturing the complexity of treatment seeking behaviour
than comparable qualitative studies on the subject. Although treatment seeking for TB is
summarised in considerable detail in the next section it is worth noting here how that literature
has contributed to our understanding of the complex nature of care seeking generally. In the
Gambia, gender differences in provider choice, a lack of knowledge about TB, TB stigma and
high transport costs all contributed to complex treatment seekihg patterns (Eastwood and Hill,
2004). Similarly in Cali, Colombia, TB diagnostic delay was attributed to stigma, cultural
explanations for TB symptoms and poor interpersonal quality in the health system (Jaramillo,
1998). A Kenyan study found that TB treatment in the formal sector was seen to be agonising
and lengthy, especiélly when compared with traditional alternatives. In this setting as in others,
prolonged self treatment and consulting traditional healers increased the complexity of
treatment seeking and significantly delayed diagnosis (Liefooghe et al, 1997). Thus
information shortages, gender, stigma, cultural explanations for disease manifestation, the
communal context of care seeking and the poor quality of patient/provider interactions all act as
determinants of care seeking behaviour frequently omitted by, or poorly integrated into, the

more quantitative empirical economic literature on demand.

In the same way that the empirical economic literature on demand may be accused of over-
simplifying treatment seeking behaviour, that literature might also be accused of over-
emphasising the technical domains of service quality relative to interpersonal aspects of quality.
Two studies from Tanzania highlight some of the mechanisms through which the
patient/provider relationship can materially impact treatment seeking behaviour. Most recently,
Tibandebage and Mackintosh demonstrated how the breakdown of patient/provider
relationships affected service access, highlighting systemic patterns of exclusion and abuse

(Tibandebage and Mackintosh, 2005). In an earlier study in Tanzania, Gilson et al illustrated
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how patient satisfaction influenced the willingness to adhere to treatment and the effectiveness
of care (Gilson et al., 1994). There is a growing qualitative literature investigating the complex
facets of interpersonal quality and particularly dimensions of trust between patient and provider.
Gilson describes effective health care as a relational activity requiring relationships of trust and
‘mutual understanding’ between patient and provider (Gilson, 2003). Using data from primary
care providers in South Africa, Gilson et al explain how patient/provider trust is rooted in both
interpersonal and institutional trust. They conclude that respectful treatment is the central
demand of primary care users (Gilson et al., 2005). Thiede similarly describes how the
patient/provider relationship is based on the exchange of information. He observes that
culturally diverse societies such as South Africa’s are oftén low-trust environments thus

undermining that exchange (Thiede, 2005).

Of course themes of trust and interpersonal notions of quality portray health seeking as a
social phenomenon necessitating human interaction and communication. This review has
already mentioned the general failing of economic demand studies to contextualise health
seeking within a social or community context. While this is a weakness of the empirical
economic literature, it a particular strength of the sociological/anthropological literature on
health seeking. The qualitative literature provides the lens of social relations including the
constructs of social support, social networks, social evaluation, social capital, social cohesion,
social inclusion and exclusion and, within the health domain, therapy management groups to
integrate the behaviour of the individual into their wider social environment and understand the
reciprocal impact that the individual and their society have on one another (see for example
Gartrell, 1987; House, 1987; Janzen, 1987; and Sen, 1999). In the study of TB these facets of
social relations have been shown to materially affect adherence to treatment and even the timely
uptake and diagnosis of TB. Common social-enablers include aspects of financial, material and
emotional support at the patient, household, community and health system level with significant
gender-based differences in support in many settings (see for example Johansson and Winkvist,
2002; Sengupta et al., 2006; Sumartojo, 1993; and Zachariah et al., 2006).

However, social relations commonly have a negative dimension in the context of TB, as
with many other diseases. Stigma, or the fear of losing social connectedness with all its
associated value can delay treatment seeking, reduce adherence and adversely affect treatment
outcomes. TB affected patients fear censure from relatives and neighbours and even decreased
chances of finding a marital partner (Karyadi et al., 2002). In their review of the literature on
TB stigma, Macq et al differentiate between enacted stigma and perceived or internalised stigma
and conclude that cultural beliefs about transmission are the primary determinant of TB stigma.

They also note that TB stigma is frequently associated with other ‘stigmatised’ patient
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characteristics such as gender or poverty (Macq et al., 2006). Importantly, a recent study from
Northern Thailand also reported that AIDS stigma might increase TB transmission risk because
of resultant delays in TB treatment seeking and/or treatment non-adherence (Ngamvithayapong-

Yanai et al., 2005 ). This has particular relevance to the proposed study.

5.5) WHAT DO WE KNOW ABOUT CARE SEEKING FOR TB?

Understanding care seeking for TB can inform care seeking for other chronic and acute
illness. However, the role of demand for health services is particularly pertinent in the case of
TB as cost-effective treatment is available in most countries but recovery from the disease relies
on the prompt and compliant accessing of that treatment. Applied studies in both developing
and developed countries have pointed to significant variations in the timing and nature of health
seeking for tuberculosis. As mentioned earlier, a disease of this nature, that predominantly
affects the poor, may also go some way towards aiding our understahding of those determinants
that affect the relative inequality of health outcomes and infomiing Wagstaff’s identified future
research requirements. Of course there are limits on the extent to which findings regarding TB
can be generalised to other cases and this is discussed in the next chapter, which outlines the
methodology of the proposed study. What follows here is simply a review of the pertinent
literature on the disease, outlining the state of the art on care seeking for TB and identifying the

gaps in existing knowledge on the topic.

5.5.1) DEMOGRAPHIC DIFFERENCES IN HEALTH SEEKING BEHAVIOUR

Approximately two thirds of all identified persons with active TB are male. It remains
unclear whether this is due to a higher prevalence of the disease amongst men or lower
notification of the disease amongst women (Ngamvithayapong et al., 2001; Thorson et al.,
2000). Generally, women tend to seek more healthcare from lower qualified providers and to
spend less money per visit. In the case of TB this can result in delayed diagnosis for women,

adversely affecting their chances of survival (Thorson et al., 2000).

A qualitative study conducted among TB patients from both urban and rural areas of
Vietnam, identified distinct gender differences in the factors contributing to delays in; a)
treatment seeking, and b) the pattern of treatment seeking behaviour. Generally, patients
attributed delays to “fear of social isolation, economic constraints and inadequate staff
attitudes”. However, the fear of social isolation and concern about staff attitudes was more
marked amongst women than men, while men were moré affected by economic constraints.
Men tended to delay treatment seeking longer than women and to go to public providers (the
most effective provider in this context) when they did seek care. Women would start seeking

care earlier but would practise self medication or visit private providers before going to public
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providers (Johansson et al., 2000). This appears to reinforce the findings of another study, that
women are more likely to choose providers based on the proximity to home (Thorson et al,,

2000).

An urban study in Zambia also identified longer diagnostic delays for women. These delays
were attributed to the fact that women tended to have lower levels of education, heavier work
loads and less mobility than their male counterparts. Women in the Zambian context also had
less independence and fewer financial resources. It is hypothesised that the high rates of TB-
HIV co-infection have stigmatised care seeking for TB in the Zambian context and the authors
recommended combining TB services with existing paediatric services already attended by
women, both to cut the cost and to increase the anonymity of care seeking (Needham et al.,,

2001).

5.5.2) SEEKING PRIVACY AS WELL AS CARE

A study in Ho Chi Minh City, Vietnam, where TB care is “excellent” and free at the point
of delivery in the public sector, identified another interesting phenomenon. Some patients
prefer to pay for treatment in the private sector where there are no administrative procedures to
test eligibility, no tracing of treatment defaulters, no official registration of TB and no DOT.
The flexibility in diagnostic procedures and drug regimens were also attractive to patients.
These characteristics protect patient integrity but also threaten system attempts at TB
surveillance and disease control. These findings led investigators to conclude that; “the use of
rigid approaches to TB control that do not encompass a strong component of responsiveness
towards the needs of individuals may be counterproductive for public health” (page 935
Lonnroth et al., 2001).

Studies in Pakistan (Khan et al., 2000) and Manila in the Phillipines (Auer et al., 2000),
identified the same behaviour; despite effective (and free) public sector provision of TB
services, patients opted to visit private providers first. In both contexts, private providers were
less adept than their public counterparts at correctly diagnosing the disease during the first
consultation — resulting in significant delays in diagnosis. Private providers also tended to give
patients less information about TB, leaving patients with their own pre-conceived notions that
TB is incurable and that completion (or non-completion) of the treatment regime is immaterial

to the outcome.
5.5.3) MULTIPLE CARE SEEKING

Recent studies in rural South Africa (Edginton et al, 2002) and Thailand
(Ngamvithayapong et al., 2001) identified community perceptions of two types of TB —-a
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“Western TB’ that can only be cured by western medicines, and a ‘Traditional TB’> which can
only be cured by traditional healers. Ignorance of the symptoms of TB and perceptions of TB as
retribution for contravening cultural rules has led patients to seek care from multiple providers,
often beginning with traditional healers or self-medication (Dalal et al., 2002; Edginton et al.,

2002; Harries et al., 2003; Ngamvithayapong et al., 2001).

The Zambian study mentioned previously identified patients who made six visits and more
before their TB was diagnosed. These patients tended to be visiting private providers (and fee-
for service traditional healers) who were less aware of the symptoms of TB and failed to
correctly diagnose the problem. Besides being ineffective, visiting private providers eroded

patients’ income further with each additional visit (Needham et al., 2001).

Once diagnosed, adherence is often further affected by perceptions that TB is incurable
(Khan et al., 2000), that patients must abstain from sex during treatment, by fear of stigma,
difficulty accessing services and even the negative attitudes of health workers (Edginton et al,,

2002).

5.5.4) WHERE ARE THE GAPS IN OUR KNOWLEDGE?

Harries et al. call for research that considers whether delays in treatment secking vary
between social groups and are in any way determined by factors such as gender and poverty.
They suggest that priority be given to the groups with the longest delays and greatest difficulty
accessing care. As such, the proposed study targeted the poorest, most marginalised groups in

the setting.

Access to income and education, social status and legal rights all impact on women’s ability
to access health care in the case of TB and other illnesses, particularly where there is some risk
of social exclusion as a result of infection (Pope and Chaisson, 2003). The impact of these
variables needs to be explored in the urban, South African context. This investigation should
inform not only TB care strategies, but care strategies for other chronic illness in particular and

acute illness in general.

No South African study has yet explored the proportion and motivation of TB affected
people seeking care in the private sector. Although the private sector is well regulated and
highly sophisticated in South Africa, TB may not be a disease with which private practitioners
are immediately familiar and this too needs to be explored. Many studies have identified
proximity to providers as a key constraint to women seeking care — does this constraint hold in

urban Cape Town where a TB clinic is within 5km from home or do other factors prevent

59



women (and men) from seeking care?

6) LINKING HEALTH SEEKING BEHAVIOUR TO EQUITY AND EQUALITY

6.1) HEALTH EQUITY VERSUS EQUALITY

The difference between health inequity and equality is the subject of some debate. Asada
and Hedemann define inequity as inequality caused by an unfair social system. Alternately, the
WHO defines inequity as an inequality that is “susceptible to human intervention” (Asada and
Hedemann, 2002). The International Society for Equity in Health combine these two concepts
somewhat, defining health equity as; “the absence of potentially remediable, systematic
differences in one or more aspects of health across socially, economically, demographically, or

geographically defined population groups or subgroups ” (Macinko and Starfield, 2002).

Sen argues that health equity is interwoven with a broader notion of social justice.

According to this hypothesis, the following aspects of health equity should be considered:

e One needs to distinguish between health achievement and the capacity to achieve health, a
capacity which may or may not be exercised.

e Health equity concerns not only health and health service delivery but also the ways in
which resource allocation and social arrangements tie health into other contexts.

e ‘Levels’ of health equity (or inequity) are dependent on both super-structural allocation in
society, e.g. what resources are allocated to health rather than education etc; and sub-
structural allocation of resources e.g. what resources are allocated to primary care as

opposed to tertiary care. ?” (Sen, 2002)

The WHO-UNICEF Alma-Ata Conference is frequently credited as the founding point of
the ‘health for all’ movement. This conference shifted the global health focus onto primary
health care, believing that this would improve access to healthcare and positively impact health
equity. Despite this effort, the disparity between rich and pbor (both within and between
countries) is growing such that “...in no known country study produced to date does the poorest
20% of the population receive as much as 25% of the financial benefit of government
expenditure.” (pg 720 Wagstaff, 2001).

6.2) SOCIO-ECONOMIC STATUS AND EQUALITY

Wagstaff describes a dichotomous relationship between health and poverty. Poorer
communities are sicker and sicker communities are poorer, as poverty exacerbates illness and
illness perpetuates poverty. He identifies four key findings from the empirical literature on

socioeconomic inequalities in health:
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1. Inequalities generally disadvantage the poor who die earlier and have higher morbidity.

2. Inequalities tend to be more pronounced for objective rather than subjective indicators
of ill-health.

3. The extent of health inequality varies greatly across countries and this variation changes
with the measurement indicators used.

4. Socio-economic inequalities in health appear to be growing in both the developing and

industrialised worlds.

Figure 2.1 illustrates Wagstaff’s concept of the routes through which unequal health

outcomes are determined.

Figure 2.1: Conceptual framework linking policies to health sector outcomes

Determinants of Health-Sector Outcomes
e ¥ \

Source: (Wagstaff, 2002)

Wagstaff differentiates between proximate determinants of ill-health such as smoking,

alcohol consumption and poor diet, and underlying determinants of ill-health such as household

resources, community factors, and health system determinants (Wagstaff, 2002). He uses the
examples of higher health service utilisation by the poor in OECD countries and the higher
incidence of smoking among wealthy black South Africans to illustrate how proximate
determinants of ill-health do not always disadvantage the poor. He argues that the contribution
of underlying determinants should be analysed using tools such as decomposition analysis i.e.
regressing inequalities in the various determinants of health onto a measure of inequalities in

health outcomes.
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“The contribution to inequality in health by a particular proximate determinant
depends partly on its distribution across socio-economic groups and partly on its
impact on health” (pg 99 Wagstaff, 2002)

Gakidou and King developed and applied a measure of total health inequality that
encompasses all inequalities among people in a society, including variation between and within
groups (Gakidou and King, 2002). They conclude that reporting total health inequality
alongside average levels of population health is particularly revealing, informing health policy,
and enabling cross-country comparisons of inequity and the analyses of the determinants of
inequity. The World Health Organisation has subsequently adopted this method (WagstafT,
2001). It should be noted that inequality in this context generally refers to the inequality of

health outcomes.

6.3) FUTURE RESEARCH REQUIREMENTS

While we can measure the inequality of health outcomes between groups and countries, we
do not yet fully appreciate the determinants of that variation. Wagstaff (2002) makes three
points regarding the current status of research on health inequality:

1. While the extent of health inequalities is known, publicly financed health care still fails
to reach the poor in almost all developing countries.

2. While current knowledge suggests that health inequalities reflect inequalities in other
individual and household level variables, we know little about the relative importance
of these inequalities in determining health outcomes.

3. We need more information on the impact of programmes and policies on health sector

inequalities. -

In the final section of this chapter we consider how these research questions might be
partially addressed by focussing on a disease such as tuberculosis, which predominantly affects
the poor and for which a well developed public sector treatment programme has been in place

for some time.

6.4) THE INCORPORATION OF HEALTH NEEDS

The unequal individual and household variables mentioned above may play into unequal
health outcomes by creating unequal health needs. Grossman attempts to incorporate health
needs into his Human Capital Model by conceptualising a stock of health that depreciates over
the duration of the human life. Grossman’s model assumes that needs depreciate constantly
over the course of a life span (Grossman, 2000). Maternal health is one example where this is

not the case and Akin argues that the depreciation of health capital (or the increase in health
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needs) is more likely to be U-shaped (Akin et al., 1985a; Akin et al., l985b). Muurinen, in an
expansion of the Grossman model, allows depreciation to vary with age and other individual

factors including behaviour such as smoking (Muurinen, 1982).

Mwabu uses illness as a proxy for need in a model that explores the interrelationship
between illness and service choice (Mwabu, 1986). Akin et al. use a similar strategy in their
attempt to control for the bias caused by treating illness as exogenous to the service selection
process (Akin et al., 1998). The illness-proxy method warrants further investigation but neither

this technique, nor the Grossman Human Capital Model, have been fully tested.

7) CONCEPTUAL AND ANALYTICAL FRAMEWORK

The conceptual framework adopted in this study draws from the literature previously
discussed, particularly Wagstaff’s framework for understanding health inequalities (Wagstaff,
2002). The full conceptual framework is laid out in detail in Figure 2.3 showing all points of
interaction, while the discussion below details the discrete elements individually and identifies

how this conceptual framework constitutes an extension of conventional demand analysis.

7.1) HEALTH SERVICE SUPPLY

The broader context of health service supply is treated as exogenous, affected by market
structure, regulation, provider knowledge, ownership, perceptions of patient preferences and the
behaviour of drug and instrument distributors (Conteh and Hanson, 2003). These variables are
treated as fixed in the conceptual framework and this element of the framework does not

constitute a significant extension of a conventional demand model.

7.2) THE HOUSEHOLD, INDIVIDUAL AND COMMUNITY

Wagstaff (2002) explores the effect of household and community factors on health outcomes.
However, he does not explicitly consider the effect of these factors on individual health seeking
behaviour. The conceptual framework presented in Figure 2.3 details how the household and
community may not only affect the individual’s health status but also their health seeking
behaviour. While the individual is the primary unit of analysis we explicitly account for the fact
that all individual action takes place within a facilitating or debilitating social context. While
individual socio-demographic characteristics and household economic status are typically
modelled in demand studies, the departure here is to include community level variables such as

inter-household relations, cultural norms and social capital.

These household, individual and community level variables closely resemble Wagstaff’s

proximal and underlying determinants of ill health. In the context of this study however, they
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are considered both determinants of ‘need’ and determinants of appropriate and/or feasible
health secking behaviour as suggested by the review of the literature presented in this chapter.
The qualitative data analysis in Chapters 4-6 identify further variables from ‘reality’ that should

be integrated into the demand model as it is depicted in the conceptual framework.

7.3) HEALTH NEED AND HEALTH OUTCOME

This tier of the framework begs the question ‘what is need?” As explained in the previous
chapter, health need encompasses both a clinical/biomedical concept of need and a subjective,
self-assessed need based on perceptions of ill health. Subjective, self-assessed need or outcome
is, by definition, always identified by the individual in question. However, a clinical need or
outcome may not be identified or acknowledged by the sufferer. Health needs, both clinical and
self-assessed, can be affected by the household and community environment where financial
resources, cultural norms, human capital and physical infrastructure such as sanitation can pose
health risks or benefits (Wagstaff, 2001 and ; Wagstaff, 2002). Typically, where health status is
included in demand models it uses the response to a single question measured on a Likert scale.
This analysis proposes the use of a normalised multi-attribute measure of self assessed need that

is comparable between research settings and has been validated for use in this context.

7.4) HEALTH SEEKING BEHAVIOUR

In cases of self-assessed need or observed clinical need, the individual has a number of
options, they may (Mwabu et al., 1993):
e Try to treat the problem with home remedies,
e Seck care from private or public care providers,
e Turn to a traditional or spiritual healer for assistance,
e Choose to do nothing at all, or

e Do more than one of the above, in parallel or in sequence.

This behaviour may be facilitated or constrained by the household and community context
of the individual. As outlined above, this is perhaps the most innovative element of this
framework, that the social context of both individual health and health seeking behaviour is
considered explicitly and treated as endogenous to the model. In addition, the demand model is
specified iteratively to allow the exploration of the number of visits and the range of different

providers consulted.

1.5) HEALTH OUTCOME

Assessment of health outcome suffers from the same duality as the assessment of health
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