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Abstract

Household ability to pay (ATP) for health care services has become a critical policy issue
in developing countries because of changes to health system financing and delivery that
are likely to impose higher illness cost burdens on poor households. The research
presented in this thesis was driven by widespread concern about ATP among different
policy actors, and by the fact that conceptual and empirical understanding of the issue
remains poorly developed. The thesis uses a conceptual framework for assessing ATP
that is, at its core, concerned with the implications that illness costs and related coping
strategies have for household livelihoods. The main research objectives were to measure
the household costs of illness, examine the types of asset (e.g. financial, social) that are
mobilised to cover illness costs, and to evaluate the impact of these illness cost burdens
and coping strategies on household livelihoods in the medium term. In so doing, the
thesis aimed to identify factors which make households robust or vulnerable to illness

costs which development agencies might support.

Research was conducted in two low-income communities in Colombo, Sn1 Lanka. A
survey of 423 households was carried out to obtain a profile of illness, treatment actions
and illness costs in the two communities, and to identify case study households. The
main part of the research was to follow 16 case study households for eight months,
which enabled in-depth investigation of treatment seeking behaviour, expenditure
patterns, asset strategies and their impact on household livelihoods.

The main findings of the research were that free public provision of health services
protected poor households from high treatment " costs. In particular, public tertiary
hospitals protected households against potentially catastrophic treatment Ccosts
associated with inpatient care. This enabled households to access treatment without
adopting risky coping strategies. However, aspects of the health system failed to protect
households from illness costs, and in a context of low and insecure incomes, illness
costs did not have to be high to exceed daily budgets and undermine ability to meet
basic food needs. Consequently, households often required additional resources to meet
illness costs, and people’s financial and social resources were shown to be important
factors influencing ability to manage illness costs. However, the research also found
that income-poor households had weak social resource endowments which forced them
into riskier borrowing or asset strategies. Policy actions to support household assets are

examined.
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Chapter 1: Objectives and framework of analysis

1.1 Introduction

The research presented in this thesis aims to investigate a relatively unexplored but
critical policy issue in developing countries, household ability to pay (ATP) for health
services, or the affordability of health care services. Throughout this thesis the concept of
ability to pay for health care, defined below, also refers to whether a household can

afford to pay for such care. Whether a household is able to pay, or whether it can afford

to pay, are therefore the same question conceptually.

This chapter provides an overview of the concepts, frameworks, objectives and
methodology used in the research. Section 1.2 defines the conceptual approach to abulity
to pay (ATP) used in the thesis, and section 1.3 summarises the policy context for the
study that drove the research, which is derived from a wider literature review in Chapter
2. The research questions and objectives are set out in section 1.4, and section 1.5
presents the conceptual framework for the study, which is also derived from the

literature review in Chapter 2. Section 1.6 briefly summarises how the approach to ATP
and the research objectives influenced the research methodology adopted. Section 1.8
then describes the thesis structure, in terms of the analysis as it is presented across

chapters, and how each chapter links back to the objectives, and the variables or

relationships set out in the conceptual framework.

1.2 Approaches to ability to pay

Conceptual and empirical understanding of ATP remains poorly developed. This is

because research on the subject has largely been based on conventional economic
analysis, that has approached the question from a demand perspective. This demand-
based approach assumes people are able to pay, or can ‘afford’, whatever they are
willing to pay. This section draws on the relevant literature to illustrate demand-based

approaches to ATP, and to demonstrate they leave important questions unanswered

about the implications of health expenditures for household budgets, spending patterns
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or borrowing and asset strategies that might be adopted to mobilise resources to pay for

care. An alternative approach to ATP which can address these questions is then defined.

1.2.1 Demand-based approaches to ATP and gaps in knowledge

Economists have used the concept of demand to examine ATP, since demand is defined
as both willingness and ability to pay. Consumers are assumed to be able to pay whatever
they are willing to pay, because they 'know best how to allocate their resources. By
assuming that willingness to pay (WTP) is synonymous with ATP, economic analysis can

cite people’s utilisation of and payment for health services as evidence of ATP.

Expenditure and utilisation studies

During the 1980s, the widespread introduction of user fees for health services in
developing countries stimulated numerous demand-based studies on ATP. These
investigated (a) household expenditure on health services (and the elasticity of demand
for health care), or (b) the impact of fees on service utilisation. People’s sensitivity to
prices, or changes in utilisation following the introduction of fees, were then cited as
evidence of ability to pay, or inability to pay, for health services. These two types of study

are briefly reviewed below to illustrate the demand-based ::!.pproach1 2,

In the 1980s household expenditure surveys were used to develop econometric demand
models to predict the elasticity of demand for health care, and the poor’s sensitivity to
price changes. Different studies were used to argue opposite positions with respect to
people’s ability to pay fees at government services: that price or income have little
influence on the poor’s demand for health services, indicating the poor are willing (and
therefore able) to pay for health services (Akin et al. 1986: Heller 1982); or that the poor
are sensitive to prices (and therefore unable to pay higher prices), because they would
reduce utilisation proportionately more than the rich in response to higher prices (Gertler

et al. 1987; Gertler and van der Gaag 1990).

! The evidence from these studies, which overall raised concern among policy-makers about the impact of
fees on poor households® budgets and service utilisation, is reviewed more fully in Chapter 2. This
chapter reviews these demand-based studies mainly to highlight the approach to ATP.

2 A third category of study was contingent valuation surveys, used to measure hypothetical willingness to
pay (WTP) for specified services.
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Evidence from descriptive expenditure studies, which showed a large proportion of the
population were spending money on health care, were also used to justify the introduction
of user fees at government health facilities (World Bank 1987).

Other demand-based studies have evaluated the impact of user fee increases on facility
utilisation, comparing utilisation patterns before and after the introduction of fees. The
majority of these ‘field experiments’ report declines in utilisation following the
introduction of fees across national health systems (Bennett 1989; Booth et al. 1995;
Hongoro and Chandiwana 1993; Moses et al. 1992; Mwabu et al. 1995; Thomason et al.
1994; Waddington and Enyimayew 1989, 1990; Yoder 1989). These data show that
sections of the population were unwilling to pay more for the health care services

provided, but have also been cited as evidence of inability to pay for health care.

However, a drop in utilisation recorded at a facility does not allow firm conclusions to be
made about ATP, because people’s responses to price changes are likely to be influenced
by other factors, in particular the quality of care obtained at that new price, or the
availability of other providers. A drop in utilisation recorded at a health facility following
a price rise may reflect an unwillingness to pay for that service at a higher price, rather
than an inability to pay. One possibility is that people may shift to other providers, for
example evidence from Ghana and Swaziland suggests people shifted to mission
providers after fees were increased at government providers (Yoder 1989; Asenso-Okyere
et al. 1998). Another factor explaining a drop in utilisation is that people may have money
available, but are unwilling to pay higher prices because they perceive the service to be
poor quality and poor value for money — a ‘can pay, won’t pay’ situation. This problem
ﬁas been widespread in Sub-Saharan Africa following fee increases because service
quality has been slow to improve. For example in Zambia, Uganda and Ghana poor
people reported that the journey to the clinic, the long waiting times, the rude staff and the
unpredictable drug supplies were not worth the extra price. In particular they resented
‘paying twice’: once for the registration fee at the government facility; and then again
when they are told there are no drugs available and they have to go to the nearby private
pharmacy. Their decision to stop using services was on the grounds of poor value for

money, rather than inability to pay per se (Asenso-Okyere et al. 1998, Booth et al. 1995;
Lucas and Nuwagaba 1999),
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Some studies have reported utilisation increases following the introduction of fees, even
amongst the poor, 1n situations where fee revenue was used to improve drug availability
and perceived quality (Jancloes et al. 1982; Knippenberg et al. 1990; Litvack and
Bodart 1993). In Cameroon, the study by Litvack and Bodart (1993) has been particularly

influential, because it disaggregated utilisation impact by socio-economic group, and
found that improved drug availability led the poor to increase utilisation
disproportionately compared to other groups. This counter-intuitive finding is explained
by the relative affordability of health care at local government health centres compared to
the more distant providers which were previously being used. These data have been used
to argue that the poor are willing to pay for health care, and that this reflects the group’s
ability to pay. However, although increased utilisation reflects a willingness to pay,
these studies do not consider the financial implications of health care spending for the

household, with respect to three questions listed at the start of section 1.2.

A second type of demand-based approach uses expenditure : income ratios to examine
ATP. It partly addresses the problem above by providing a measure of the burden of
health care spending on household budgets. This reflects concern about the opportunity
cost of health expenditure: if a household spends more than X% of its budget on health,
the ratio approach implicitly warms that the household’s command over other
commodities will be reduced. A 5% health expenditure : income ratio 1s a common
benchmark of affordability because most health expenditure surveys in developing
countries show that a ‘typical’ household spends between 2-5% of income on health care
(Barton and Bagendra 1995; Huber 1993; Sheperd and Benjamin 1988). Similar

‘affordable’ ratios are commonly cited in the water sector (McPhail 1993).

Nevertheless, the ratio approach does not disclose the implications of health care spending
for the household. A well-off household may spend 20% of its income on health care but
may only have to forego ‘unnecessary’ commodities. In contrast an income-poor
household may spend less than 5% of its income on health care but have to make
damaging cutbacks to basic needs such as food consumption and education, or may be

forced to borrow or sell assets. This is the core issue for ATP as understood in this study.

Gaps in knowledge
Demand-based approaches have left four main conceptual and empirical gaps in

knowledge concerning ATP that are addressed in this thesis:
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1. The implications of health expenditure for household budgets and other spending

priorities: Although decision-makers in a household may be willing to pay to treat a
sick member, the decision to seek care is a complex one and in cases of serious illness
treatment might be sought despite cash shortages within the household. People may be
willing to pay, despite a lack of cash, because illness may be causing emotional stress,
disability or loss of income. To pay for treatment, the household may have to make

damaging cutbacks to other basic needs such as food consumption and education. In other

words health expenditure has opportunity costs with respect to basic needs.

2. The strategies households adopt to mobilise resources to pay for care: The household
may be willing to pay for treatment but not have the cash available. In this situation
decision-makers may have options to mobilise resources, for example to borrow, use

savings or sell assets to obtain the money.

3. The impact that these health expenditures and coping strategies have on household

livelihoods, in terms of expenditure patterns, debt levels and assets: A willingness to pay
for health care may have harmful implications for household assets, income or
expenditure patterns. High levels of health care expenditure and related coping

strategies may start a process of asset depletion and impoverishment (Corbett 1989;

Gilson 1988).

4. Production or wage losses due to illness: In addition to health expenditure, 1llness can
also impose income or production losses (indirect costs) if an economically active
individual falls ill. Even if the sick individual is not a breadwinner, income can be lost 1f
other wage earners have to care for that person. Illness-related income losses have
serious implications for ATP, because they may trigger similar spending cuts and
borrowing or asset strategies, and have serious implications for household livelihoods.
Moreover, ATP problems will be exacerbated if, at the time of illness when additional
treatment costs must be met, the household has no cash income or a reduced income

(Corbett 1989, Pryer 1989, 1993),

The conclusion arising from this critique of demand-based approaches 1s that ATP 1s

more complex than WTP, requiring an in-depth understanding of household income,

spending patterns, coping strategies and their implications for livelihoods. These
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questions are only partially covered by demand or WTP approaches, and an alternative

approach based on basic needs and livelihood approaches is set out below.

1.2.2 Ability to pay: opportunity costs, basic needs and livelihoods

The four questions or issues above form the basis of an alternative approach to ATP that
is, at its core, concerned with the implications of health expenditure or lost wages due to
1llness forﬁ household livelihoods. This approach draws from the work of Fabrnicant
(1992), Hancock (1993) and McPake et al. (1992), but is the product of the author’s
synthesis of this work and conceptual thinking (Russell 1996). The first premise of this
conceptual approach is that health care is a basic need for which people may feel they

have no choice but to pay if they are to prevent suffering, risk of death or disability,

emotional stress or production and wage losses.

Consequently the second premise of the approach adopted here is that people’s WTP for
health care is not synonymous with ATP, because household members may be forced to
make sacrifices in other areas (for example basic needs such as food, education or

housing) to release cash for treatment. If the household does not have cash available, 1t
may be forced to borrow, beg, use stores or sell productive assets, strategies with
potentially harmful implications for future income, consumption and investment

patterns, and vulnerability to future shocks.

Figure 1.1 illustrates this alternative approach to ATP, particularly the first of the four
issues listed at the end of the last section conceming the implications of health
expenditure for other spending pr"z'orz'ties (or the opportunity costs of health spending
with respect to basic needs). It is based on assumptions and simplifies complex and
dynamic processes of decision-making, but reveals some of the research questions.
generated by the approach. The following are assumptions:

o for the moment the diverse and complex decisions open to households are simplified
down to two consumption or expenditure dimensions, health care commodities and
non-health commodities;

o certain levels of health care, and a certain quantity of non-health care commodities,

are considered basic needs;

o HI represents a household’s basic or minimum health care needs; Y1 represents the

houschold’s other basic or minimum commodity needs such as food, shelter or
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education. Basic health and other commodity needs could be externally defined by
society or professionals, or be defined by the household or community in question.
The difficulties of establishing basic needs, particularly health ‘need’ are put to one
side.

Point E 1n Figure 1.1 represents a minimum need consumption bundle for a household.
The diagonal line SS represents a simple consumption possibility (budget constraint) line,
which 1s exactly enough to allow the household to purchase the minimum consumption
set E. The position of this budget constraint is determined by available income, and the

slope of the curve by the relative prices of Y and H.

The diagram is divided into four quadrants or spaces (A-D), and a household faces a

different ATP situation in each space.

Space A: a household in this space is unable to pay for or consume the minimum level of
health care it needs, and the minimum level of other goods and services. Any household

~ in this space faces an ATP or affordability problem

Space B: conversely, a household located in space B is able to pay for or consume a level
of health care above minimum needs, and in addition a level of other goods and services

that is above minimum needs. Any household in this space is able to pay or can afford

health care.
Spaces C and D: As a result of the income constraint, households within the shaded parts

of spaces C and D, but not on the budget line SS, cannot reach the minimum consumption
set E. A household is able to consume a sufficient quantity of one of the two commodities
(H or Y), but an insufficient quantity of the other. For example a household with a more
restricted income or budget than SS, with a consumption possibility line S1S1, might be
located at point a: here it consumes enough non health commodities (i.e. it is above Y1)
but cannot afford the health care it needs (it is below H1). It could only purchase the
health care it needs (H1) by moving along its own consumption possibility line to point
al, cutting expenditure on other goods and services to a sub-minimum level. The situation
of the household at al, or any point further to the right in the shaded part of Space D, is

one where the household may be willing to pay for health care, but would be unable to

pay if opportunity costs are taken into account.
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Figure 1.1: Ability to pay for health care: an abstract illustration
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A household 1n the unshaded parts of Spaces C and D raises more complex questions
about ATP, because it has enough income to shift to Space B but has not done so. For
example a household with a less restricted income or budget than SS, located on the
consumption possibility line S2S2, might be located at point b: here it consumes enough
non health commodities but does not consume the health care it needs. However, it could
move along its budget line to point bl in Space B, to reduce spending on non-health
commodities but not below minimum needs, and increase spending on health care to
adequate levels (above H1). Why does it remain at point b and not move to point bl
where 1t allocates resources to consume appropriate levels of health care? A complex
range of factors influencing household resource allocation and treatment decisions are
likely to operate. These include:

o Perceived needs and priorities vary among individuals, households and communities:
for example household decision-makers may feel it necessary to sacrifice health care
to pay for a perceived social necessity of high priority such as a marriage, a funeral
ceremony or dowry payments.

o Intra-household resource allocation decisions: the household must be disaggregated
to understand why non-essentials are given higher priority than health care. A male
household head may prioritise personal consumption of cigarettes and alcohol over
health expenditure on children or a 5p6use, resulting in a consumption position similar
to point b in Figure 1.1. The household as a whole can ‘afford’ health care, but
individuals within it who do not have a voice in resource allocation cannot.

e Perceived severity of illness and quality of care: the illness may be perceived to be so
severe that payment for treatment is not considered worthwhile because 1t will not
prevent death; or if the quality of care is perceived to be poor and ineffective, non-

essentials may also be purchased at the expense of health care.

If the household moved along its budget line to b2 in the unshaded area of Space D, 1t1s
in a situation of spending more on health care services than ‘needed’, forcing sacrifices In
its consumption of non-health care commodities. This might arise for similar reasons to
those outlined above. Decision-makers may perceive that expensive treatment 1S needed,
or an economically active household member may try and save time by seeking quicker

but more expensive (usually private) treatment, forcing cuts to spending on other

commodities that may impinge on other members’ well being (Coreil 1993).
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So far this abstract analysis has looked at expenditure, and shows that the opportunity

cost of health care spending, in terms of a household’s ability to consume other basic
needs, 1s central to ATP. But a second core question for ATP analysis asks ‘where does
the money come from’, or ‘which resources pay for care’. For example if a household
does not have enough money to pay for health care unless it cuts consumption of basic
needs such as food, an alternative strategy would be to borrow money to pay for health
care so as to sustain consumption levels above basic needs. In Figure 1.1 the household
located at point a could borrow money to pay for health care and move beyond its
normal budget line (S1S1) to point a2, rather than move along its buﬁget line (S1S1) to

al which involves cutting consumption of basic needs.

Another ‘core feature of ATP analysis, concerning the impact that health expenditures
and related coping strategies have on household livelihoods, cannot be represented by
these ATP graphs. Instead, a conceptual framework that uses a livelihood fr.amework is
used to guide research questions and analysis about the relationship between illness and

livelihood change (see section 1.5).

Overall, the ATP approach outlined in this section asks questions about household
spending patterns, coping strategies in response to illness, and their implications for
livelihoods. Interpretations or judgements about ATP will therefore be based on analysis

of these livelihood implications (see Box 1.1).

Box 1.1: Assessing ability to pay from a basic needs and livelihood perspective

The following are the implications of health expenditures operating at the household level that can

be used to interpret or judge ATP:

e The financial costs of treatment (all health expenditure on treatment, including transport) do
not deter utilisation or force the user to go to providers that they consider ineffective.

o Health expenditures do not force prolonged (over a month) sacrifices to other basic needs,
either consumption needs (food, fuel) or investment needs (education, enterprises, shelter).

o Health expenditures do not cause households to deplete savings or other stores that contributes
to greater vulnerability to future shocks.

e Health expenditures do not cause households to deplete productive assets that threaten Income
or livelihood sustainability.

These processes and implications are therefore central to the ATP analysis in this thesis. In
addition, wage losses due to illness are also central to the ATP analysis because they may trigger
the same processes and economic implications.
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1.3 Policy background: why is ATP a concern for health policy?

The research presented in this thesis was driven by the conceptual and empirical gaps in
knowledge on ATP discussed in section 1.2.1. It was also driven by the fact that ATP is
highly relevant to health policy debates in developing countries. The need for more
knowledge about ATP has arisen because of changes to health system financing and
delivery in developing countries, which have made ATP an important concern for policy-
makers, NGOs and other actors in the health and development field. The following are the

main processes that have given rise to concern about ATP for health care.

Firstly, specific health financing reforms during the 1980s and 1990s, notably the
widespread introduction of cost recovery policies across sub-Saharan Africa which took
two main forms: national user systems implemented at tertiary, secondary and primary
levels throughout the country; and; community financing or revolving drug fund
initiatives at primary and peripheral levels of the health system, which were usually
locally organised but often supported and coordinated at national level (Bennett and

Ngalande-Banda 1993; Gilson 1997; Nolan and Turbat 1993).

Secondly, structural adjustment and more general processes of privatisation in the health
sector, notably an expansion of private sector providers in developing countries and
increasing utilisation of these services. These processes stemmed from macro-economic
liberalisation and relaxation of government regulations that had previously restricted
private practice (Bennett and Ngalande-Banda 1995; Ngalande-Banda and Walt 1995).
Private sector expansion was also caused by the deterioration of public health services
following economic recession and resource shortages in many developing countries

during the 1980s.

Evaluations of these policy changes from the 1980s onwards generated concern about
the poor’s access to health services, and the burden that fees or other health care costs
were imposing on household budgets (see section 2.2 for references). By the mid-1990s
the weight of evidence, reviewed in several studies, showed that user fees were
deterring poor people from seeking treatment. Other demand studies measured health
spending as a proportion of income for different socio-economic groups, and the
overwhelming conclusion of these studies was that the poor pay more, certainly as a

proportion of their lower incomes, but in some cases in absolute terms.
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There is now a recognition among donors and health policy analysts that user_fees in
developing country contexts are likely to deter access and impose damaging cost burdens
on poor households. Policy debates, at least at the level of international agencies or
donors, have shifted towards a search for ways of risk-sharing and limiting health care
cost burdens for the poor. But despite this shift in policy dialogue, ATP remains a key
concern in developing countries for several reasons:
e user fee policies have become well established and continue to operate n many
developing countries, and exemption systems continue to be ineffective
e alternative financing mechanisms that pool resources and reduce treatment costs for
the poor may still be unaffordable
e government resource shortages in many developing countries mean that public
health services continue to face drug and staff shortages, giving poor people little

choice but to use private providers or go without treatment.

In Sri Lanka the government has not introduced a user fee policy within the context of
structural adjustment, and continues to provide health care services free at the point of
delivery. But health care costs and ATP are likely to have become a more widespread

problem since the late 1970s because of public sector resource constraints and the rapid

growth of the private sector.

This summary of policy contexts that justified research on ATP anticipates a fuller
review of policy context in Chapter 2 (section 2.2).

1.4 Research questions and objectives

In light of the above gaps in knowledge and concerns about ATP, the research presented
in this thesis has two broad aims: to develop conceptual understanding of ATP for

health care in one context, urban Sri Lanka; and develop frameworks and methods to

evaluate ATP in other contexts.

This study shifts the conceptual approach to ATP from a demand perspective to one

based on basic needs and livelihood assets. In so doing it shifts the focus of analysis

from the facility to the household and asks five core questions:
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e what financial (direct) and time (indirect) costs are incurred by households as a result
of illness?;
e what strategies do households adopt to manage or cope with these costs of illness?;

e what health financing and delivery configurations protect the poor from high illness
costs, and therefore prevent asset depletion or indebtedness caused by illness?;

e what material assets and social assets (see Box 1.2) increase household resilience
when faced with payment difficulties?:

e what consequences do illness costs and coping strategies have for household assets,

income and expenditure patterns in the medium term (1 year)?
In order to address these concerns the research presented in this thesis had the objectives

set out in Box 1.3.

Box 1.2: Social assets: a brief definition

This brief account of ‘social capital’ anticipates a fuller review of literature in Chapter 2 |
(section 2.3.2).

The approach to ATP used in this thesis (section 1.2) focuses attention on the resources
that households draw on to pay for treatment, and the resource consequences of these
actions. Asset frameworks, reviewed in Chapter 2, show that both tangible and
intangible assets are important for household livelihoods. These intangible assets
include social relationships and networks that provide opportunities and entitlements,
conceptualised as ‘social capital’.

Like many development terms, social capital is difficult to define and its significance
disputed (Fine 1999, Woolcock 1998). However, the concept of intangible resources and
social capital is not new to social scientists, particularly anthropologists, and from debates
in the literature the following definition of social capital is used in this thesis:

“Social capital is defined as the norms and social relations embedded in the
social structures of society that enable people to coordinate action and achieve
desired goals” (Narayan 1999: 6).

This definition draws from several other pieces of work on social capital, for example
Putnam (1995) defines social capital as:

“.features of social organisation such as networks, norms and trust, that
facilitate coordination and cooperation for mutual benefit” (Putnam 1995: 66).

In this thesis a household’s social ‘capital’ endowment is usually referred to as its social
assets, but the terms are interchangeable, Social assets are relevant to ATP research
because people can use their social relationships and networks to make claims and obtain
resources. In other words social assets are likely to be an important informal insurance
mechanism against shocks such as jllness.
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Because it inheres in relationships between different actors, social capital can be
analyzed at different interface levels. The research presented in this thesis focuses on
social assets at the micro-level relevant to household ATP: firstly, inter-household
relations and social networks that can be drawn upon to access resources at times of
illness; and secondly, neighbourhood groups and community-based organisations |
(CBOs) that provide financial services that can be drawn upon to access resources at
times of 1llness.

Box 1.2 Research objectives

1. To measure the household costs of illness and the financial burden these costs
impose on household budgets.

2. To explore the types of coping strategy adopted by households when faced with |
illness costs.

3. To evaluate the impact of illness cost burdens and coping strategies on household |
assets, income and expenditure patterns in the medium term. |

4. To identify factors which make households robust or vulnerable to illness cos'ts, |
focusing on the role of (a) the health system (b) material resources, and (c) social

IESOUrccs.

5. To develop conceptual understanding of and methods to assess the affordability of
health care services.

_ el

| 6. To inform Sri Lankan and international policy debates on health_ ﬁn@cing |
mechanisms, focusing on the factors which make households robust against 1llness
cost burdens which government, NGOs and donors might support or enable.

1.5 Conceptual framework

The conceptual framework used in the research is set out in Figure 1.2. It was developed

using the following areas of literature reviewed in Chapter 2:

o livelihood and asset frameworks: this material was used to locate the approach to
ATP for health care within a livelihoods framework, and provided a typology of
material and non-material assets which households use to pay for health care
(section 2.3.1)

o social assets or social capital: this material was used to explore the particular
relevance of social assets to the study, and to establish the main levels and features

of social assets to be investigated (section 2.3.2);
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® more specific models in the health sector literature that focus on the resources
households use to pay for treatment and ‘produce’ health (section 2.3.3);
o empirical evidence relevant to ATP as understood in this study, that looks at how

households have coped with illness and its costs (section 2.4)

The research 1s therefore eclectic in its choice of the frameworks and evidence used to
guide fieldwork and analysis, drawing from a variety of disciplines. This 1s because
households, and the resources they draw on to meet the costs of illness, are complex and
not best understood through a single disciplinary lens (Berman et al. 1994; Wallman and
Baker 1996). Indeed this has been the problem of the economic studies reviewed in
section 1.2.1, that approached ATP from only a demand perspective and equated it with
willingness to pay. This study therefore draws on different disciplines to show the range
of assets that households use to manage illness costs, and to show that ATP 1s not just a
question of payment, but concerns the implications of these payments for other areas of

the household economy.

Figure 1.2 sets out the main levels of analysis of research (individual and household,
community and health system levels), and the main variables and relationships that were

researched.

Individuals and households

To measure the household costs of illness, the research must first consider the different
individuals within the household, their perceived illnesses, their responses to 1llness, and
the household resources allocated to their treatment. In other words the household 1s not
assumed to be a monolithic unit with aggregated preferences (or a joint utility function),
undifferentiated by gender or age. The research was open to variations within the

household, with respect to decisions about treatment, or how resources are used within
the household. For example, the research considered whether wage earners in the
household were given higher treatment priority than non-wage earners. It also examines
how male spending in the household influences the level of cash that women have

available to meet food and treatment costs for the family.

Despite sensitivity to intra-household variations, the main unit of analysis was the
household. For the purposes of this research a household is defined in terms of

residential proximity and domestic function (based on Lomnitz 1977):
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A group of individuals who share the same residence or room, contribute money
to household expenses or their labour to domestic tasks, or share the

consumption of meals (‘eat from the same pot’).

Those working abroad or temporarily absent (for more than 6 months) are not
considered household members, although any cash remittances are included in
calculations of household income.

The household was the main unit of analysis for several reasons:

o the costs of illness fall on a household budget, and no matter the degree to which 1t
is unequally allocated, and over time a household is likely to face the financial
burden of numerous sick members (Berman et al. 1994);

o the costs of illness do not only fall on the sick, but on other household members who
care for the sick or accompany them to get treatment (Sauerborn et al. 1995);

o decisions about treatment or how to cope with illness costs are usually household
decisions arising from discussion and negotiation amongst a ‘therapy management

group’ (Berman et al. 1994).

Thus treatment seeking behaviour, the costs of treatment and strategies to cope with
them are best understood within a household framework, but one that still allows for

analysis of difference within it (Berman et al. 1994; Sauerborn €t al. 1996a).

In Figure 1.2 the large box in the centre of the diagram contains the variables and
processes to be researched at the household level. To investigate the costs of illness, and
how households manage these costs, the research must first investigate the illnesses that
are experienced by household members. The research tools‘that are used in the study
will record the illnesses that households report, or their ‘perceived illness’. A reported
illness will be defined as chronic if the illness they report is clinically defined as chronic
(e.g. diabetes), if the reported illness has persisted for over 1 month, or if it is explicitly

reported as a ‘chronic’ condition by the respondent.
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Moving clockwise around the box, once an illness is reported the treatment strategy

adopted, which may be based on decisions made by other household members, will be

investigated. This strategy may be not to seek treatment, thus preventing any illness

costs, or may involve complex interactions with the health system, shown on the left
hand side of the diagram. The health system is therefore shown as a resource outside the

household on which households can draw.

If action is taken in response to illness, the research will investigate the costs of these
actions. Figure 1.2 shows that these illness costs are broken down into financial costs
and wage or time costs. Financial costs are defined as all expenditure linked with
seeking care (including transport, prayer etc.), and wage costs as wages lost as a result

of days off paid work due to illness. These illness costs will therefore be measured n

terms of money spent or money lost’.

Continuing to move clockwise around the diagram, the next variable to be researched is
labelled ‘cost management’ strategies, which refers to the range of strategies that
households adopt to manage either financial or wage costs associated with illness.
Financial cost management strategies are likely to be used because the costs of seeking
treatment go beyond routine household Eudgets. This could trigger cuts to expenditure
in other areas, use of savings, asset sales or borrowing. To manage or minimise the
wage costs of illness, a household may ask somebody else in the family to do the work

or hire in extra labour.

Households may use various assets to manage the costs of illness, but the framework
draws attention to the role of social assets, shown on the right hand side of the diagram.
As with the health system, these are a set of resources outside the household that the
household may use to manage illness costs: it may obtain financial help through gifts or
credit to pay for treatment; or it may seek non-financial support at times of illness to

help with activities such as child care or cooking.

Having looked at treatment strategies, illness costs and cost management strategies, the
research will evaluate the implications of these processes for components of household

livelihood. These are summarised in the largest shaded box, and include the household’s

? Unpaid_activity da)fs lost c!ue to illness (e.g. household work, school days missed) are not included in
quantitative calculations of illness costs because they are not directly relevant to ATP.
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assets, expenditure patterns and debt levels. The different types of household asset that

are listed are derived from the literature review in Chapter 2, and include human,
physical, financial and social assets. The study therefore goes beyond analysis of illness
costs and coping strategies, to examine the medium term impact of illness costs on
household livelihoods and poverty: as a result of illness savings may be depleted,

expenditure on other essential goods may be foregoﬂe, or debt levels may be higher.

Community

A second level of research was the ‘community’, a term used here to refer to a specific
area in which fieldwork was conducted. In depth understanding of the contexts in which
people pursue their livelihoods and manage illness is important, because many of the
resources that people draw on to seek or pay for treatment will be ‘outside’ the
household (Berman et al. 1994; Wallman and Baker 1996). The framework therefore
requires understanding of the resource contexts in which households are located which
mediate household ATP for health care. The research presented in this thesis focused on
social assets in the community at two levels: inter-household relations and social
networks that can be drawn upon to access resources at times of illness; and the

neighbourhood groups or CBOs that provide savings and credit services.

Health System

The third level of research was the health system, viewed from the individual’s
perspective. People’s perceptions of quality of care at different types of provider, and
other factors influencing their treatment strategies were investigated, because their
preferences and use of certain types of provider are an important factor influencing
illness costs. Facility-based research was not conducted given the study’s focus on

household experiences.

1.6 Methodology

The approach to ATP and the conceptual framework outlined above had implications
for the research methodology adopted. These are briefly summarised below and

described in detail in Chapter 3.
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1.6.1 Exploratory research

From a basic needs and livelihood perspective the question of ability to pay remains
relatively unexplored, both conceptually and empirically. There is also limited empirical
evidence about the factors influencing ATP, particularly with respect to the nature and role
of social assets in influencing vulnerability. Consequently the research methodology
selected leaned towards an exploratory design, rather than an experimental or hypothetical-
deductive approach. Fixing hypotheses may have prevented the openness required for the

study and the identification of unexpected but important variables.

Although it was not possible to develop strict hypotheses without limiting the scope of the
research, the approach to ATP and the conceptual framework outlined above identified a
range of variables and possible relationships that guided the research, with respect to

focusing both the fieldwork and analysis of the data.

1.6.2 The importance of depth and context

The ATP approach used in this thesis, and the research objectives, require in-depth case
study research at the household level, and an extended case study approach. This is
because the questions they ask require in-depth empirical investigation of illness costs
and their implications for income and expenditure patterns, whether and how households
mobilise assets to cover the costs of illness, and the implications of these costs and

strategies for livelihoods over a given time period (in the case of this study about one

year).

Secondly, the conceptual framework and ATP approach require a methodology that can
generate in-depth understanding of household contexts, because of the range of assets
outside the household that people draw on to pay for health care. An understanding of
context is also important because of the basic needs approach to ATP: in order to
evaluate whether a household can meet its basic needs after paying for health care or losing

wages due to illness, understanding of household priorities and perceptions of basic needs

in that context 1s required.

The importance of understanding context meant the fieldwork, conducted in Colombo,

was restricted to only two sites to enable the principal investigator (PI) to make daily
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visits and develop relationships with a range of people in each area. The extended
nature of fieldwork in each area also meant the PI developed links with CBOs, became

involved in some of their activities, and also set up an English class in each area

following requests from local residents.

1.7 Outline of PhD structure

This section describes the thesis structure, in terms of the analysis as it is presented
across chapters, and how each chapter links back to the objectives, and the variables or
relationships set out in the conceptual framework (Figure 1.2).

Chapter 2 presents a review of literature that has three main purposes: (a) to review the
international and national (Sri Lankan) literature that provides the health policy contexts
to the study and justifies research on ATP (section 2.2); (b) to review the literature on
livelihood and asset frameworks that informs the study’s conceptual framework, and (c)
to review evidence on ATP as understood by this study, to identify gaps in knowledge

about ATP and also to inform the conceptual framework and methodology.

Chapter 3 presents and justifies the research methodology and methods used in the

study.

Chapter 4 is the first chapter to analyse the data collected, and describes the two urban
communities where the research took place, and the 16 case study households that are
the foci of analysis in Chapters 5-9. It uses the livelihood and asset frameworks
developed from Chapter 2 to set out the livelihood resource contexts that influence
household asset portfolios in the two areas. These include the physical assets, social
assets, financial assets and the health services available to people in each area. These
descriptive accounts highlight the contexts that influence household vulnerability to
financial contingencies such as illness, and provide the contextual matenal relevant to

analysis in Chapters 5-9.

Chapter 5 presents an overview of the main variables relevant to ATP that are set out in
the conceptual framework in Figure 1.2, using data primarily from the household
survey. It therefore addresses objectives 1 and 2, by measuring the household costs of
illness and the burden these impose on household budgets, and exploring the strategies

adopted by houscholds to cope with these costs Community-wide data from the
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household survey are presented at this stage of the thesis to provide a broad profile of
lliness patterns, treatment seeking behaviour, illness costs and cost management
strategies 1n the two study areas. The chapter focuses on the distribution of illness cost
burdens across households in each community. These distributions inform analysis of
case study household illness costs in Chapter 6, because they can be ‘nested’ within the

wider distribution to assess whether their illness costs are low or high relative to other

households in the community.

Chapter 6 traces the links between illness cost burdens and changes to components of
household livelihood over 8 months, using data from the 16 case study households.
Chapter 6 therefore addresses objective 3 by evaluating the impact of illness cost
burdens and coping strategies on household assets, income and expenditure patterns in
the medium term. Referring to the conceptual framework in Figure 1.2, Chapter 6
preempts a detailed analysis of treatment or cost management strategies (Chapters 7, 8
and 9), to consider the overall impact of illness cost burdens and cost management
strategies on case study household livelihoods. In other words it has followed the logic
of the framework round to its end point to look at how all the varables in the
framework have fed through to influence livelihoods. An assessment of the implications
of illness cost burdens and coping strategies for livelihoods was necessary at this stage
of the thesis, to establish which households’ livelihoods declined, remained stable, or
improved over the 8 month research period. This provides an important foundation for
subsequent analysis of the factors that mediated these livelihood impacts, with respect

to material assets (Chapter 7), the health system (Chapter 8), and social assets (Chapter
9).

Chapter 7 uses case study household data to analyze the material assets available to
households, and the way these material assets are used or managed to meet basic needs

and cover illness costs. The analysis is rooted in the conceptual approach to ATP used
in this thesis: it addresses the basic question of whether income levels are adequate to
meet the costs of minimum basic needs and the additional costs of health care; and how
financial management practices, in particular use of financial assets and spending
patterns, influence household ability to meet basic needs and health care costs. Chapter
7 addresses objectives 2, 4 and 5: it describes the types of material asset strategies
adopted by households when faced with illness costs: identifies factors which make

households robust or vulnerable to illness costs, focusing on material assets; and
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develops conceptual understanding of ATP, by applying the basic needs approach
outlined in Chapter 1.

Chapter 8 examines how the health services available to households, and the way people
interact with them, influence illness costs and cost burdens, and therefore mediate the

impact of illness on household livelihoods. In particular, it examines whether and how

public health services protect the poor against high. treatment costs, and how they
mediate processes of impoverishment. It therefore follows the logic of the framework
round from treatment strategy, through to illness costs and their implications for
livelihood, but analysis is focused on the role of the health system in these processes
(see Figure 1.2). Chapter 8 specifically addresses objective 4, by identifying health

service characteristics that make households robust or vulnerable to illness costs.

Chapter 9 examines the influence of social assets on ability to cope with financial
stresses such as illness, and thus focuses on the variables denoted as ‘cost management

strategies’ and ‘social assets’ as set out in the conceptual framework in Figure 1.2, The

chapter primarily addresses objectives 2, 4 and 5: it describes the types of coping

strategy adopted by households when faced with illness costs; identifies factors which
make households robust or vulnerable to illness costs, focusing on social assets; and

develops conceptual understanding of ATP by developing understanding of how social

assets mediate ATP.

Finally, Chapter 10 provides the conclusions to the thesis. It summarizes the findings,
and then draws them together to discuss (a) how the thesis has informed the
development of concepts and methods for analysis of ATP (objective J), and; (b) how

the thesis has contributed to understanding of the key factors that influence ATP that

development agencies can support or enable (objective 6).

1.8 Summary

This chapter has defined the approach to ATP used in the study, one which is essentially



33

sacrifices in other areas (for example basic needs such as food) to release cash for

treatment. If the household does not have cash available, it may be forced to borrow,
beg, use stores or sell productive assets, strategies with potentially harmful implications

for future income and vulnerability to shocks.

Research on ATP was justified on the grounds that conceptual and empirical
understanding of ATP requires development, because ATP has become relevant to
health policy debates in developing countries. The need for more knowledge about ATP
has arisen because of changes to health system financing and delivery in developing
countries, which mean people are expected to pay for health care from their own pockets.
These changes have made ATP an important concern for policy-makers, NGOs and other

actors in the health and development field.

The research objectives and the conceptual framework that guided the research were
outlined, the latter derived from concepts drawn from both the health policy and
livelihood literature that is reviewed in Chapter 2. This framework places emphasis on
household-level analysis of treatment seeking behaviour, the costs of illness and the
strategies adopted by households to manage these costs. The assets or resources that
households might use to treat illness and manage its costs are shown to be both inside
the household (especially its material assets, analysed in Chapter 7), and outside the

household (the health system and social assets, analysed in Chapters 8 and 9).



34

Chapter 2: Literature review on ability to pay for health care:
concepts and evidence

2.1 Introduction

The review of literature presented in this chapter has three main components and aims:

» to review the international and national (Sri Lankan) literature that provide the policy
context to the study and justify research on ATP (section 2.2);

= to review the literature on livelihood and asset frameworks that can inform the study’s
conceptual framework, outlined in Chapter 1. The aim is to provide an asset
framework which can inform research on the types of asset mobilised by households
to meet the costs of illness (objective 2), the impact of illness cost burdens on
components of household livelihood (objective 3), and the assets that make
households robust or vulnerable to illness costs (objective 4);

»  to review evidence on ATP as understood by this study, to identify gaps in knowledge

about ATP and also to inform the conceptual framework and methodology.

The literature review had to be eclectic in some areas, because of the inter-disciplinary
nature of the research and the diversity of subjects relevant to ATP that needed to be
reviewed, for example with respect to health financing policy, household asset and

livelihood frameworks, coping strategies and social capital.

2.2 Policy context and justification for study

This section reviews literature on the policy contexts that have driven or justify research
on ATP. It first reviews the international literature on health financing reform and
debates about ATP, and then considers the Sri Lankan policy context and why this
justifies an ATP study in that country.

2.2.1 International context: changes to health care financing in developing countries

Chapter l ar gued that conceptual and empirical understanding of ATP 1S limited, and

that the need for more knowledge about ATP has arisen because of changes to health
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which has made ATP an important concern for policy-makers, NGOs and other actors in

the health and development field.

The rise of concern about ATP
During the 1980s and 1990s concern about ATP in developing countries arose because
of specific health financing reforms, and more general processes of structural

adjustment and privatisation in the health sector.

Health financing reform. The main health policy reform to affect government health
services in developing countries during the 1980s_and 1990s was the widespread
introduction of ‘cost recovery’ measures. These took two broad forms: firstly, national
user fee systems implemented at tertiary, secondary and primary levels throughout the
country; and secondly, community financing or revolving drug fund initiatives at primary
and peripheral levels of the health system, which were usually locally organised but often
supported and coordinated at national level (Bennett and Ngalande-Banda 1995; Gilson
1997; Nolan and Turbat 1993). National user fee systems were usually implemented as an

integral part of structural adjustment programmes, and were often a condition of donor

support (Dahlgren 1991; Mwabu 1993). Donors and international policy analysts (mostly
economists) argued that user fees would generate much needed revenue 1o sustain health
services, and would also address inefficiencies and inequalities in the health system
(Griffin 1992; World Bank 1987; 1993). It was argued that fees would improve equity if
the revenue was targeted to improve services for poorer and under-served sections of
the population, and if an effective exemption system was implemented to protect those
‘unable to pay’. In other words fees had to be complemented by a range of supportive

policy contexts and measures (Gilson et al. 1995).

Structural adjustment and privatisation. A second set of processes causing households to
pay more for health care services were more general processes of privatisation in the
health sector, notably an expansion of private sector providers in developing countries
and increasing utilisation of these services. These processes stemmed from macro-
economic liberalisation and relaxation of government regulations that had previously
restricted private practice (Bennett and Ngalande-Banda 1995; Ngalande-Banda and Walt

1995), and the deterioration of public health services following economic recession and

resource shortages in many developing countries since the 1980s.
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Evaluations of the these policy changes from the 1980s onwards generated concern

about the poor’s access to health services, and the burden that fees or other health care

costs were imposing on household budgets.

Firstly, a large number of studies evaluated the impact of national user fee policies on
facility utilisation in several countries, comparing utilisation patterns before and after the
introduction of fees. These studies suggested that fees deter utilisation considerably, and
the magnitude of these utilisation declines — falls ranging from 30% to 90% 1n some
countries — justified concerns that fees were reducing access to services (Bennett 1989;
Booth et al. 1995; Hongoro and Chandiwana 1993; Moses et al. 1992; Mwabu et al. 1995;
Thomason et al. 1994; Waddington and Enyimayew 1989, 1990; Yoder 1989).

In contrast, other studies that evaluated locally organised user fee systems in Francophone

Africa reported utilisation increases following the introduction of fees, even amongst the

poor, in situations where fee revenue was used to improve drug availability and

perceived quality (Jancloes et al. 1982; Knippenberg et al. 1990; Litvack and Bodart
1993). In Cameroon, the study by Litvack and Bodart (1993) was particularly intluential,

because it disaggregated utilisation impact by socio-economic group, and found that

improved drug availability led the poor to increase utilisation disproportionately

compared to other groups.

However, studies that reported utilisation increases following the introduction of fees
were limited and confined to a few small scale projects. By the mid-1990s the weight of
evidence, reviewed in several studies, showed that user fees were deterring poor people
from seeking treatment (Creese 1991; Gilson et al. 1995; Gilson and Mills 1995; Kutzin
1994; Nolan and Turbat 1993; Russell 1996; Gilson 1997; Russell and Gilson 1997).
More in depth studies and qualitative evidence also showed that fees imposed access
barriers and large financial burdens on the poor (Booth et al. 1995; Korboe 1935;
Norton et al. 1995). A key factor underlying these negative impacts, and raising concern

about ATP, was the failure of governments to design or effectively implement targeted

exemption mechanisms for the poor (Gilson et al. 1995).

Secondly, other demand studies measured health spending as a proportion of income for

different socio-economic groups. The overwhelming conclusion of these studies was that

the poor pay more, certainly as a proportion of their lower incomes, but in some cases 1



37
absolute terms (Ensor and San 1996; Fabricant et al. 1999: Mishra et al. 1993;
Pannarunothai and Mills 1997). These studies added to the weight of evidence that
informed concerns about the poor’s ATP for health care.

Thirdly, another body of evidence showed that household budgets were being squeezed,
and that ATP difficulties were particularly urgent, in countries undergoing structural
adjustment programmes. In these countries households often faced combined fee burdens
from several essential service sectors such as health, education and water, while food
prices were rising and employment and real wages are falling (Cornia et al. 1987; DeJong

1995; Kanji and Jazdowska 1993; Kanji 1995; Messkoub 1992; Moser 1996; Pmstrup-
Anderson 1993).

Current recognition of the burden that fees and health care costs impose on the poor
Ironically, donor and budgetary pressure to introduce user fees in the 1980s and 1990s
was greatest in low income countries, mainly in sub-Saharan Africa, where large sections
of the population were likely to face difficulties in paying for health care, and where

government capacity to implement complementary policies to protect the poor was
weakest (Arhin 1995; Mills et al. 2001; Russell et al. 1999; World Bank 1993).

There is now a recognition among donors and health policy analysts that user fees in
developing country contexts are likely to deter access and impose damaging cost burdens

on poor households. This is because many governments lack the organisational capacity

to implement effective collection, accounting and management systems, and most
importantly lack the capacity to implement effective exemption mechamisms (Russell et
al. 1999; Mills et al. 2001). Consequently, since the end of the 1990s donors have adopted

a more cautious approach to user fees because they increase poor people’s vulnerability to

shocks such as illness and prevent them from building up their human assets through
education and better health (DFID 1999; World Bank 2000):

“Cost recovery — enthusiastically promoted and adopted around the developing
world — has rapidly fallen out of favour. This is only party due to disappointing
revenue yields. The main concern centres on equity consequences. Instead of
improving equily, as some exponents claimed, the price signal has tended to
exclude poor patients...” (DFID 1999: 16-17).

“...The Voices of the Poor st uafv shows how the cost of services can prevent poor
households from obtaining them. ..Redistribution, by providing services for free or

subsidizing their demand, can help poor people expand their assets. Free primary
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education for poor people is critical for expanding their human assets, especially
Jor girls. Similarly, subsidizing prevention of infectious diseases and helping poor
households finance the costs of catastrophic health episodes need to be key
elements in strengthening poor people’s health assets and reducing their

vulnerability to health shocks” (World Bank 2000: 83).

Among the donor community, there has been growing recognition that health is an
important livelthood asset and that illness contributes to poverty (DFID 1999; Haines et
al. 2000, WHO 1999a, 1999b; World Bank 2000). Health financing debates therefore
currently emphasise the importance of public financing to increase poor people’s access
to basic services and to protect or expand their assets (World Bank 2000). In addition,
policy debates about ways to increase resources for the health sector have moved away
from the option of user fees, towards insurance or risk-sharing mechanisms that pool

resources and reduce treatment costs for the poor (Arhin 1994, 1995; Creese and Bennett

1997; DFID 1999; WHO 1999¢; World Bank 2000).

Despite this shift in policy dialogue, ATP remains a key concern in developing countries
for several reasons. Firstly, user fee policies have become well established and continue to
operate in many developing countries, and exemption systems continue to be ineffective
(Mills et al. 2001). Secondly, alternative financing mechanisms that aim to share or limit
treatment cost burdens through pre-payments may still be unaffordable and require
exemptions for the poor (Creese and Bennett 1997). For example in Burundi 27% of
respondents to a household survey stated they did not participate in a pre-payment scheme
because they lacked cash to purchase a card (Arhin 1994). Thirdly, government resource
shortages in many developing countries mean that public health services continue to face
drug and staff shortages, giving poor people little choice but to use private providers or go
without treatment (McPake et al. 1999; SCF 2000).

2.2.2 National contexts: the Sri Lankan health care system and ATP
Sri Lanka has achieved outstanding human development indicators in the areas of health

and education, despite its relatively low per capita income (US$ 820 in 1999 (World Bank
2000)) (see Table 2.1).
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Table 2.1: Social indicators: Sri Lanka, India and other low and middle income

countries
Sr1 Lanka India Low | Middle |
o b e uc b osincome bt iincome. <
. S % : | countries | countries
_Per capita GNP in US§ (1999) | 820 450 410 2000
Average annual growth rate of per 2 49 25 ] 1.5
capita GNP (%) (1998-99) |
[nfant mortality rate 6 | 70 | 68 31
(per 1000 live births) (1998)
Under 5 mortality rate 18 83 | 107 | 38
(per 1000 live births) (1998) _ |
Life expectancy (1998)
male 71 62 59 67
female L 76 64 61 72
Primary school enrolment rate (1997)| 100 | 77| 76 | 97
Secondary school enrolment rate 76 60 51 71
(1997)
Adult illiteracy (1998) ' -
male 6 33 30 10
female 12 57 49 | 20

Source: World Bank (2060)

These achievements have been well documented (Caldwell 1986; Caldwell et al. 1989;

Dréze and Sen 1989; Halstead et al. 1985; Sanderatne 1995; Sen 1988; Wuyts 1992) and

these studies have directed attention to a variety of micro- and macro-levels factors that

have contributed to the country’s unusual success in achieving good health:

e the establishment of an elected assembly with universal franchise betore
[ndependence in 1931, which made government responsive to demands for better
education and health services:

e high levels of literacy before Independence and a strong civil society with a radical
tradition that exerted pressure on government to provide basic services;

e universal public provision of health, education and nutritional / consumption support
by successive Sr1 Lankan governments, which in addition have been characterised by:
(a) high levels of female schooling; (b) an extensive network of health services free at
the point of delivery that are geographically accessible, with a strong emphasis given
to preventive and maternal and child health (MCH) care services; (c) a wide range of

food and fuel subsidies:

e ahigh level of female autonomy;

e and a cultural context that makes people highly sensitive to illness and willing to take

action until a cure 1s found (Caldwel] et al. 1989).
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Despite universal public provision of health services free at the point of delivery, ATP for
health care remains an important issue for policy-makers in Sri Lanka for several reasons.

Firstly, a significant proportion of the population remain poor, as defined by national
poverty lines. Estimates of the percentage of Sri Lankans living in poverty in 1990-1 vary
from 22% (World Bank 1995) to 33% (Nanayakkara 1994), depending on the poverty line

used. Malnutrition rates also remain high, with 38% of children under 5 years old

estimated to be malnourished (World Bank 2000).

High levels of income-poverty are the fesult of slow average economic growth rates since
the 1950s, compared to other countries in the region. Some analysts argue that the
emphasis given to redistribution and high spending on social policies contributed to these
slow growth rates (Bhalla and Glewwe 1986), which in turn have caused a lack of
investment and have been insufficient to generate enough jobs — or better paid ones — to

reduce unemployment and income-poverty (World Bank 1995).

Secondly, in 1977 economic stagnation and high unemployment rates were tackled by a
new government which initiated an IMF and World Bank-sponsored stabilisation and
adjustment programme, which aimed to transform the controlled and inward-looking
economy to a more market- and export- orientated one. Measures introduced included
tariff reductions and liberalisation of exchange rates, abolition of price controls and food
subsidies, and cuts in public recurrent expenditure in areas such as health and education

(Alailima 1985; Lakshman 1986; UNICEF 1988).

Although details of the impact of liberalisation on poverty, welfare and equity in Sn
Lanka remain disputed (Moore 1990), four overall effects since 1977 that are relevant to
ATP for health care were:

o the net distributional effect of stabilisation and adjustment measures has been to
increase levels of income-inequality (Alailima 1985; Lakshman 1986; Moore 1990;
Nanayakkara 1994);

o relaxation of price controls, cuts to food and kerosene subsidies, and devaluation of
the Rupee caused high inflation in the decade after 1977. For example the cost of
living rose by 226% between 1977 and 1984 (UNICEF 1988). The continuous
devaluation of the Rupee since liberalisation has contributed to the rising cost of

living throughout the 1980s and 1990s with respect to food, fuel and imported
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medicines, which has been an ongoing problem for the income-poor in Sri Lanka
(Gunatilaka 1997; Nanayakkara 1994);

e a rapid expansion of private sector health care services since 1977, and private
practice by government health workers (Russell and Attanayake 1997).

e cuts to recurrent health expenditure, which have caused a deterioration in the quality
of health services with respect to staff morale, equipment, drug availability and

building maintenance (Alailima 1985; Russell and Attanayake 1997; UNICEF 19383);

Thirdly, although the government has not introduced a user fee policy within the context
of structural adjustment, and continues to provide health care services free at the point
of delivery, ATP for health care is likely to have become a more widespread problem
since the late 1970s because of the two changes to the health sector noted 1n the last two
points above. These two processes are likely to have increased the costs of treatment for
households and reduced equity of access to health care services (Russell and Attanayake

1997; Silva et al. 1997):

a. Since liberalisation in 1977, when government doctors were permitted to engage in
private practice, there has been a rapid growth in private clinics, private hospitals,
private pharmacies and laboratories. By the early 1990s the private sector accounted for
about 50% of outpatient load, and private health care expenditure made up about 40-
50% of total health care expenditure (PTF 1992). Private sector outpatient services are
viewed by government as a means of reducing the burden on the public sector, with the
public sector becoming principally a safety net for the poor (Sri Lanka National Health
Policy 1996). Some sections of the population have the resources to use private sector

providers for most outpatient care, but large sections may face payment difficulties.

b. Due to public sector resource constraints various weaknesses in certain areas of
service quality, such as long waiting times, drug and equipment shortages, staff
shortages in peripheral areas and poorly motivated or impolite staff have persisted Into
the 1990s (Silva et al 1997; Russell and Attanayake 1997). Research and experience
indicate this has had two effects: patients face rising financial costs, even if they use the
public sector, for example they have to purchase drugs and tests privately or bring

equipment such as syringes and needles into hospital (Russell and Attanayake 1997);

and these quality weaknesses deter people from using public OP services, and instead

they go to private providers.
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Public sector resource constraints have become more acute since 1996 because the
health budget and other areas of social spending have been cut in real terms due to the
escalating cost of the government’s war in the North and East with the separatist
Liberation Tigers of Tamil Eelam (LTTE). Military spending now accounts for about
25% of government spending, compared to a figure of 5% for health and 10% for
education, and the consequences of public resource cuts for health services are

increasingly visible (Attanayake 1999).

This section has justified concern for and research on ATP for health care. The next
section develops the study’s conceptual framework, which locates ATP for health care
within a livelihoods framework and was outlined in Chapter 1, by reviewing the

literature on livelihoods and the household resources or assets used to pay for care.

2.3 Locating ATP within a livelihood framework

A livelihoods framework was used for this study because the study’s approach to ATP
is concerned with the implications of illness costs for other areas of the household
economy (see the end of section 1.2.1), in particular (a) the implications of health
spending for other areas of household expenditure; (b) the source of the money used to
pay for care, and whether assets were mobilised, and; (c) the implications of health
spending and coping strategies for household livelihoods, in terms of assets and income
flows. This ATP approach therefore needs to consider household assets and their ability

to cope with or manage expenses that go beyond routine budgets.

The review of literature in this section has three strands:

o Section 2.3.1 sclectively reviews a wide development studies literature on
vulnerability, assets and livelithood, in order to establish a typology of material and
non-material assets which might be used to pay for health care, and which might be
depleted by illness costs. This provides an asset framework to inform research on
the types of coping strategy adopted by households (objective 2), the impact of
‘lIness cost burdens on household livelihoods (objective 3), and the assets that make

households robust or vulnerable to illness costs (objective 4);
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e Section 2.3.2 then explores debates on and the meaning of one particular type of
asset in more detail — social assets, or social ‘capital’ - and its relevance the study;
e Section 2.3.3 focuses on the few studies specific to the health sector that have

approached the question of paying for health care from an assets or household

livelihood perspective, to consider which resources households draw on to pay for
care and ‘produce’ health. This section ends with a 3-way breakdown of the types of
household asset used to pay for care which informs the analytic structure of the
thesis, distinguishing between: material assets (analysed in Chapter 7); management

assets (analysed in Chapter 7); social assets (analysed in Chapter 9)
2.3.1 Household assets, vulnerability and ATP

Assets, or the resources that people draw on to manage their livelihoods, influence
vulnerability to financial shocks. Faced with a financial contingency that goes beyond the
household’s routine budget, the asset strategies available to it are critical determinants of
its ability to manage these costs. Thus ATP is determined not only by levels of income
and income-poverty, but by assets and vulnerability. According to Chambers (1989),
vulnerability has two broad dimensions: risk of exposure to contingencies and stresses;
and difficulty in coping with these stresses or a lack of means to cope without damaging
loss. In this thesis the term vulnerable refers to both these dimensions:

e risk of exposure to financial stress caused by financial (direct) illness costs: some
households may be more vulnerable to illness and the costs of treatment, for example
those with a lot of small children or those that have members with chronic illness;

e risk of exposure to financial stress caused by wage losses related to illness (indirect
costs): insecure work and income (in an urban context usually casual daily labour)
makes households vulnerable to income loss when an economically active member 1s
incapacitated by 1llness;

e difficulty in coping with financial stress due to a weak asset portfolio, which means

people cannot mobilise assets or have to resort to higher risk strategies, for example

borrowing at high interest.

The term robust refers to the opposite situation: lower risk of exposure to financial stress
from illness costs due to a lack of illness or due to permanent employment and secure

income. Also important is the capacity to cope with financial stress due to an extensive or
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diverse asset portfolio which can be drawn upon to cope with a sudden contingency such

as illness'.

People’s vulnerability or robustness, linked to their assets and available coping strategies,
is central to ATP. In fact ability to cope is perhaps a more appropriate term than ATP,
because contingencies such as illness costs are likely to go beyond the routine budgets of

the poor and necessitate resource mobilisation (Morduch 1999; Rutherford 1999).

The framework used 1n this thesis to empirically assess household assets and livelihoods,
and the asset strategies adopted in response to illness costs, stems from the broad
development studies literature on poverty and vulnerability. The starting point is Amartya
Sen’s seminal work on entitlements (Sen 1981), which examines how households gain
command over commodities. The ‘entitlement set’ of a household, or the bundle of
commodities it can command, is determined by:

e the labour and land assets it owns (or ‘endowments’);

e the direct food entitlements these produce (through own production of crops or

livestock);
e and the money these endowments and direct entitlements can be exchanged for, which

can then be used to purchase other commodities (exchange entitlements).

In addition, another important component of a person’s or household’s entitlement set are

the services and goods it can access through government provision, for example food

subsidies, health care or education®.

While the above entitlements focus on existing legal rights, Sen also introduced the
concept of extended entitlements, which are not necessarily legal rights to command
commodities but are well established conventions and social relations that enable people

to make claims (Dréze and Sen 1989). For example the household head might
traditionally consume more food than other household members, or inter-household

resource transfers in times of financial crisis may be a normal part of kinship relations:

[ —
! The term robust could be used interchangeably with the term resilient. However, robust is used in this
thesis to avoid confusion with the term resilient as used by Davies (1993), who used it more specifically
to refer to a household’s ability to bounce back or reinvest in assets follov:zing a shock and asset depletion.
2 cutbacks in government provision and the introduction of user charges therefore create a potential threat
to people’s entitlement set.
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“Despite their legally weaker form, such socially sanctioned rights may be
extremely important in determining the amount of food or health care or other
commodities that different members of a family get...” (1989: 11).

The concept of an entitlement set, based on a variety of assets and commodity and income
sources, 1s a useful tool for assessing ATP for health care. The concept of extended
entitlements 1s especially useful because it introduces a distinction between material or
tangible assets and intangible ones, notably institutions that are neither part of the state
nor market economy that provide opportunities and entitlements through social relations

and networks. These intangible assets have also been conceptualised as ‘social capital’,
which was defined in Chapter 1 (Moser 1996; 1998; Putnam et al. 1993).

Subsequent work developed Sen’s entitlement theory by investigating differential
vulnerability to famine between individuals and households, and variations In
vulnerability over time as assets are depleted and restocked, focusing on the types of asset
available to people and when and how they are mobilised (Corbett 1989, Davies 1993;
Devereux 1993; Swift 1989). These analyses inform asset frameworks for assessing ATP,
for example Swift’s disaggregation of assets into investments, stores and claims 1mproves
understanding of the potential asset strategies available to households when medical costs
arise (Table 2.2). Swift’s category of ‘claims’ incorporates social assets as important

assets influencing ability to cope and robustness to shocks.

A slightly modified ‘asset framework’ has been developed by Moser (1996; 1998) for an
urban context (Table 2.2), based on four urban studies of household and community
responses to poverty. Labour was found to be the urban poor’s most important asset,

closely linked to public investment in social and economic infrastructure which boosts the
human capital of the poor and improves scope for using their labour. Moser’s work also
highlighted the importance of housing as an asset in the urban context, for example as a
place to do small business or rent out. Moser’s asset framework also stresses the
importance of social assets in providing support for people at times of difficulty, either
within the household (e.g. through absorbing additional family members to share
consumption), or through reciprocal exchange between households (e.g. child care, loans,

sharing of food or cooking).

In recent years different livelihood studies or frameworks have been synthesised to

produce a ‘sustainable livelihoods framework’, which distinguishes between five types of
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household asset, including social assets (Scoones 1998; Carney 1998). This framework 1s
briefly described in the last column of Table 2.2, and provides the asset typology or
framework used in this study.

The concept of social assets, or social ‘capital’, rose to prominence in development

debates during the 1990s (Fine 1999; Harriss and de Renzio 1997), and has been adopted
enthusiastically by development agenéies such as the World Bank to explain
developmental processes (see for example World Bank 2000). A recent livelihoods
framework developed by Bebbington (1999), for example, considers social capital to be
the most important asset for poor households because it is an asset through which people
“engage with other actors in the spheres of market, state, and civil society in order to gain
access to resources...” (1999: 2023). Social capital is therefore different to other assets

because it gives access to other assets.

The next section examines the concept of social capital in more detail, and its relevance

to a livelihoods framework for assessing ATP for health care.
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2.3.2 Social assets

The previous sub-section described how social assets have increasingly been recognised
as important livelihood assets. And the review of empirical evidence on ATP in section
2.3 below also shows that social assets play a critical role in mediating ability to cope
with illness costs. But like so many development terms, the term social asset — or social
capital as it is now referred to — is notoriously difficult to define and its significance
disputed (Bebbington 1999; Fine 1999, Woolcock 1998). A key problem is the vague
and all encompassing nature of the concept. It refers to trust, networks, social
relationships, family structure, shared understandings, institutions, customs or culture;
and it has been applied to a myriad of subjects and scales. For example in economics it
has been used to explain transaction costs and market imperfections, income levels and
differential growth rates (Narayan and Pritchett 1999); in the public health literature to
explain differential health outcomes (Wilkinson 1996); and in a variety of other social
science or policy fields to explain family breakdown, school performance, violence, all
the way up to questions of governance and policy success or the strength of democracy

(Evans 1996; Fox 1996; Lochner et al. 1999; Portes 1998; Putnam et al. 1993; Putnam
1995; Tendler 1997).

The scope and ambiguity of the term social capital make it difficult to define, and for
some analysts make it a weak concept “which merely serves as a convenient peg on
which to hang collections of dull and mechanistic empiricism” (Fine 1999: 6). However,
the concept of intangible resources and social capital is not new (Bourdieu 1986; Coleman
1988), and has been researched and theorised for many years by social scientists,
particularly anthropologists, for example addressing questions such as the moral economy
(Scott 1976), social networks and relations of reciprocity (Lomnitz 1977), or questions of
identity, reputation and status as resources (Wallman 1984; 1996). From this work and
more recent debates in the literature some useful definitions of social assets or capital

have emerged, which offer a starting point for a brief review of the concept’s relevance

to ATP. Narayan (1999) offers a useful definition of social capital:

“Social capital is defined as the norms and social relations embedded in the

social structures of society that enable people to coordinate action and achieve
desired goals” (Narayan 1999: 6).
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Social capital differs from other forms of capital because it is exists in relationships, not
people’s bank accounts (financial capital) or inside their heads (human capital). Because
it inheres in relationships between different social actors, it can be analysed at different
interface levels. And at any given level or interface between actors, the vanables or
features of social capital to be researched require specification. Drawing on recent
literature, the levels and features of social capital presented in this thesis are briefly

outlined below.

Levels of social capital

The scope and ambiguity of the term social capital necessitates a precise definition of
the level of relationship(s) to be researched, and the actors in that relationship (World
Bank 2000). For example research could focus on micro-level relationships between
family members or members of a wider kinship group, between patient and doctor, or

between households (Moser 1996); or it could broaden its focus to look at the social
environment and Institutions that mediate relationships between government actors, or
between civil society and the state (Evans 1996; North 1990). The social research
questions asked at any one of these levels are likely to vary, depending on the research

and researcher, even though they might all be labeled as an aspect of ‘social capital’.

The research presented in this thesis focuses on social assets or capital at the micro-level

relevant to household ATP for health care:

o inter-household relations and social networks that can be drawn upon to access
resources at times of illness, particularly financial resources that pay for treatment or

cover wage losses due to iliness;

o neighbourhood groups and community-based organisations (CBOs) that provide

financial services that can also be drawn upon to access resources at times of illness.

Data were also collected at the level of government — community relationships, but are

not directly relevant to the thesis and not presented 1n any detail in subsequent

chapters’.

* During fieldwork the role of government in the formation of CBOs for savings and credit and
community development gcuwtie:s was also researched. These government-community partnerships,
which increased community participation in urban projects and led to social capital formation, are not
directly relcvant to the thesis and are described in detail elsewhere (Russell and Vidler 2000).
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To inform understanding of the opportunities or material resources that social networks
can provide for people, it is also necessary to clarify the types of actor involved in the

network or group — their ‘positions’, who they are or what they do. Three broad types of
social capital have been identified (Woolcock 2000; Narayan 1999; World Bank 2000):

e bonding social capital: the strong ties connecting people from the same immediate
group: family members, neighbours, close friends, and business associates sharing
similar socio-demographic characteristics;

o Jbridging social capital: weaker ties with people from the same socio-economic
status but different ethnic, occupational or geographical groups;

o linking social capital: vertical ties between people from different socio-economic
groups and positions of power, such as the links between poor people and actors in
positions of influence in formal organisations such as political parties, banks,
schools, hospitals, housing authorities, or the police. Bebbington (1999) refers to
this particular type of social relationship as an important asset for gaining access to

or defending other assets.

According to Narayan (1999), the last two types are more conducive to development
than the first, since they provide a means of accessing resources or influence outside the
close-knit (bonding) group, which may be poor or marginal. These ties may be weaker
but they may have the capacity to provide more resources and opportunities. A society
which has strong bonding social capital among people from similar groups, but weak
bridging social capital, 1s potentially weak and divisive: it may include some and
exclude others; prevent social mobility; lead to improvements for one group at the

expense of others; and reinforce pre-existing social stratification:

“...social groups and networks only work by including some and excluding
others...Social capital can explain much social exclusion, because the same ties
that bind also exclude...Hence those who belong to the social networks which

already have access to the resource allocation decisions of the state or the
private sector are much more likely to continue to be included in societal

processes than those who do not have such access...social capital can lead to
maintaining the status quo of exclusion” (Narayan 1999: 5).

These questions of power relations and structures of inequality that generate exclusion

or inclusion are important for ATP analysis, because some groups may have access to
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contacts that ofter cheap sources of credit (for example credit societies or community-

leaders), and others may be excluded from such groups (see Chapter 9).

Features of social capital

As well as defining the level of relationship, the ambiguity of the term social capital
necessitates a precise definition of the features in the relationship that are to be

researched. From the literature, key features or variables include:

The nature of trust, and the degree of trust and reciprocity in the relationship or group.
In the literature two important features of social capital are trust and reciprocity (Moser
1998; Putnam et al. 1993). Trust is an essential component of social capital, since it
accompanies most exchange or transactions and ‘lubricates’ cooperation (Putnam et al.
1993). Without trust reciprocal exchange is unlikely, and the level of trust 1s likely to
influence the degree or type of reciprocity. Two broad types identified in the literature
(Sahlins 1972, cited in Putnam et al. 1993) are, firstly, balanced reciprocity, an
exchange of items of equivalent value, within a set time period, with sanctions applied if
the favour or loan is not repaid, and secondly, generalised reciprocity, a continuing
relationship of exchange which at any given time may be unbalanced or unrequited. It
has a mutual expectation that a benefit granted now will be repaid at some point in the

future — people feel it 1s their duty to repay — but when it will be repaid is not clear.

The purpose of the relationship, group or organisation. Analysts have stressed the need
to incorporate questions of politics and power relations into social capital research if it
is to have any relevance to development policy and practice (Beall 1997; Fine 1999;
Harriss and de Renzio 1997; Putzel 1997). This is because social capital may operate for
positive or negative outcomes, depending on the groups, networks and social contexts 1n
question. If the general definition of social capital is the norms and social relations that
enable people to coordinate action and achieve desired goals (for example Narayan
1999), it does not necessarily mean these networks will work for the well-being of all
groups. It may have ‘dark side’: powerful networks may sustain authoritarian rule,
poverty and corruption and inhibit the development and goals of other groups with
democratic or egalitarian aims. There is therefore a need to distinguish between the
existence of networks, and their political content, aims and actions (Ostrom 1997,

Putzel 1997). And to consider who reaps the benefits of these relationships?
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The level of resources or support that can be obtained from people in the network or
group. This 1s important to ATP, since the level of resources that can be obtained from
social networks, or savings and credit societies, will affect a person’s ability to cope
with illness costs. The question of the types and levels of help that can be obtained is
related to the question of which actors are part of the network: bonding social capital
among neighbours or friends may provide only limited material help if the group i1s

poor; but /inking social capital may provide more resource potential.

These are the key features or variables that inform the research on social assets in

Chapter 9.

2.3.3 Assets and illness: which resources pay for care?

This section reviews the few studies specific to the health sector that have conceptually
approached the question of paying for health care from an assets perspective, to
consider which resources households draw on to pay for care and ‘produce’ health. A

starting point is the broad conceptual framework proposed by Berman et al. (1994)
known as the “Household Production of Health” (HHPH), defined as:

“4 dynamic behavioural process through which households combine their
knowledge, resources and behavioural norms and patterns with available
technologies, services, information, and skills to restore, maintain and promote
the health of their members™ (1994: 206).
The HHPH approach informs this study’s analysis of the resources that households use
to pay for care, because it advocates an inter-disciplinary approach that takes account of
a broad range of resources that people draw on to ‘produce health’, as listed in the quote
above:. The resources on which people draw can be located within or outside the
household. Thus a key message of the HHPH approach is that less emphasis should be
placed on formal health services as the primary determinants of health: “They [health

services] should be seen as one of many resources which households employ to

maintain and promote health” (1994: 206).

A household model which more specifically addresses the question of the resources

people use to pay for treatment has been developed by Wallman and Baker (1996). The

main premise of this approach is that a person’s or household’s resource system depends
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on social relationships, status, skills and beliefs as much as it depends on matenal assets.
The model seeks to integrate these intangible assets, usually the speciality of social
anthropologists, with the material ones that usually occupy economists’ attention, thus

combining insights from different disciplines as advocated by the HHPH approach.

The household resource model estimates a person’s capacity to find, obtain and pay for

treatment, distinguishing between 3 types of resource:

Material resources: this is the most tangible and quantifiable part of the model, and

includes money, or other material assets that have a market value and can be converted

relatively quickly into cash through exchange, such as jewellery, a radio or bicycle.

Investment potential: this part of the model refers to skills and capacity, and of particular
relevance to the research presented in this thesis, asks ‘how well do people use what they
have?’. Ability to access and pay for treatment is determined not only by the matenal
resources such as income, but how well these resources are managed. This use of
resources is dependent on a variety organising resources (Wallman 1984), factors such as
priorities (invest or consume now?), skills (managing finances), information (where to get
the cheapest treatment) and time. Linked to the question of resource management is who
controls spending in the household: ability to pay for a child’s treatment, for example,

may be influenced by the degree of autonomy over spending that a woman has.

Social resources: social resources are also a core part of the model, and refer to the
benefits of relationships with family, friends and other contacts, which are not necessanly
tangible but can play a significant role in meeting health care needs. For example

someone who makes regular visits to a relative or friend:

“... 'gets’ affection and a sense of belonging, and a relationship well-sustained is
readily converted into the currencies of help and support — whether practical,

financial or emotional — which are made necessary by an illness or treatment
crisis” (1996: 675)

The model developed by Wallman and Baker (1996) directly informs the research

presented in this thesis. The analysis of household assets that are used to pay for treatment
or to cope with illness costs when they exceed routine budgets adopts their tripartite

approach. Chapter 7 analyses the role of (a) material assets and (b) organising or
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management assets, with the latter focused on how well households use thetr income and
the way that male spending influences cash availability for treatment. Chapter 9 analyses
the role of the third part of the model, social assets.

2.4 How the poor cope: evidence on ability to pay

This section reviews empirical evidence relevant to ATP as understood in this study,

looking at how households have coped with illness and its costs, and the more limited

data on the implications of these costs and coping strategies for household livelihoods.

This evidence was used to inform the ATP approach founded on basic needs and

livelihood perspectives outlined in Chapter 1, and also identifies gaps in knowledge.

Three main questions are asked in the review:

e how can we analyse or classify strategies adopted to cope with illness costs — both
direct and indirect?

e what are the types and sequence of strategy adopted by households to cope with the
costs of illness?

e what have been the implications of these strategies for household assets, income and

spending patterns; how have illness costs and coping affected basic needs?

2.4.1 Analysing coping strategies

Drawing on the work of Davies (1993), in this study coping is generally defined as a
planned response or series of responses to a non-routine stress to avert a negative effect

on the actor. And 1n the context of coping with illness the following definition has been
developed:

A planned response or set of responses by the household when illness occurs,
which might involve: treatment strategies; strategies to manage financial illness

costs when they go beyond routine budgets; or strategies to manage potential or

actual wage losses due to illness.

Davies (1993) distinguishes between coping strategies, which are short-term and

adopted within a prevailing livelihood situation or value system, and adaptive strategies
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which refer to longer term and permanent shifts in behaviour in response to long term
difficulties. This distinction is relevant to the way people cope with illness costs,
because strategies will differ depending on the nature and seriousness of illness:

o acute illness, particularly more serious episodes or accidents, may impose sudden
costs on the household which require sudden resource mobilisation;
e chronic illness, especially serious long term illness which incapacitates workers,

will have long term livelihood implications requiring adaptive strategies, for

example HIV/AIDS has long term cost, resource and response implications (Barnett
and Blaikie 1992).

This study’s conceptual framework for analysing strategies to cope with illness costs was
informed by the categornies of coping developed by Sauerborn et al. (1996a) and to a
lesser extent Devereux (1993). The former distinguishes between strategies that:

e prevent financial or time/production costs from arising (cost prevention strategies),

e minimise or manage these costs if they do arise (cost management strategies).

For example to prevent production costs the sick person may continue to work despite the
illness; and to minimise production costs another household member may take over the
work usually performed by the sick person (labour substitution). To prevent financial
costs a houschold member may allow an illness to go untreated, or to manage financial

costs the household may borrow. Figure 1.2 in Chapter 1 shows how these different

categories of strategy fit into the analytic framework.
2.3.2 Evidence on types and level of strategy

Table 2.3 sets out the main types of strategy to cope with illness costs identified in the
literature, distinguishing between cost prevention and cost management strategies for
financial and time costs. Evidence from household surveys has generated useful
quantitative data on the extent of payment difficulties within study populations and the
proportion of people adopting a particular treatment or cost management strategy, but
cannot examine the details of these strategies or their implications. In contrast qualitative
studies generate ncher information about ability to pay, since they examine strategies 1n
more depth, people’s priornties and the reasons why these strategies are adopted, and in
some cases the implications of these strategies for households. These two types of data are

therefore complementary.
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Table 2.3: Typology of strategies adopted to cope with financial or time costs of
illness

| ~__ Financial costs G o Time costs -
A Financial cost prevention B Time cost prevention

1. Do not seek care or stop treatment 1. Do not seek care or stop treatment
e
z 2. Seek care but attempt to avoid payment (illegally or
- through exemption)

' C Financial cost management or minimisation D Time cost minimisation
. Diversify treatment behaviour: shift demand to 1. Intra-housechold labour substitution

cheaper providers
2. Hire in labour

2. Reduce treatment

cut frequency or levels of treatment for some 3. Claims on free community labour
members - arrangements

e only treat priority cases

3. Delay treatment

4. Pay for treatment but manage costs:

¢ Cut spending on/ forego consumption of food and
other essential commodities

e Use assets: social assets (such as claims on social
networks); human capital (mobilisc extra workers):
financial assets (use savings); physical or material

assets (scll food stores).

— e ——

o

Cost management or minimisation

p— S — L - - _— - —

Financial or time cost prevention strategies (or treatment strategies)

To prevent either financial costs or time / production costs, the most common and often
only strategy available to people is not to seek treatment or to stop an existing treatment
regime (Sauerborn et al. 1996a; 1996b). Household surveys offer data on the proportion
of people deterred from seeking treatment due to cost factors, and often used this

nformation as an indicator ot ATP.

[n a review of the Bamako Initiative in five African countries, survey data found that a
large proportion of respondents were prevented from using services due to a lack of cash,

for example 70% of the sample in Kenya, 66% in Uganda and 96% in Nigeria (McPake et
al. 1992).

Other studies also show that cost prevention strategies result from lack of cash. For
example in Vietnam 5% of those reporting an illness were deterred from using care
because treatment was said to be too expensive, with the figure rising to 10% among the
poorest group but only 1% among the rich (Ensor and San 1996). In Sierra Leone 34% of

iliness cases were deterred from seeking treatment due to lack of money (Fabricant 1992).
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Evidence also shows that inability to seek care due to financial and time costs has a strong
seasonal dimension in rural Afnica, due to the lower cash availability and higher

opportunity costs of seeking care at the time of the pre-harvest rainy season (Fabricant
1992; Litvack and Bodart 1993; Sauerborn et al. 1996b):

“...about one third of the utilisation drop was attributable to poor physical access
while the remainder was attributable to reduced availability of cash...In addition
to the financial costs of seeking care, the high opportunity costs of time are likely

to make health services economically less accessible in the rainy season”
(Sauerborn et al. 1996b: 287).

In several countries that have introduced user charges, qualitative research provides more
detailed evidence of people not seeking treatment due to cost factors, thus distinguishing
between ‘can’t pay’ and ‘won’t pay’ responses to charges. Focus group discussions held
in Ghana reported non-attendance because of lack of cash, and noted the vulnerability of
young mothers who do not work or do not have access to cash within the household
(Waddington and Enyimayew 1989). In Zambia, qualitative research and PRA techniques
in five communities found many people could not seek care at government facilities

following the introduction of fees due to lack of cash and failure of the exemption system

(Booth et al 1995):

“The three socio-economic categories that emerged from the wealth ranking
exercise in Litoya were seen as having clearly differentiated characteristics in
terms of ability to pay the fees demanded by the rural health centre. The ‘rich’
would be able to meet the charges without any difficulty; the intermediate group
would manage to pay the charges, though with some difficulty; but the poor and
destitute would not be able to raise the money and would surely stay away...after
exhausting all the available traditional home remedies, ‘they only wait to die’”

(Booth et al. 1995: 69-70).

In Papua New Guinea all members of a focus group discussion stated they either knew

someone or had themselves been in the position of being sick and not attending the

facility due to inability to pay (Thomason et al. 1994). In rural areas where people do not

receive regular cash incomes the transport costs alone were seen as prohibitive:

“The people i{z the town are OK but for us in the bush we do not have money 10
pay for a vehicle to come to town ...For women too they do not have money (0
come to town and stay and die at home., We are very sad about this. It is hard for

us village people....If they put up the fees we couldn’t cope. We would stop in the
village and die” (Thomason et al. 1992: 37).
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[n countries where government charges the user, an alternative strategy to prevent
financial costs 1s to obtain free treatment, either through payment avoidance or exemption
claims. However, people that lack cash to pay for care often continue to face ATP
difficulties, because in many developing countries exemptions are difficult to obtain or
not available. Exemption policy failures stem from poor policy design, inconsistent policy
implementation across facilities, and overzealous fee collection or staff reluctance to grant
exemptions (Ensor and San 1996; Gilson et al. 1995; Gilson et al. 1999; Russell and
Gilson 1997, Nolan and Turbat 1993; Smithson et al. 1997). These implementation
problems are the result of weak government capacity, both at the level of the Ministry of
Health (weak administrative systems), and the wider policy environment (for example a
livelihood context which means there is no information on people’s income) (Mills et al.

2001; Russell et al. 1999).

Financial cost management strategies

Household surveys have generated data on responses to cash shortages at times of illness
and treatment. In the Sierra Leone study cash was not available to pay for care in 56% of
households, and a third of this 56% obtained cash by adopting the strategies listed in
Table 2.4. The most frequent strategy adopted to manage financial costs was to borrow

from friends and relatives, tollowed by the sale of food crops and receipt of gifts.

Table 2.4 Costs management strategies in Sierra [eone

Households without available cash: re ponses by sub-sample n:545)

Make claims on kin or other households (borrow) | 44 4

Borrow cash ) from mones money lender or bank s ey - [ 7 e
_Sell food crops - *‘ —_— 50 08 _:__,

Foggo mvestments n other essential areas _ S i 1_3b. ]

Sell cash crops - s g 14
“Use. sell or pledge stores and assets: —_— g

sell belongings 10
sell livestock 0.7
pledge land 0.7
use savings - LTS )

Glﬂs chantx_‘beglng - : R 1 7 T
LDglamymg}t — AT 39 |
- Othe[ : : ——— =, [ . ) | 03 B

L ~100.0 e

it was unclear whether the food sold was normally consumed by the houschold. or whether it was surplus

for trading

® business capital

Source: Fabricant (1992)
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[n the Bamako Initiative studies (McPake et al. 1992), household surveys asked all
respondents about the resources used to pay for care (Table 2.4). In Kenya, Nigeria,
Burundi and Guinea nearly all respondents resorted to non-routine cash sources,
suggesting widespread payment difficulties. The dominant cost management strategy was
to borrow from kin or other households. However, the question was worded: ‘How do you
solve the cash problem in the case of urgent need for health services?’, which may have

encouraged respondents to consider only those situations where cash was not available.

Separate studies in Tanzania (Abel-Smith and Rawal 1992) and Kenya (Mwabu et al.

1995) tound that about 60% of respondents faced payment difficulties and resorted to cost
management: borrowing was again the most frequently cited response (last 2 columns of

Table 2.5).

Table 2.5: Resources used to pay for treatment — household survey data
' Source of mone Kenya I | Uganda | Nigeria | Burundi | Guinea | Tanzania | Kenya2

Routine wages B E - |- - 0 |4l

Cut cogsumgtionjof other essentials | - 2 _ - - - -
' Borrow from other houscholds 45 49 36 33 55 T 137

Borrow from moneylender ; l l ) = )

| Sell farm EI’O(!UC#ZE Q - “B__m—_—_
Use, sell or pledge assets: |
Savings 4 -
Belongings 15 15
Livestock . ’
~Begging or charity 12 . |
Delay payment - |-
Other 25° R EES
L__:l_:?:)tal’“ l 100 97

it was unclear whether these were sales of basic subsistence products that are part of minimum
consumption needs, or were sales that would have taken place anyway, albeit at a later date and perhaps

better price.
" included delaying payment, not secking care and borrowing money from money lender.

“ in the Uganda survey 29% or respondents were categorised as using a ‘combination’ of responses which
were not reported — the other 4% was classified as other.

4 included not seeking care and paying in kind.

* totals of more than 100% indicate respondents gave more than one answer: totals less than 100% were due

to low response ratc.

Source: McPake et al. (1992) (Kenya 1, Uganda, Nigeria, Burundi, Guinea); Abel-Smith
and Rawal (1992) (Tanzania); Mwabu et al. (1995) (Kenya 2).

Household surveys may not pick up the full variety of strategies adopted by people due to
the design of the survey instrument, but the data indicate strongly that social networks are
the most frequently mobilised asset when cash is not available to pay for care. Selling
physical or productive assets (farm produce, belongings and livestock) is also a common

response, but it 1s unclear whether the farm produce sold was surplus to requirements or
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essential to current consumption needs. Other household surveys conducted in Thailand
and Uganda report a similar reliance on claims from relatives or friends and crop sales to
pay for care (Barton and Bagendra 1995; Lucas and Nuwagaba 1999; Mongkolsmat
1993).

More detailed data on financial cost management strategies were generated from
qualitative research or household surveys specifically designed to assess ATP in some
detail. The categones of strategy below follow those listed in Table 2.3. However, only
one study noted a common strategy reported in the famine literature, cuts to consumption
or spending on food and other essential commodities (Ensor and San 1996). Despite 1ts

potential importance, as it was rarely raised in the health literature it is not considered
further below.

Reduce or diversify treatment
To reduce the financial costs of illness households may resort to cheaper providers, or cut
down on the level or frequency of treatment. In Ghana, the poor resorted to local

drugstores or drug peddlers because they were cheaper than government health centres:

“ .if she had about 20 or 30 cedi she would go to the drugstore, buy something
like paracetamol for the child to chew in order to reduce the illness ‘till she was

able to borrow some money. Then she could bring her child to the health post™
(Waddington and Enyimayew 1989: 28).
Other responses to cash constraints include increased self treatment, use of traditional
providers, the purchase of partial drug doses, non-completion of treatment courses and
reduced length of stay (Asenso-Okyere et al. 1998; Booth et al. 1995; Fabncant 1992;
Hongoro and Chandiwana 1993; Litvack and Bodart 1993; Thomason et al. 1994;

Waddington and Enyimayew 1989).

Another strategy open to households is to reduce the number of health care users in the
household, only treating priority cases, which focuses attention on intra-household
resource allocation and potential conflicts of interest along age or gender lines within the
household. Cash shortages may force decision-makers to prioritise the health care needs
of economically productive household members above the needs of children or the elderly
(Coreil 1993). |



61
Delay treatment

In Zambua, after user fees were increased in 1991, research found that women expecting
difficult delivenies left their admission to the last moment to reduce their admission costs
(Booth et al. 1995). In Uganda, where admission was free for serious cases admitted to a
hospital acute ward, some mothers waited until their child was crtically ill before
attending the hospital to ensure they were eligible for free admission (Ogden 1996). Other
evidence shows 1t 1s usually the poor or those with intermittent incomes that are forced to
delay treatment due to cash shortages (Asenso-Okyere et al. 1998; Ensor and San 1996;
Waddington and Enyimayew 1989).

Asset strategies

Studies that have investigated how households obtained cash to pay. for treatment
strengthen the conclusion that gifts or borrowing through social assets are the most
frequently relied upon asset for managing treatment costs (Booth et al. 1995; Fabricant
1992; Ensor and San 1996; Kanji and Jazdowska 1993; Tungaraza 1993; Waddington and
Enyimayew 1989; Wilkes et al. 1997):

“Perhaps the most important factor promoting equality of utilisation of Primary
Health Care units is the possibility of borrowing (from friends and
relatives)...According to focus group discussions, the system works because
borrowing is taken seriously: loans are nearly always paid back because there is
no recourse in emergencies once a good reputation is lost; in that case a family
may have to leave the area and start anew” (Fabricant 1992 172-4).

In Tanzania these networks are occasionally organised into ‘money exchange networks’
with members contributing small sums each week and collecting lump sums on a rotating
basis (Tungaraza 1993). In Zambia, however, poverty and weakened kinship ties had

placed social networks under strain, so that ‘traditional’ support mechanisms could no

longer be relied upon as safety nets for the ultra-poor:

« .kinship ties have weakened in some places to the point where people no longer
feel able to help each other. As one woman put in a Jumbe focus-group session,

the high cost of living has killed off extended family ties: "it is now each one for
herself!” (Booth et al. 1995: 80).

A more desperate strategy in this situation was to beg for assistance from friends and kin
(Booth et al. 1995).
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Other evidence also suggests that, on the one hand, social networks are an important
resource to fall back on when illness or other difficulties arise. But on the other hand in
some communities and for some groups, notably the poorest, social resource endowments

are weak and the poor are less able to rely on social networks for cheap credit (Booth et
al. 1995; Ensor and San 1996; Morduch 1999; Wilkes et al. 1997).

Evidence that the poor have weaker social resource endowments comes from a study 1n
Vietnam, where the poorest groups were forced to borrow most heavily from money

lenders at substantial rates of interest (Ensor and San 1996).

“Only 4.5% of the rich had to resort to borrowing in order to pay charges, but this
rose to 3626 among the poor. The source of borrowing also varied among income
groups. Over 11% of those in the poor group were forced to borrow from a money
lender...this fell to fewer than 3% for those in the rich group. Thus, although
much ‘borrowing’ is accounted for by informal risk-sharing among relatives and
close friends, the poorest groups are consistently forced to borrow from outside
these sources at substantial rates of interest” (Ensor and San 1996: 78).

The opportunity cost of borrowing can even be high when it is from friends and famuly

and no formal repayment is required, because of the moral obligations to repay. In China,

for example:

“Relatives and friends lend with an expectation of reciprocity and some
households considered the opportunity costs of selling assets to be lower than
borrowing” (Wilkes et al. 1997: 16).

Use of stores or sales of productive assets are also common strategies to deal with

treatment costs. Pryer’s study in Bangladesh found that medical expenditure was higher

for those households with assets to sell:

“In all such households the cost of medical expenditure was borne by the sale of
assets. As soon as the receipts from the sale of the last asset had been spent, all
further costly medical expenditure ceased” (Pryer 1989: 53).

In a detailed household history profile, the husband had become partially paralysed in
1968 and his wife had sold the marriage gold, her husband’s tools, and various household

possessions to finance treatment by religious and homeopathic healers. After a period of

better health and accumulation, the husband was incapacitated again, and remaining assets

were sold to meet consumption needs and to finance medical treatment (Pryer 1989).
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Other studies also report assets sales in response to illness (Baum and Strensky 1989;
Chambers 1982; Ensor and San 1996; Wilkes et al. 1997). The sale of these assets may
have a costly impact on the household’s future livelihoods and earning capacity, and
distress sales of productive assets such as land or oxen suggest the household has reached
a critical threshold in its capacity to cope (ability to pay), having exhausted other
responses such as reduced food consumption and sale of possessions, which entail lower
opportunity costs. However the socio-economic status of those selling assets and the

longer term impact of these sales on future livelihoods has not been investigated in any

detail.

Time or production cost management strategies

When illness incapacitates economically active members of the household and causes
wage or production losses, the strategies adopted to manage these losses will be similar to
the expenditure or asset strategies outlined above. The wage or production losses will
cause financial stress and households will have to mobilise resources to sustain existing

consumption or investment levels.

However, households will also try and minimise the wage or productfon losses caused by
incapacitating illness, and Table 2.3 outﬁne§ strategies identified in the literature, the most
common being intra-household labour substitution. In Sierra Leone the reallocation of
tasks among household members was the most frequently chosen strategy to deal with
anticipated production losses among 25 case study households (Sauerborn et al. 1996a).
The nature of the breadwinner’s occupation was found to be an important factor
mediating the success of such strategies, since it may not be easy to replace people who
perform skilled tasks, or labourers working for a particular organisation or employer. A
study in China also found the most common response to labour losses was an adjustment
of labour roles and intensity of effort within the household, usually the spouse or eldest

child of an agricultural labourer doing the work instead (Wilkes et al. 1997).

2.5 Beyond coping strategies — opportunity costs or implications

When the research presented in this thesis was first proposed, there had been no studies

that had followed households over an extended period to evaluate the impact of illness

costs and coping strategies on livelihoods. This was the major gap in knowledge which
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drove the research. However, two areas of work later increased the profile of concerns
related to treatment and other essential service costs and their implications for
household livelihoods and health.

Firstly, some qualitative studies had begun to explore the implications of illness-related
coping strategtes for livelihood assets. For example, support networks were shown to be
increasingly under strain. In Ghana respondents stated that reliance on these networks had
high economic and social costs for their extended families (Waddington and Enyimayew
1989). In a study examining the social impact of structural adjustment in Harare, demands
on paternal uncles and older siblings who are expected to help with school fees were
exacerbating tensions between family members, often along gender lines (Kanji and
Jazdowska 1993). And as noted above, in Zambia traditional support mechanisms could

no longer be relied upon as safety nets for the ultra-poor (Booth et al. 1995).

Secondly, three studies had described the potential implications of illness costs and
coping strategies, based on how °‘risky’ the strategies appeared to be for future
livelihoods (Ensor and San 1996; Fabricant 1992: Sauerborn et al. 1996a). For example
Ensor and San (1996) defined people who adopted risky strategies as those who were
deterred from using facilities altogether, or forced to borrow from a moneylender, reduce
essential expenditure on food and fuel, or sell livestock. Using this as a definition of

affordability, 32% of the sample adopted strategies that posed risks for future health and
livelihoods.

However, in these three studies, and the other studies outlined in section 2.3, the
consequences of these coping strategies were not actually followed up. Since 1996 only
one study, in China, has returned to households to investigate the implications of
previous illness costs and coping strategies for livelihoods (Wilkes et al. 1997). An
illness and expenditure survey in 1994 was followed up two years later, with 52
households selected for the follow-up study. These case study households were
interviewed about the implications of the illness costs and coping strategies elicited two
years earlier. The results showed that illness costs and coping strategies had damaged
assets and livelihoods in only 3 out of the 52 households. Most households had not sold
‘core’ assets and had managed to reinvest, but three had sold productive livestock assets
(pigs and oxen) which had caused income to decline in subsequent years, and

compounded the problem of repaying debts that had been incurred due to treatment costs.
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But overall, borrowing to finance health care did not appear to have caused severe

indebtedness.

2.6 Summary

This chapter has reviewed three broad sets of literature. Firstly, it reviewed the
international and national (Sri Lankan) literature that provides the policy context to the
study and justifies research on ATP. With respect to the international policy context, the
need for more knowledge about ATP has arisen because of changes to health system
financing and delivery in developing countries, which mean people are expected to
contribute more from their own pockets to pay for health care. Both specific health
financing reforms, notably the widespread introduction of user fees, and more general
processes of privatisation in the health sector, have meant ATP for health care has become
an important concern among donors and health policy analysts. In Sri Lanka the
government has not introduced a user fee policy within the context of structural
adjustment, and continues to provide health care services free at the point of delivery. But
health care costs and ATP are likely to have become a more widespread problem since the

late 1970s because of public sector resource constraints and the rapid growth of the

private sector.

Secondly, a broad literature on livelihood and asset frameworks, social capital and
. household resources used to pay for treatment was reviewed. The aim of this second

section was to inform the study’s conceptual framework, outlined in Chapter 1, by

locating the approach to ATP for health care within a livelihoods framework. The
review developed a classification of tangible and intangible assets available to
households, and 1dentified the levels and features of social capital that are relevant to the
research. This part of the review therefore provided an asset framework to inform
research on the types of asset mobilised by households to meet the costs of illness
(objective 2), the impact of illness cost burdens on household livelihoods (objective 3),
and the assets that make households robust or vulnerable to illness costs (objective 4).
This second part of the literature review ends with a 3-way breakdown of the types of
household asset used to pay for care which informs the analytic structure of the thesis,
distinguishing between: material assets (analysed in Chapter 7); management assets

(analysed in Chapter 7); and social assets (analysed in Chapter 9).
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The third area of literature that was revie\:ved concerned the empirical evidence relevant
to ATP as understood in this study. Evidence on the strategies adopted by poor
households to cope with illness costs showed these strategies are diverse and complex.
However, two broad types of coping strategy can be identified from the literature and
these were used to inform the conceptual framework in Chapter 1: treatment strategies
designed to prevent financial or time costs from arising (cost prevention strategies); and
strategies to munimise or manage illness costs if they do arise (cost management
strategies). Figure 1.2 in Chapter 1 shows how these different categories of strategy fit

into the analytic framework.

The studies reviewed suggest that social assets are the most important asset mobilised
by households to cope with illness costs, and a few studies indicated that the poor are
likely to have weaker social asset endowments and be more dependent on nsky
strategies such as borrowing at high interest. These findings generated specific interest
in the role of social assets and explain why social assets have been given additional

emphasis in the conceptual framework (see Figure 1.2).

The review of evidence relevant to this study’s approach to ATP also identified a major

gap in knowledge. There were no studies that had examined the implications of illness

costs and related household coping strategies for household assets or livelihoods over an
extended period. This thesis addresses this gap 'in knowledge by adopting a longitudinal

approach that will follow case study households for an 8 month period (see Chapter 3).

The three areas of literature reviewed also inform the research methodology in three main

ways:

1. A livelihood approach requires in-depth research at the household level, to
understand the assets and asset strategies that households have available and use to
manage illness costs, including social assets. In addition, the implications of illness
costs and coping strategies for household livelihoods over time require

investigation, which requires an extended case study approach.

2. The ATP approach requires in depth understandin a of household resource contexts.
The literature review and the conceptual framework derived from it draw attention
to the range of matenal and social assets that households draw on to pay for health
care, and requires understanding of the resource contexts in which households are

located that mediate household ATP for health care.
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3. The evidence on coping strategies and the conceptual approach to ATP demonstrate

the need for both qualitative and quantitative data to evaluate ATP for health care.

These three methodological points are discussed in Chapter 3.
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Chapter 3: Methodology

3.1 Introduction

This chapter presents and justifies the research methodology and methods used in the
study, which are informed by the conceptual approach to ATP outlined in Chapter 1,
and the conceptual framework derived from the literature in Chapter 2. In particular
these concepts and frameworks demonstrate the need for in-depth investigation of
household management of illness costs over an extended period, and the importance of
understanding local contexts (such as the health system or access to credit) which

mediate the household’s ability to manage these costs.

Section 3.2 describes and justifies the research methodology, and then section 3.3

outlines the framework used to measure illness costs. Section 3.4 describes processes
and methods of data collection in detail, dividing the research into three phases:

¢ Phase 1: selection of research sites, building trust and rapport and initial interviews;

o Phase 2: the household survey;

o Phase 3: the longitudinal study of 16 case study households over 8 months.

Measures taken to assure the quality of data collected are then described, and the final

section describes certain steps used in subsequent data analysis.

3.2 Theoretical grounding and methodology

Chapter 1 stated the methodology leans towards an exploratory and inductive design
rather than an experimental approach, because ATP from a basic needs and livelihood
perspective remains relatively unexplored. Chapter 2 showed that a variety of concepts
and frameworks have been used to define the problem of affordability and guide
investigation, drawn from different disciplines. The aim is to use these different
concepts reflexively with the activity of doing research or ‘being empirical’, to develop
a coherent analytical description of the factors relevant to ATP. The overall approach is
therefore one of ‘theoretically informed® empirical work (Barnett and Blaikie 1994).
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T'he conceptual approach to ATP outlined in Chapter 1 focuses on the implications of
health expenditures or wage losses for household budgets and spending patterns, the
strategies households adopt to mobilise resources to pay for care, and the impact that
these illness costs and coping strategies have on household livelihoods, in terms of
expenditure patterns, debt levels and assets (see section 1.2.1). The conceptual
framework described in Chapter 1, derived from the literature in Chapter 2, then draws
attention to the range of material and social resources that households might mobilise to
pay for treatment or cope with illness costs. These concepts and frameworks informed
the research methodology in three main ways, and the main features of this

methodology are outlined in Table 3.1.

Table 3.1: Main features of research methodolog

Methodology / approach

|. Conceptual frameworks require in depth household research

Extended case study approach * Enables detailed investigation of household assets
(n=32) (especially social networks), income and expenditure
patterns, illness costs and coping strategies.
(Longitudinal study over 8 * Captures variations in illness, treatment and illness
months) costs over time, and fluctuations in household income

available to meet the costs of illness.

= Captures the medium term impact of illness costs and
coping strategies on household assets, income and

| _ expenditure patterns.

2. Conceptual frameworks highlight the importance of context

T

Key informant interviews * Enables understanding of actors, events and activities
In the two areas through conversation, observation, or
Frequent presence in communities more formal interviews
* Enables data collection on neighbourhood groups and
Engagement in community CBOs in each community
activities Household survey:
= (enerate extensive data for statistical generalisation
Household survey (n=423) on illness, treatment, treatment costs and coping |
strategies.
* Used for selection of case study households.
* Locates case study households in their wider context
L1 B | (socio-economic, illness and treatment).
3. Conceptual frameworks require complementary quantitative and qualitative data

Range of methods used * Makes use of the advantages of each method
* Enables complementarity and triangulation.
— S— —_— e e s e e ) - ~

]. The frameworks require in-depth research at the household level, therefore an
extended case study approach was adopted. Ability to pay research from a basic needs
and livelihood perspective requires in-depth investigation of financial and wage costs
associated with illness, household expenditure priorities and patterns, and the resources

that households have available and use tq manage illness costs, including social
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resources. In addition, the implications of illness costs and coping strategies for
household livelihoods over time require investigation. The research used an extended
case study approach to collect this in depth and often sensitive and longitudinal data,

since it cannot be elicited easily or accurately through questionnaire survey methods.

An extended case study approach offers other advantages for data collection over
household surveys which are relevant to the proposed research. It allows the researcher
to investigate processes and the links between events, to compare what people say with
what they do, and to adopt an exploratory approach that can identify issues not expected
to be related to the study problem (Mitchell 1983; Hammersley 1992).

A potential weakness of case studies is that they achieve greater depth at the expense of
being able to generalise to a wider population of cases. But this thesis takes the position
that the illness and livelihood experiences of case study households have relevance to
other households with similar characteristics and in a similar social context. As Mitchell
(1983) argues, case study material is generalisable but the inferential process 1s not
statistical; it is based on analytic or logical inference about relationships and causal
processes which have emerged from ana.lysis of the case study. As Gluckman (1961)

argues, “...one good case can illuminate the working of a social system...” (1961; 9),

The limits to analytic generalisation from case studies must be stressed. Clearly
frameworks or relationships developed from case study analysis cannot claim to be
universal relationships or ‘laws’ which apply to all situations. But with respect to the
research presented here, the relationships identified from the case study households (for
example that income-poor households have weak social assets) might be extrapolated to
a wider population of households in a similar social and economic context in Sri Lanka.
This ability to analytically extrapolate is strengthened by the fact that 32 households
took part in the extended case study analysis, which meant processes related to illness,
coping and livelthoods in similar households could be compared. In addition, the ability
to infer that case study households’ experiences are likely to be shared by other
households in similar situations is strengthened by methods that locate them in their
wider socio-economic context (see below). For example using community-wide data a
case study household can be judged to be ‘typical’ or ‘atypical’ with respect to its

illness costs and the resources it relies on to manage these costs.
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2. The conceptual framework shows the importance of understanding the social and
economic context in which case study households are situated. The research
methodology was designed to understand these contexts. The conceptual framework
(Figure 1.2) is based on a livelihoods and health-related literature that draws attention to
the range of material and social resources households draw on to pay for health care
(Berman et al. 1994; Wallman and Baker 1996). The framework therefore requires
understanding of the resource contexts in which households are located which mediate
household ATP for health care. These include the labour market conditions and the
availability of work; cultural and socio-economic factors that influence people’s
priorities and their spending patterns; or the nature of the health system and the health
services available to people will mediate treatment seeking behaviour and the costs of
illness. The framework also draws attention to the resources people mobilise to pay for
treatment that are located ‘outside’ the household in the wider community, in particular
their social assets such as friends and family, neighbourhood groups (e.g. revolving
savings groups), or more formal savings and credit societies set up by NGOs. The
nature and strength of these social assets are part of the local context: for example

attitudes to borrowing and norms of reciprocity will mediate the resources that can be

obtained from them.

The importance of understanding resource contexts led to the following methodological

approach:
» the fieldwork was restricted to two urban sites in Colombo to enable the principal

investigator (PI) to make frequent visits and develop relationships in each area,

= the PI developed links*with CBOs in each area, became involved in some of their

activities, and also set up an English class in each area following requests from local

residents.

3. The conceptual approach to ATP and the conceptual framework demonstrate the
need for both qualitative and quantitative data to evaluate ATP for health care. The
research methods were designed to collect quantitative data for variables such as
household income, expenditure patterns, illness costs, borrowing and savings.
Qualitative data was also needed to analyse the decisions or processes underlying the
quantitative data, or to explain other variables relevant to ATP for health care such as
reasons for treatment seeking behaviour, decision-making with respect to management

of illness costs, or people’s attitudes with respect to borrowing from friends, relatives
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and other contacts. A multi-method approach was used to capture the main benefits of

each method and generate complementary data.

3.3 Frameworks for instrument design: approaches to measuring the household

costs of illness

This study follows the methodology of Sauerborn et al. (1995; 1996a) to measure the
household costs of illness. For each illness episode there is a complete assessment of
financial costs, and wage costs that have an explicit financial impact on the household’s

current budget. Table 3.2 sets out the different cost variables to be measured for each

lliness episode experienced by survey and case study households.

Table 3.2 Cost variables to be measured for each illness episode
Financial costs g | Wage (time) costs

Total financial costs (F) are: Total time costs (T) are:

|

F= (fi+f;+f;+fi+f5+1fs) where T=[ (t. * w,) + (t. * w.)], where

'

f, = financial costs of drugs, herbs etc.. t = time costs

f, = financial costs of tests, x-rays etc.. w = daily wage rate |
f, = financial costs of consultation with . = related to the sick individual

provider (doctor, hospital, priest etc..) . = related to the caretaker(s)

f, = financial costs of transport
fs= financial costs of subsistence

f, = financial costs of vows to gods, prayer

A note on financial costs: a curative focus

A wide range of preventive behaviours based on magico-religious beliefs are common in
Sri Lanka and on occasions can incur significant financial costs, for example protective
amulets, prayer and cleansing ceremonies to the goddess Paththini. These preventive
actions are central to many people’s health beliefs, and some can be financially significant,
but their scope and diversity meant the study considered only those that were financially

significant, and focused primarily on the costs of curative care.

A note on time COStS

Unpaid activities and potential gender bias

[n an urban context the time costs most relevant to ATP are those which have an
immediate impact on income: wages or business lost due to illness. The research
focuses on these actual and immediate financial costs due to time off work, either
because of incapacitation or because of caring for those who are sick. It does not

attempt to convert lost days of unpaid activity into some sort of financial metric.
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This raises concern that time cost measures will have a bias, particularly a gender bias,
because the time costs calculated will not include unpaid labour. In response to this
potential cniticism the study does not attempt to ‘value’ (i.e. put a price on) losses of
unpaid labour, because it not a quantitative household costs of illness study which aims to
quantify all costs of illness. It is only measuring illness costs relevant to ATP, which
encompass 1ts mcome, expenditure and command over commodities. Moreover,

converting lost unpaid activities into financial terms is fraught with difficulties.

Relating this to the fieldwork, if a household member who does unpaid work falls ill and
cannot perform their usual activities, for example a mother at home, thére may be no
change to household income. If the strategy adopted is to pay somebody to look after the
children because the mother is confined to. bed, these expenditures would be recorded. Or
if her husband cannot earn wages because he is caring for his wife, any income loss would

also be recorded because it affects command over commodities and ability to pay.

However, if a cousin or friend steps in to look after children or cook (1e. labour
substitution), the illness has no direct monetary impact on that household’s budget so costs
would not be recorded in financial terms. This is not to say there are no costs to such
strategies, because costs can be significant: the children’s childcare may not be satisfactory
or a social obligation to retum the favour may be the price. But it is not quantified in an
ATP study. Instead the coping strategy of making claims on friends and labour substitution

will be documented and its repercussions considered with qualitative data.

Converting lost days due to illness into income loss

For case study households, since the research aims to investigate the actual financial
impact of illness for each particular household (rather than ‘average’ time costs for all
households), the method of converting time lost into wages lost will be an actual one:
the losses in income for that particular household. For the larger number of survey

households reporting lost work due to illness, an average daily wage is used to calculate
income loss (Rs.150).

3.4 Data collection: process and methods

Data collection was In three broad phases (Table 3.3). Three research assistants with at

least two years fieldwork experience were recruited towards the end of Phase 1 to help
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with the main fieldwork activities over 15 months, namely the household survey and the
case study household research. They were sociology graduates recruited from the
University of Colombo (Dept. of Sociology) and an international NGO (International

[rrigation Management Institute).

Table 3.3 Overview of research phases and methods used in each phase

Phase / timin Main methods - Other methods & activities
Phase 1: e Semi-structured e Developing trust and rapport through
Nov 97 - Feb 98 Interviews & group frequent visits and helping at
| | | discussions | Community Development Councils
Phase 2: e Household survey ' e Semi-structured interviews
March — June 98 | e Teaching English
e Helping at Community Development
I | Councils B
Phase 3. e (ase study households | ¢ Observation
July 98 — Apnl 99 (fortnightly visits) e Daily conversations
e Semi-structured interviews
e Teaching English
e Helping at Community Development
Councils )

3.4.1 Phase 1: Early interviews, site selection and developing trust and rapport

The main aims of activities in the first phase of research were to gather information
which would inform the selection of 2 urban sites for research, introduce myself to the
two communities and develop trust and rapport with key actors in each place, and
conduct key informant interviews and focus group discussions with residents to collect
data directly relevant to the research objectives, and to inform the development of the

household survey tool.

Community selection

The main criteria used in drawing up a list of potential research sites or ‘communities’
were poverty, size (enough households in each place for a survey of about 200
households) and distance (my ability to visit the sites by bicycle each day and combine

this with family responsibilities).

With respect to the poverty criterion, a systematic review of sites in Colombo using

maps and socio-economic data was not possible because secondary data were patchy,
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did not exist or were out of date. Instead key informant interviews' identified different

‘types’ of poor community, and narrowed down a list of sites which fitted the three

critena above.

Once a list of over 20 communities had been developed, the main factor influencing
selection of the two research sites was largely subjective, based on acceptance and
rapport. Each site was visited with the help of an outside contact, and selection was
based on how comfortable residents and key community actors felt about my presence,
and their acceptance, enthusiasm and support for me and the research. Also important
was my personal judgement about the place with respect to the potential quality of data
that could be collected at the site. On these grounds, the two sites selected were:

e Sri SiddathaPara (SSP) in Kirillapone;

e Obesekerapura (Obe) in Rajagiriya

(see Chapter 4 for their location and descriptions of the sites).

Developing trust and initial interviews

Once the two research sites had been selected I began to visit them on a regular basis,
meeting a mix of community leaders and activists, getting known at local shops or small
eating houses (kadeval). After a month, in both communities Community Development
Council (CDC) leaders and other residents decided a good contribution I could make

would be to conduct an English class for children and young adults.

After 2 months the PI had got to know various people, groups and organisations in each
community, and was able to identify people for more formal interviews. Table 3.4
shows the individual and group interviews conducted in each community and the main
issues explored in these interviews. The interviews were taped and transcribed. Other
key informant interviews took place over the research period when relevant informants

or incidents were identified (see Table 3.3).

! Officials from government departments (Urban Development Authority, National Housing Development
Authority), Colombo Municipal Council; staff from NGOs (Sevenatha, Society for People Centred

Development, National Forum of People’s Organizations) who had worked in various areas of Colombo;
academics from the Umiversity of Colombo.



Table 3.4: Phase 1: individual and group interviews conducted in each community

Semi-structured interview
Individual / key informant:
Government officer for cach

community (Grama Seveka
Niladhar)

Main issues investigated / explored

history & devel()pmelft of the community; health & other 1ssues

or problems; dimensions of poverty & deprivation

Public Health Midwife at nearby
municipal clinic

health problems & illness in the community; treatment seeking |
behaviour for different types of 1llness; reasons for treatment
(costs, quality, etc.); services provided

3 Community Development
Council (CDC) leaders

community history & government interventions to improve
housing, water & sanitation infrastructure; CDCs & other
CBOs; health & other service issues in the community

3 Women's group leaders

Focus eroup discussions:
Group |: Young women with
children (under 30)

Group 2: Older women with

| health

= s —

health problems & illness in the community; treatment seeking
behaviour; reasons for treatment; coping with financial
difficulties; women'’s savings and credit societics;

other sources of credit

cl]jldrcn_

3.4.2 Phase 2: The household survey

Objectives and variables

The main aims of the household survey in the second phase of research were to:

|. generate community-wide data on illness, treatment, treatment costs and coping
strategies;

2. provide an extensive sampling trame for selection of case study households;

generate a socio-economic profile of the two communities and locate case study

()

households in their wider context (socio-economic, illness and treatment).

An English version of the survey instrument and a code sheet are in Appendix Al, and
Appendix A2 shows a Sinhala copy of one of the completed questionnaires (the
questionnaire was translated into Sinhala by the research te<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>