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Clinical diagnostics play an essential
role in providing effective health care to
individuals and advancing broader health
policy objectives, such as universal health

coverage.

This case study has been jointly prepared by the World Bank and IFC to explore
ways in which PPPs can help improve access to affordable diagnostic services in
emerging markets. Its findings have benefited from both IFC experience, and a series
of interviews conducted in 2022. The interviews were held with stakeholders of 15
Public-Private Partnerships (PPP) in Albania, Australia, Brazil, Eqypt, Italy, Kenya,
Senegal, Nigeria, Turkey and India that are operational in the field of clinical diag-

nostics. The report explores the risks, benefits and lessons learned in project imple-
mentation.

This note is part of the PPP Insights series developed by the IFC PPP Transaction
Advisory Department for infrastructure specialists, governments, and PPP practi-
tioners. PPP Insights provides sector analysis and case studies looking at infrastruc-

ture needs and challenges in developing countries and how PPP structuring tech-
niques are being used to help deliver improved outcomes.




The essential role of

clinical diagnostics

Access to quality diagnostics is essential
for both providing effective health care to
individuals and advancing broader health
policy objectives, such as universal health
coverage. For patients, diagnostics are
necessary not only in establishing diagno-
sis for both communicable and non-com-
municable diseases but also in guiding
therapy, prognosticating, monitoring
progress and measuring response to
therapy. At the population level, disease
detection and surveillance are crucial
components of epidemiology and public
health that inform health policy deci-
sion-making, relying entirely on effective
diagnostics.?

Value for money: In addition to their
critical importance in the provision of
clinical care, diagnostic investigations
largely provide excellent value for money.
A recent study focusing on 11 most
common cancers concluded that global
scaling up of imaging diagnostics yields a
net return of over USs 179 per every USs 1
invested” A cost-benefit analysis of basic
tests for six common conditions (diabetes,
hypertension, HIV and tuberculosis in the
general population and hepatitis B and
syphilis in pregnant women) concluded
that benefit-cost ratios of investing in
improved diagnostics varied from less
than 1 to 24, 4:1 in different countries,
with lower treatment costs, and higher
per capita income and disease prevalence
positively affecting value for money.3

Scarcity: The recent COVID-19 pandemic
has clearly highlighted the widespread
scarcity of diagnostic capacity and capa-
bility in many low and middle-income
countries (LMICs), clearly showcasing

their inability to quickly and accurately
diagnose diseases’ The figures are stagger-
ing. The “Lancet Commission on diagnos-
tics: transforming access to diagnostics”
which published its findings in 2021,
reveals that up to 47% of the global
population does not have adequate access
to even the most basic diagnostic tools. In
a sample of 10 LMICs, only 36—87% of
hospitals had functional x-ray equipment,
and only 2-29% had a CT scanner?In
sub-Saharan Africa, just to address the
shortfall in pathologists at the present
rate of training, it would take more than
400 years to reach around the same ratio
of pathologists per 100,000 population
tha’%currently exists in the USA and in the
UK.

Access: Historically, poor access to diag-
nostics in many countries today can be
attributed to LMIC health systems making
scarce investments and systematically
prioritizing treatment over diagnostics.
The gap between what'’s required and
what’s available is largely due to the fact
that the importance of diagnostics has,
compared to treatment, historically been
underappreciated. Its importance in
ensuring universal health coverage and
other issues such as antimicrobial resis-
tance has received insufficient attention.’
A recent analysis of national Health
Strategy Plans for 79 LMICs reported that
only 36 of these countries had current
documents of which 30 mentioned labora-
tories but only eight mentioned imaging
diagnostics.®

Access to accurate contemporary diagnos-
tics in LMICs is further constrained due to
deficiencies in physical and operational
infrastructure, shortfalls in the health
workforce, insufficient systems to safe-
guard quality of services provided and
corruption. Many LMICs lack the neces-
sary physical infrastructure needed to



support Iaborg’gory and imaging diagnos-
tic equipment. Operational infrastruc-
ture, such as management systems for
workflow, procurement, supply chain, as
well as information systems for laborato-
ries and radiology that are all required to
deliver contemporary diagnostic services,
are also in short supplff.'uOne of the
primary reasons for the gap in diagnostic
workforce capacity is the insufficient
global capacity to educatg and train
professionals in this field. Quality assur-
ance systems, such as the certification of
professionals and the accreditation of
services, also fall behind industry best
practices. For instance, a 2018 survey of
laboratories in Uganda noted that only
5% of the 78 laboratories surveyed was
accredited and that 23% of basic test
results were inaccurate, with only 42%
and 38% of serum glucose and urea
nitrogen test results being accurate.”
While corruption is a problem for many
health systems generallyisensuring access
to diagnostics involves procurement of
expensive equipment, which can increase
this risk.

Even when LMICs acquire diagnostic
equipment, either through procurement
or donations, a significant portion
remains unused due to poor management
practices and inadequate maintenance.
The World Health Organization (WHO)
estimated in 2010 that as much as 70% of
the complex devices imported from
industrialized countries fail to function
upon reaching their intended destinations
in low-resource settinggfsA study pub-
lished in 2011 estimated that an average
of 38% of medical equipment in fifteen
developing countries spanning the Ameri-
cas, Africa, and Southeast Asia was out of
service. The three main causes that were
identified included lack of training, inade-
quate health technology management,
and insufficient infrastructure.”

Poor access to quality diagnostics causes
widespread underdiagnosis and misdiag-
nosis of conditions, resulting in substan-

tial avoidable morbidity and mortality,
and wasteful spending.

Nearly half of diabetes cases globally are
undiagnosed and, as a result, left untreat-
ed A study conducted in Angola in 2017
found that 84% of patients had been
wrongly diagnosed and mistreated for
malaria, while they were in fact suffering
from other conditions that have similar
symptoms. A recent study conducted in
the UK predicted that the disruption of
routine health services and other aspects
of the COVID-19 pandemic would lead to
a substantial increase in the frequency of
avoidable deaths by 4.8-16.6% among
patients with breast, colorectal, oesopha-
geal and lung cancers as a result of diag-
nostic delays, resulting in a total of
59,204—63,229 years of life lost in a
five-year periodTQBetween 1.1and 1.6
million premature deaths could be saved
in LMICs by improving diagnostics (and
treatment) for only six basic conditions:
diabetes, hypertension, HIV and tubercu-
losis in the general population and hepati-
tis B and syphilis in pregnant women=°

Wasteful spending: This occurs due to
misdiagnosis, resulting in ineffective
treatment or delayed initiation of treat-
ment when the disease has already
progressed, leading to increased complexi-
ty and higher treatment costs. Poor
access to diagnostics can also fuel other
costly and lethal global health emergen-
cies such as antimicrobial resistance due
to presumptive or iate use of antibiotics.
This occurs due to misdiagnosis, resulting
in ineffective treatment or delayed
initiation of treatment when the disease
has already progressed, leading to



ty and higher treatment costs. Poor
access to diagnostics can also fuel other
costly and lethal global health emergen-
cies such as antimicrobial resistance due
to presumptive or syndromic diagnosis
which results in overuse of medicines for
common conditions, including inappropri-
ate use of antibiotics.

Using PPPs to Improve Access to Diag-
nostic Services

Through a PPP, a private party and a
government enter into a contractual
agreement to provide public diagnostic
assets and/or services. The private party
bears significant risk and management
responsibility, and remuneration is linked
to performance. This procurement
method has been internationally identi-
fied, including by the Lancet commission,
as one of the approaches that can support
improvement in access to contemporary
diagnostics. When thoroughly prepared,
PPPs can be designed to ensure benefiting
from private sector expertise through
delivery of maintenance and/or clinical
services that are more efficient and of
higher quality than those that have
historically been provided by public
facilities. With PPPs, the key is to design
incentives very carefully, so as to attract
qualified partners and limit unexpected,
adverse outcomes.

When facing constraints in public
resources and fiscal space, governments
can use PPPs as an alternative procure-

ment method and financing tool to
increase access to quality and efficient
public assets and services.

A key feature of a PPP is that perfor-
mance is specified in terms of required
outputs (such as type, quality and avail-
ability of diagnostics services), rather

rather than inputs (such as types and
number of diagnostics equipment) wher-
ever possible. This enables the private PPP
partner to be innovative and respond to
requirements with maximised efficiency.
Private sector technology and innovation
can help ensure provision of more rational
public services than in traditional public
investments through improved operation-
al efficiencyz.zPPPs allow for spreading out
the capital expenditure of an infrastruc-
ture project over the life of the asset,
rather than having it charged immediately
to the public budget. When monitoring
closely, contractual key performance
indicators (KPIs) that focus on accessibili-
ty and efficiency can be used to ensure
financial incentives for operators to this
purpose.

Innovative service provision models such
as hub-and-spoke laboratory and radiol-
ogy networks (facilitated by teleradiolo-

gy) can specifically offer further potential
for rationalizing services and help resolve
shortfalls in the availability of staff.

The hub-and-spoke organization design is
a model that enables patients in need to
have access to services locally and arrang-
es other service delivery assets into a
network. The network consists of anchor
establishment(s) (hub) that offers a full
array of services, complemented by
secondary establishments (spokes) that
offer more limited-service arrays, routing
patients or samples needing more c%m—
plex or intensive services to the hub. This
optimises health system use of scarce
qualified human resources and equipment
as it eliminates inefficient duplication of
service provision. The setting up and
operation of hub-and-spoke models,
biosafe laboratory logistics and informa-
tion systems, as well as teleradiology
networks can vastly benefit from

®



involvement of private sector entities
that have developed experience in these
in other countries.

Other potential financial benefits include
timely and within-budget project deliv-
ery, as well as budgetary certainty over
time, resulting in improved assurance of
long-term value for money2.4ln PPPs, the
risk of design and construction delays, as
well as budget overruns, which are signifi-
cant common issues in traditional public
investment setups in many countries, is
transferred to the private sector. Govern-
ment expenditure for services provided
over the duration of projects is contractu-
ally defined before they start operation,
increasing budget predictability and
contributing to financial sustainability of
health systems. Well-designed PPPs also
ensure appropriate risk transfer to the
private sector in issues such as operations
and maintenance, which further improves
long term value for money.

Given the alarming lack of diagnostic
specialists and technicians in LMICs, PPPs
can further assist by attracting experi-
enced experts with specialized knowledge
to deliver public services and by ensuring
the facilitation of knowledge transfer
through training of domestic staff. When
structured well with a critical size, PPPs
may attract corporations that specialize in
the field and can deploy expert staff and
supporting services. Furthermore, PPP
contracts can require employment and
training of domestic staff to ensure
capacity is developed and maintained
locally. This applies to both staff that
provide clinical services as well as techni-
cians for planned and curative mainte-
nance.

If attracted through well-structured
projects meeting critical size, experienced
international providers can, within PPPs,

effectively and efficiently resolve opera-
tional infrastructure issues that LMICs
would otherwise struggle to resolve.
Many key infrastructure components
such as management systems, mainte-
nance capacity, supply chain required to
guarantee availability of reagents, chemi-
cals and spare parts, laboratory, and
radiology information systems, etc. are in
the most part lacking in many LMICs.
Private companies that have already
developed and used these in other coun-
tries can implement these faster and more
efficiently than governments.

PPPs can ensure the provision of
high-quality services that not only
adhere to regulatory requirements appli-

cable to public facilities but also incorpo-
rate additional quality requirements, the
implementation of which is supported by
financial incentives.

All health facilities that operate within a
country need to adhere to national
reqgulatory requirements such as accredi-
tation of services and certification of
staff. These are however underdeveloped
and/or poorly implemented in many
LMICs. PPP contracts can include addi-
tional regulatory requirements, such as
advanced ISO norms that public facilities
do not need to adhere to, and can define
KPIs that incentivize or penalize operators
based on the quality of services they
provide.

The potential benefit of transparently
tendered PPPs in tackling corruption
should also not be overlooked. In most
countries, PPP laws require a comprehen-
sive needs assessment and detailed feasi-
bility study, as well as tendering the PPP
transparently. To attract qualified

bidders, Governments may elect to recruit
professional transaction advice to plan



and structure PPPs and to implement/
oversee the procurement process ensur-
ing a level playing field for all interested
providers that increases transparency and
may yield best prices for government.
Through contractually defined payment
mechanisms to the private partner, PPPs
may avoid informal payments from
patients and identify specific public
funding towards services to public
patients and underprivileged population,
thereby contributing to UHC.

Key risks in diagnostics PPPs and how
to mitigate them

In the absence of thorough consideration
of health policy issues and a lack of clear
understanding of risks and past lessons by
governments, PPPs can fail. A PPP cannot
turn a bad project into a good one. Prepa-
ration is key. These are perhaps the single
most influential factors in determining
whether a project will be successful,
which span beyond PPPs into wider health
policy considerations. PPPs can be used to
simply add new capacities that will cover
unsatisfied demand, but they can also be
used as a tool in the consolidation and
streamlining of health systems, fully
exploiting their potential to create a more
efficient setting for the provision of
quality and affordable services accessible
to those in need.

Some projects may be more politically or
socially challenging to introduce and
implement than others. This is a signifi-
cant risk in healthcare that applies partic-
ularly if: (i) there is an existing public
sector workforce that fears being trans-
ferred to the private sector; (ii) signifi-
cant tariff increases are required to make
the project viable whereas tariffs remain
the same in other public facilities; (iii) if
there are strong vested interests in main-
taining deficient public diagnostics or

(iv) if there are significant land or reset-
tlement issues, among others. All of these
issues would need to be carefully consid-
ered and mitigated to ensure the success-
ful implementation of the project. Strong
political commitment is the single most
important success factor.

Many governments in LMICs lack the
capacity to plan, implement and monitor
projects to ensure they contract what
they need at fair prices and that they
receive what they are paying for. Govern-
ment capacity to plan and implement
PPPs in LMICs needs to be raised in paral-
lel to developing a pipeline of projects.
Reporting requirements need to be clearly
defined and government ability to under-
stand the PPP arrangements and monitor
performance needs to be developed. Post
transaction monitoring support can be
recruited to this end as well. This is usually
composed of a legal counsel who ideally
worked on the PPP agreement, as well as a
technical advice. For instance, the Govern-
ment of Albania put such monitoring
support in place to accompany the first
two years of the laboratory PPP contract.
The monitoring scope included support to
the public partner to meet conditions
precedent on its side, deploying budget
control mechanisms and being a proactive
public partner during crucial contract
years.

Setting the wrong tariff levels in PPPs can
pose significant risks to the financial
sustainability and success of a project.
Tariffs in PPP projects should cover costs,
service the debt, ensure a reasonable
return on investment for the private
partner, and strike a balance between
revenue generation and affordability. This
is especially true in LMICs with lower
capacity to pay and insurance coverage.
Excessive tariffs can impede access to
essential services and hinder development



goals while low tariffs can jeopardize the
financial sustainability of the project.
Further, for the sustainability of the
projects, indexation mechanisms to cover
inflation and currency risks must be
analysed and introduced adequately in
the contract. Delayed public and insur-
ance payments generate cash flow issues
and also affect project sustainability.
Robust financial analysis and benchmark-
ing are crucial in setting appropriate
tariffs. Additionally, reqular tariff reviews
and adjustments address changing
circumstances and ensure ongoing PPP
success.

Mismanagement of the demand risk in
PPPs can result in budget shortcomings or
infrastructure underutilization, and

impede progress towards socio-economic
goals, which can pose significant obstacles
to the success, sustainability, and overall
impact of the PPP.

This is particularly relevant to LMICs
where the lack of reliable data does not
allow to predict effective demand with
sufficient certainty. Furthermore, in the
context of highly constrained healthcare
spending, PPP contracts need to putin
place very strong budget control mecha-
nisms as demand can grow very fast once
quality services are available and subsi-
dised. In the Nigeria case, patients were
required to make unaffordable
out-of-pocket payments, which led to
limited access to services and under-utili-
sation. In Kenya, a shortage of qualified
staff led to the underutilization of equip-
ment in more remote locations. In the
laboratory PPP project in Albania, on the
contrary, demand grew rapidly as a larger
range of services became available for
public patients, creating budget tensions
despite demand control mechanisms in

contract. One way to address low demand
risk is for the government to share the
risk by providing a minimum volume
qguarantee. This way, the government
assumes responsibility for ensuring a
certain level of demand for the services
provided by the PPP project and provides
greater certainty to the private partner
regarding patient flow and revenue
generation. It can also help ensure avail-
ability and affordability of health services,
which is especially important in LMICs.
However, it is essential for the govern-
ment to carefully assess and balance the
risks and benefits associated with provid-
ing a minimum volume guarantee. Refer-
ral mechanisms need to be strengthened
ahead of the PPP commissioning. Deploy-
ment of qualified staff needs to be
ensured through hub-and-spoke models,
telemedicine, and retention measures.
Proper due diligence and detailed demand
assessment should be conducted to
evaluate the potential impact on the
government's budget, the sustainability
of the PPP project, and its alignment with
broader healthcare policies and objec-
tives.

Diagnostic PPPs with a comprehensive
scope allow for better coordination,

integration, and management of
services.

It ensures that all the necessary compo-
nents, including equipment, maintenance,
spare parts, users training and potentially
service provision are aligned. It allows for
comprehensive planning of future expan-
sions, flexibility to include technological
advancements, and healthcare needs, as
well as the anticipation and effective
mitigation of potential risks. In the PPP
project in Australia, the private partner
was in charge of procuring the initial set



of medical equipment while the public
partner was tasked with replacing and
maintaining the equipment. Such large
interface between the public and private
scopes is not ideal due to the lengthy
procurement lead times and requirements
that public entities must comply with,
which diverts time and attention from the
core clinical services provided by the
public partner. Should the private partner
assume this responsibility, they could
ensure the availability of equipment that
is adapted to the level of clinical services
and maintained throughout the conces-
sion period.

Diagnostics require minimum volume of
services for a sustainable business case,
and particularly to ensure that best-prac-
tice maintenance services will be put in
place. This can be difficult in the context of
LMICs where budgets are constrained,
which often leads to governments opting
for smaller scaled projects, such as the case
in Senegal. A good-sized PPP project is
crucial to attracting the appropriate pool
of qualified private sector players. The
other extreme, when one provider obtains
a dominant market position, is equally
risky for the health system.

CASE STUDIES >

The following three

case studies have been
selected to showcase
diagnostic PPP projects
developed by the IFC
globally which have
positively transformed
the provision of clinical
services to patients in
different health system
contexts.




Project Context: Prior to the PPP, in Albanian public
hospital laboratories, reagents were frequently missing,
forcing both outpatients and hospitalised patients to

perform tests in private laboratories with results often
varying from one provider to another.

Surveys in 2015 by the Albanian National Center of Quality, Safety and Accreditation of Health Institutions
showed 57% compliance with national laboratory standards at public laboratories. At the same time, prices
of the top 20 tests at private laboratories were nearly double than in public laboratories, driving up health-
care costs in a country where 55% of health spending is out-of-pocket and among the highest in the region.

Results

After a competitive tender process, the project was successfully awarded in April 2017 to a
consortium of Labopharma (Albania) and Exalab (France) offering to invest €12.95 million (513.9
million) to set up and operate 18 laboratory centres over the term of the contract. The Conces-
sion Agreement was signed on April 10, 2019 as the first PPP with the scope of laboratory testing
in Albania. As a result, 1.7 million Albanians now have access to improved lab services through
the public system with doubled range of laboratory tests available to patients, within budget
limits. Free testing is also provided to uninsured patients who previously had to pay for testing.
A new health management information system has improved the reliability of results, doctor
diagnoses, and availability of reliable health data available to MoH.

IFC's Role

IFC assisted the Albanian Ministry of Health (MoH) in designing and tendering a PPP that would
help MoH partner with a qualified private healthcare company to invest in and manage public
laboratory services, which will provide access to improved services for the country’s entire popula-
tion.

The PPP is a 10-year concession agreement for a private partner to finance, build or renovate,
equip, and operate a network of 18 public laboratories through a hub-and spoke model, involving
all five Albanian university hospitals and 13 regional facilities. The agreement requires the winning
bidder to invest to bring the labs and testing up to international standards.

The winning bidder is contractually obligated to meet clearly defined Key Performance Indicators
(KPIs) for timely and quality services, such as maximum turn-around time, equipment downtime,
daily quality controls, annual staff training program, and accreditation of a list of critical tests. The
winning bidder has met the 1SO 15189:2012 standard (not mandatory for public laboratories)
within 3 years. The Government remunerates the Concessionaire on a transparent, fixed “pay for
use” basis for laboratory services with a clearly defined budgeting process to prevent budget
overruns. The Government of Albania will retain ownership of all laboratory equipment and assets
at the conclusion of the contract.




BRAZIL
BAHIA IMAGING
DIAGNOSTIC

PPP 27 Project Context: Prior to the PPP, the State of Bahia faced
major constraints in meeting the demand for high quality and
complex imaging tests. This, apart from negatively affecting
patient care, significantly impacted hospital operations, decreas-
ing bed turnover rate and adding to the long wait that patients
faced to receive a diagnosis from doctors.

IFC's Role

IFC acted as the lead advisor on the structuring, tendering, and implementation of the imaging
diagnostic PPP project, in partnership with the Brazilian Development Bank (BNDES) and the
Inter-American Development Bank (IDB), which together manage the Brazil PSP Program fund,
which aims to foster the development of infrastructure and services in Brazil through private
sector participation.

The PPP is a 11.5-year concession agreement for a private partner to invest in, and operate, the
imaging units of 12 hospital units, and for these units to be connected to a diagnostic centre where
diagnostic medical reports are developed. The PPP scope encompasses X-ray, Mammography, CT
and MRI scanning. The concessionaire is also responsible for supporting services, such as help desk,
cleaning, laundry, and security of the imaging units. All units were fully operational 18 months
from the date the PPP agreement was signed. The Government pays the Concessionaire for provid-
ing the services under an availability payment structure.

IFC helped the government run an open and competitive bidding process with the lowest availabil-
ity payment fee as the main bid criteria. The PPP agreement sets out 10 quality and 7 availability

indicators to be met by the private partner in order to receive the availability payment. If these are
not met, the government can enforce penalties or deductions set-forth in the PPP agreement.

The winning proposal was composed by a yearly maximum Government payment of USD 30 million.
The consortium is composed of Phillips do Brasil (a medical equipment provider), Alliar (one of the
largest diagnostic-medicine networks in Brazil with over 30 health facilities that offer patients
image-based diagnostic exams in cities throughout Brazil) and FIDI (the largest diagnostic medicine
operator that provides services to SUS, the Brazilian public healthcare system). The concession agree-
ment was signed in February 2015 and it is the first PPP with the scope of imaging diagnostic services in
Brazil.

Results

The PPP resulted in improved access to high complexity tests in underserved areas, both in the
capital of the State and countryside. Over s40 million was invested in operating equipment and
infrastructure, including the setting up of the diagnostic centre in Salvador and installation of 45

new equipment, including new CT and MRI scanners.



Project Context: Prior to the PPP, Jharkhand, a low-income
state in eastern India, faced a significant shortfall in public
health delivery services aggravated by a severe lack of health
diagnostic services. The lack of quality and standard diagnostic
services forced people to either forgo them or purchase services
from private facilities of mostly poor and varying quality, while
incurring heavy out of pocket expenses and additional costs
related to travel and over-testing.

IFC's Role

IFC served as a lead transaction advisor to the Government of Jharkhand to select private opera-
tor(s) to develop and operate a state-wide network of modern and advanced Radiology centres
utilizing advances in diagnostic services, information technology and logistics management.

The Radiology PPP has developed 25 Radio-Imaging Departments on a ‘Hub and Spoke’ model in all
district hospitals and medical colleges across 24 districts divided into two clusters of 12 districts
each. Bigger hospitals act as hubs with a more diverse set of advanced equipment like MRI &

CT-Scans, while remaining centres act as spokes with basic diagnostic equipment like X-rays &
Ultrasound machines. The “two cluster approach” was designed to share the implementation risk,
while ensuring that the projects were of sufficient size to ensure a balance between provision and
affordability of radiology services.

The clusters are implemented under a 10-year design, build, finance, operate, and transfer
(DBFOT) concession. Under the concession contract, all radiology centres must be mandatorily
accredited by the National Accreditation Board for Testing and Calibration Laboratories (NABL) to
ensure quality.

The tender attracted bids from three well established healthcare companies. HealthMap Diagnostics
offered the highest annual concession fee and was awarded the project for both the clusters. The
concession agreement between Government of Jharkhand and HealthMap was signed on November 16,
2015.

Results

Through this project, vital health services have been made available to 3.5 million residents of
the State of Jharkhand. The PPP mobilized about USs10 million of private sector investment and
generates an annual concession fee of s50,000 which is used by the state government to support

the health system.




If we had to name
5 key lessons

learned

However, PPPs need to be tailored to
support concrete policy goals and should
only be used when private sector partici-
pation in projects offers affordable advan-
tages over public provision of services.
When public partners consider partner-
ships with private sector solely as way to
request concession fees in exchange of
access to patient referrals or use of public
facilities, the objective is likely to be
missed. The end goal of projects should
be to ensure that patients have access to
affordable, quality and efficient care. If
innovation, efficiencies, and quality
offered by the participation of private
sector outstrip those of public sector
providers, PPPs should be considered as
the model to supply these services
sustainably.

2. Lack of affordability is the main
reason why diagnostics PPPs fail to
reach their objectives in LMICs. Equity

considerations need to be carefully
addressed and the associated fiscal
impact evaluated.

Public sector funding support towards
diagnostic PPPs can improve affordability
as well as address situations arising from
market failures that present risks that the
private sector is unwilling to bear. It can
be provided in a number of ways (upfront
capital expenditures contributions, opera-
tions subsidies, minimum revenue quaran-
tees, etc.) and from different sources
(health insurance fund, budget; donors,
etc.), and should be structured to maxi-
mise benefits of the PPP instrument. Each
financial viability support mechanism
should be engineered in order to respond
to the underlying risk profile of each
project.

Hybrid PPPs constitute a good midway. In
hard infrastructure projects, countries
have applied so called viability gap fund-
ing approaches or “hybrid PPPs” that
resolve affordability issues by merging the
benefits of having access to affordable
financing instruments for the public sector
with the benefits of introducing the
private sector in the delivery of public
services. The Hybrid PPP model focuses on
leveraging financial viability support
mechanisms available to Governments to
reduce risk perception and associated
premiums, therefore producing a lower
cost of financing and making PPPs finan-
cially viable while managing user afford-
ability. Its principle is to retain the PPP
structure and risk transfer as much as
possible in place to reap the benefits of
the private sector participation, while
channeling public sector resources to
make the project financially viable. Coun-
tries like Canada or Germany systematical-
ly develop their hospital PPPs with this
approach. Emerging countries also started
to implement this in social infrastructure:
for example, India has developed a policy
in December 2020 to support hospital and
medical education PPPs through such
hybrid schemes whereby central and state
governments can fund up to 80% of
CAPEX and 50% of OPEX costs.



3. Size matters. PPPs need to be sizeable
to reach economies of scale and attract 5. Much can be achieved by learning
quality players, but should refrain from from past experiences and by preparing

establishing the private sector as a projects professionally.
dominant provider of services.

Effectively partnering with the private

For projects to be economically viable as sector requires careful preparation and
well as profitable for the private sector, very clear tender documentation. As the
they need to capture sufficient demand so ~ World Bank Group study shows, there is
that they can adequately benefit from vast global experience in designing diag-
economies of scale as well as attract nostic PPPs that governments can tap
qualified partners with the right capacity into. However, case studies must be

and financial standing. On the other hand,  investigated in detail to learn valuable
governments should avoid contracting lessons. “Copy-pasting” does not work:
PPPs that are too large and that could regional and country circumstances

place the private sector providersin a require to customize the approach.
market dominant position in order to Developing pathfinding PPPs with reputa-
nurture positive competition between ble transaction advisors allows to tap into
providers and as they need to be able to lessons learned in implementing success-
effectively deliver health policy because ful PPPs around the world are put in

they ultimately always retain the final action and that lessons learned through

responsibility for the provision of services.  failed projects or projects that do not
deliver in line with expectations are
avoided. IFC PPP Transaction Advisory

&. Payment mechanisms need to be advises government on structuring health
clear, robust, and protective of the poor. PPP making sure that the project is likely

and strong understanding of investor
community’s capacity and requirements.

To attract strong players and ensure Furthermore, IFC’s Performance Stan-
performance over time, governments dards on Environmental and Social

need to ring-fence funding towards the Sustainability set strict requirements that
contract and ensure timely payments. ensure protection of all involved parties
Providers need to be incentivized by clear, ~ and are widely accepted by investors and
transparent, and achievable KPIs that lenders.

ensure fulfillment of health policy goals
throughout the duration of projects.
These can include productivity, efficiency,
quality, waiting times, patient satisfac-
tion, health outcomes, etc. Ideally,
co-payment policies for publicly funded
services should not differ between PPP
projects and public providers and should
always strive to ensure patients do not
forego necessary care due to financial
hardship.
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