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Introduction

Expandmg the provisIOn of pnvate sector health serVices is becommg
a pnonty m many developmg countnes as Mmlstnes of Health seek
ways to Improve the avatlabihty and quahty of healthcare wIth hm
Ited pubhc resources In Ecuador the government has expressed an
mterest m the area ofcost recovery and m the development of pnvate
sector mechanisms to provide health serVices not currently offered by
the pubhc sector On a local level pnvate providers are seekmg ways
to improve the efficiency and sustamabihty oftheir operatIOns m hght
of the dechmng demand for their services and the rismg cost of dehv
ermg quahty care

Currently httle IS known about the structure and operations ofpnvate
health practices the range of servIces it offers the chents it serves
and the operatIOns and management ofthe numerous pnvate facihtles
that serve a sigmficant number of the country s urban populatiOn m
cludmg the poor Exammmg these facihtles and their major competi
tors - pubhc sector health faCihties - provIdes useful comparative data
on the uhhzatton and efficiency of the entire health sector m urban
Ecuador

To better understand the compositIon of the formal health sector and
how such services are sustamed m economically challengmg times,

~ Imtlatlves Project supported a survey of 300 pnvate and pubhc
~alth faclhtles m Qutto and GuayaqUil Data on pubhc faClhties and

large pnvate mpatIent operatIOns were purchased from the Instltuto
{aclOnal de Estadlstlca y Censos (lNEC) for the years 1984-1993

Data on small pnvate outpatient faclhttes was collected between Janu
ry and March 1995 through mtervlews WIth 114 phYSICians m pn
_ e practices m QUitO and GuayaqUil The survey was managed by
~ InternatIOnal SCience and Technology Institute Inc (ISTI) Wash-
~ton D C under sub-contract to Imtwtlves Data collectIOn and entry
ere carned out by Centro de EstudlOs de PoblaclOn y Patermdad
sDonsable (CEPAR) QUitO The final report was prepared by John

J Fiedler Ph D and DaVid P Nelson Ph D

____________~I



To place the survey In a national and hlstoncal context, a longItudInal
analysIs of the INEe data was undertaken In addItion a bnefanalysIs
ofthe pnvate health Insurance market In Ecuador was carned out based
chIefly on a senes of the annual reports of the government agency
responsIble for the regulatIOn and overSIght of the Industry, the Super
Intendency of Banks ThIS analysIs was supplemented with m-depth
Interviews held with representatIves ofthe Insurance and prepaid health
servIce orgaOlzatlOns SummarIes ofthls longltudmal analySIS and the
Inltlatlves survey of pnvate and publIc health faCIlItIes follow



Evolution of the Ecuadoran
Healthcare System,
1984-1993

ServiCe Dehvery Performance From Progress to
StagnatIOn

As assessed by (1) the total number of consultatIOns provided (2) the
consultatIon rdte and (3) the coverage rat,- the health care system of
Ecuador has made substantial progrt-ss over the course of the past de
cade

(I) After averagmg 7 15 million consultatIons from 1984-1987 the
total number of LonsultatlOns provided Jumped by nearly 20 percent
before stabllIzmg at 8 48 million consultatIOns m the 1990- 1993 pe
nod

(2) ELuador s consultation rate - the averag,- number of consulta
tions per person - mLreased trom 1984-87 to 1989-93 trom 0 78 to
o81 Although It slipped slightly m 1992-93 the rate IS only about 40
percent of the WHO ,>tandard of 2 0

(3) The coverage rate - the proportion of the population with at least
one LonsultatlOn - mcreased between 1984-87 and 1989-93 from
about 38 percent to about 44 percent In 1993 slightly less than half
ot Ecuadorans had at leas.t one health care consultatIOn

While all three ot these mdicators. testify that the health care s.vstem of
Ecuador has Improved since the mld-1980s they have all been Virtu
ally constant SlnLe 1990 s.uggestmg that progress has stalled More
over the levels at whIch they have stalled are unacceptably low

Geographic DistnbutlOn

There has abo been Improvement In the geographlL dlstnbutlOn of
health "are In FLuador smce the mld-1980s fhe annual dlstnbutlOn
ofhealth care s.ervlces has become more eqUitably dispersed geographl
Lally Although the avt.-rage demzen of either Plchmcha where the
capital city at QUitO IS located or Guayas where the large port city ot
GuayaquJlls located IS much more likely to receive care and to receive
more care than the average mhabltant of the other 19 provinces. ot
Ecuador (considered together) the geographic concentration of ser-
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vices IS dl~slpatlOg Geographic dltferenl-es 10 both the number of
services .:md the consultatIOn rate have been narrowmg SInce 1989-90
1 he largest ab~olute and relative growth 10 l-on:.ultatlOns trom 1984 to
1993 took place 10 the 19 provlOces 10 the country other than Guayas
and PlchIncha

The PrIvate Sector and CuratIve Care

About two-thlrd~ot all care provided 10 E(,.,uador IS curative In 1991
93 the Mlmstry of Health (MOH) provIded trom one-half to two
thIrds of curative (,.,are makIng It by far the most Important source ot
curatIve care Annually the pnvate :.ector accounts for 12 perl-ent of
curatIve care consultatIOns 10 Ecuador However when the PKhIncha
and Guayas expenen(,.,es are subtracted out of the natIOnal total the
relatIve slgmficance of the pnvate sector falls substantially It ac
counts for only 9 to 10 percent of curative care consultatIOns com
pared to 12 percent for Plchmcha and about 18 percent tor Guayas
WhIle Ecuador s pnvate health sector IS highly concentrated In It~ two
largest cities It IS relatively much more Important In Guayas than It IS
In Plchmcha

Trends In the Number and ComposItIOn of Human
Resources

Between 1984 and 1992 the number ot physIcIan positIOns In Ecua
dor mcrea:.ed by 47 percent Most of thIs Increa:,e wa~ absorbed by
the MOH and the Ecadoran InstItute ot SocIal Secunty (If::SS) whKh
operate:, ItS own health facIlities Together these mstltutJOns accounted
for 58 percent of total physIcian posItIons In 1984 and 57 perc(,.,nt 10

1992 In terms of relative growth the pnvate sector posted by tar the
largest gams as It went from accountlOg for 26 percent ot total physI
cian pOSItions m 1984 to 31 percent In 1992

For nearly all of the physIcIan-staffed publIc sector tdcJlItleS 1992
marked the zenith ot an hl~tonc trend The followlOg year there were
WIdespread reductIOns 10 the numbers of physIcian posltJOns In the
publIc sector as the sel-tor s share of total physlclan~ tell by 12 per
l-ent In the meantime the pnvate sector contmued to grow and In
deed accelerated ItS pace ot growth In 1993

From INEC data It appear:, as though not all ot the physKlans who
were pushed out of the public sector as a result of the down:'IZIng 01
the MOH and IES~ have been able to move mto the prIvate s(,.,ctor In
1993 the number of phySICian posItIOns In the health sector of Ecua
dor a:, a whole fell by five percent It IS man.. than likely however
that many ot the dlspla(,.,ed phy:'lclans have been tori-cd to ~tart IndI
Vidual prIvate practices (which are not surveyed by INFC and thu:, not
Induded 10 these data) 10 order to contInue practicIng mediCIne



The number of full-time eqUIvalent physIcIans fell by ten percent m
1993 roughly tWIce as fast as the number ofphyslcmn posItions ThIS
suggests that there was an mcrease m the number of physIcIans work
mg m part-time posItions In 1993 the average physIcIan posItiOn was
a 0 64 full-time equIvalent 1 e the average physIcIan had to have 1 57
posltlons m order to work full-time (40 hours per week)

Staffing ratiOs throughout the pubhc health sector Improved consIder
ably from 1984 to 1993 In 1984 the nurse physIcIan ratio was 0 27 1
roughly the recIprocal of the 4 1 ratiO that IS a commonly regarded
standard for a level of effiCIency consIstent WIth acceptdble treatment
and dIVISIon of labor norms (but WhICh also depends on case mIX and
other more mmor consIderatiOns) By 1993, thIS ratiO had mcreased
to 0 41 1, substantially better but stIll well below the standard

The number of physIcIans workmg m the pnvate sector grew sIgmfi
cantly m both absolute and relatIve terms over the decade under study
Pnvate sector health care organIzations are on average, smaller and
much more hkely to be staffed by physIcIans WIth few support staff
The pnvate sector S nurse physIcIan ratio started from an even more
abysmal level than that of the publIc sector, and had nsen from 0 10 to
only 0 12 by 1993 ThIs low nurse physIcIan ratIO pomts to the con
SIderable room for Improvmg effiCIency m the delIvery of servIces 
partIcularly If demand was adequate

Measurmg Excess Capacity and Relative IneffiCiency
by Subsector

An estimate of phySICIans' servIce proVIsIon capaCIty was developed
and the percent of theIr capacIty utlhzatIOn was calculated The re
sults mdlcate that Ecuador S phySICIans are operatmg at less than one
quarter of theIr servIce prOVISIOn capacIty ThIS findmg IS alarmmg
Even Ifsome of the assumptiOns made m denvmg these estImates are
altered faIrly dramatIcally the Imphed magmtude of mefficlency m
Ecuador S health sector remams very hIgh It appears that the publIc
sector m Ecuador IS operatIng at a hIgher level of ItS servIce prOVISIon
capaCIty and more effiCIently than the pnvate sector

The MOH IS operatmg at shghtly above the entire sector s average
serVIce prOVISIOn capaCity UtilIzatIOn level and the MInIstry of De
fense IS the least effiCIent publIc sector entity The least effiCIent pn
vate entIty IS the for-profit sector whIch appears to be operatmg at only
two percent of ItS phySICIan serVIce prOVISIon capaCIty less than one
tenth that of the health sector as a whole
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The very low use of physIcians servIce proVISIOn capaCIty character
Izmg the entire health sector suggests that a new strategy for trymg to
mcrease access and utIhzatIon ofhealth care services IS m order Rather
than contmumg to simply mcrease the numbers of physIcIans It would
be more adVisable to mvestIgate how to Improve the produCtIVIty of
phySICians throughout the sector

Assessmg the Magmtude of the INEC Survey Btases and
Its ImplIcatIOns for the Health Sector Trend Analyses

In eight of the mne years between 1982 and 1990 the number ofphySI
clan graduates exceeded the number of phySICIan pOSitIOns, and ex
ceeded It by a substantial amount - nearly threefold - over the entire
penod ThIS suggests that the number of phySICIans who eIther were
forced to enter a solo pnvate practIce or dId not practIce at all, was
nearly tWice the number that took pOSitIOns With mstItutIOnal proVid
ers In short the pnvate sector and m partIcular prIvate solo practices
were the most rapIdly expandmg portions of the phySICIan market dur
mg the 1980s WhIle the INEC data-based analySIS capture~ thIS trend,
It grossly underestimates Its magmtude

Another Important source of data on thIS atomIzed subsector IS the
1990 census whIch contamed several detaIled questIons about the char
actenstlcs of phySICIans work sItes Of the total of 14 819 phySICians
reported m the country at that tIme, only 41 percent worked m the
publIc sector whIle 59 percent worked m the pnvate sector In con
trast, the INEC annual survey data for 1990 mdlcate that tWice as large
a proportion (81 percent) ofphysIcians work m the pubhc sector WhIle
the INEC data reflect the fundamental trend m the changmg composI
tion of the health sector - namely the growmg relatIve size of the
private VIs-a-VIS the publIc health subsector - thiS findmg suggests
that INEC data substantially underreport the magmtude of that shift
The 1990 INEC survey captures at most 63 percent of all phySICians I

ThIS under-reportmg of physIcIans results m an under-reportmg ofto
tal health sector consultatIOns as well How much so IS difficult to say,
although the Inztlatlves survey of pnvate health faCIlIties m QUItO and
GuayaquIl prOVIdes some mSIght m thIS regard

Accordmg to Imtlatlves survey data mdividual phySICian practices are
by far the least productIve types of health servIces m Ecuador On
average they annually prOVide 495 consultatIOns, Just seven percent ot
the level of the average health care prOVIder/facIlIty Assummg the
productiVity levels of the dIfferent types of facIhtIes are the same m
1990 as those found m the 1995 Inztlatlves survey we can estimate
that the 5,747 mdIvldual phySICIan practices not surveyed by INEC
proVided (at mmimum) 2 84 mIllIon consultatIOns m 1990 and that
their exclUSIOn had resulted m an under-reportmg of 33 percent of all
consultatIOns 2 ThIS means that the INEC survey reports only 14 per
cent ofpnvate sector consultations If the 1990 INEC data are supple-



mented with these estimates the pnvate sector s share of total consul
tatIOns provided m Ecuador IS estimated at 29 percent (compared to
the INEC-only-data-based estimate of6 percent) The vanous changes
m the health care market that have occurred m Ecuador smce 1990
(already discussed) suggest that the pnvate sector s growth has accel
erated smce then At present the pnvate sector probably accounts for
about one-third of all consultatIOns

Takmg mto account the magnItude of INEC s under-reportmg of the
entIre health sector s performance, means that the performance mea
sures discussed earher are sIgnIficantly understated a<; well The con
sultatIOn rate IS eloser to 1 1 rather than the 0 8 noted In addition
dependmg upon trends charactenzmg this segment of the health care
market It may very well be that the plateaumg performance of the
Ecuadoran health sector as captured m INEC data smce about 1990
might be exaggerated, or may not have occurred

As already noted It IS hkely that the downslzmg of the pubhc sector
that has occurred smce 1992 has accelerated the growth of the pnvate
sector It has most probably resulted m a rapId prohferatlOn m the
number of mdlvldual pnvate physIcian practIces Thus what appears
from INEC data to have been a plateaumg IS more hkely contmued
growth m the sector but of that segment of the sector that IS not m
eluded m the INEC survey Rather than plateaumg It IS hkely that the
most Important trend charactenzmg Ecuador s health care system m
the last few years has been a type of de facto pnvatlzatlOn of the sec
tor the pnvate sector - and partIcularly smgle physIcian practices
- has probably been growmg much more rapIdly than the rest of the
sector In effect, health care IS becommg mcreasmgly pnvatlzed m
Ecuador This mterpretatlOn IS also consIstent WIth the rapid growth m
pnvate prepaid health care organIzatIOns that has occurred (especially
m QUlto but other major cItIes as well) wIthm the past three years

1 At most only 63 percent because the census data are based on mdlvldual physIcIans whereas the

INEC data are based on physIcIan poSItiOns

2 At mmlmum because th,s assumes that all of the physIcians not surveyed by lNEC are only as
productive as those 10 the outpatient facihtles mtervtewed In the InitIatIves survey The Imtlatlves
survey found that the average practice In thiS group provided a mere SIX percent of the nwnber of
consultatiOns that were provIded In a pubhc outpatient faclhty
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THE InItiatives SURVEY

Methodology

The study was designed to survey 300 faclhties 150 each In GuayaqUil
and QUito drawn from both the pubhc and pnvate sectors Field analysIs
of the umverse of health service providers In GuayaqUil and QUito re
vealed the eXistence of four 'domams" or dlstmct types ofproviders to
be Included m the sample Domam I-large, complex, Inpatient, pub
hc hospitals (MOH Junta de Beneficencla and Social Secunty) 00
mam 2-pnvate hospitals and c1lmcs provldmg mpatlent services,
DomaIn 3- pubhc outpatient faclhties (MOH mumclpal and Social
Secunty health centers and dispensaries) and Domam 4-pnvate out
patient faclhties (compnsed pnnclpally of small practitIOner offices)
It was deCided that each of these domaIns should be Included In the
sample Data on pubhc facIlltles and large pnvate, mpatient operations
were purchased from the Instltuto NaclOnal de Estadlstlca y Censos
(lNEC) for the years 1984-1993 Data on small pnvate outpatient fa
clhties was collected between January and March, 1995 through mter
views With 114 phySICians m pnvate practices m QUitO and GuayaqUil

A local research firm, the Centro de EstudlOS de PoblaclOn y Patermdad
Responsable (CEPAR) was contracted to conduct the field work and
data entry The draft survey mstrument was based on the Imtlatlves
provided survey questIOnnaIre ThiS draft mstrument was translated
mto Spamsh and modified to adapt It to conditIOns m Ecuador The
modified draft Instrument was field-tested In QUIto and appropnate
changes were made to ensure clanty and comphance With the mtent of
the Imtlatlves study

Fmdmgs

Charactenstlcs of the surveyed health faCIlities' phySical structure
equipment and drug and medical supply mventones are examIned m
detail In additIOn a vanety offinancmg and management-related prac
tices and polICies are detailed Includmg the types frequency of up
datIng and uses of each of seven different types of mformatlOn sys
tems the pnce levels of 27 drugs and 25 services pncmg pohcles and
practices the costs ofmputs IncludIng each of27 drugs revenue and



cost levels and structures the number of patIents wIth some type of
msurance and the amount of revenues denved from msurance cover
age Analyses are performed on a natIonal level as well as by domam
and cIty Sigmficant vanatlOns were found between domams and CIt
Ies The key findmgs follow

Descnphon of FaClhtles

Three hundred facIlItIes were surveyed 150 m GuayaqUIl and 150 m
QUIto Nmety-five were mpatient faclhtles and 205 were outpatient
facIlIties

Domam Number 10 Sample 0/0 ofTotal

I
2
3
4

large mpatIent pubhc hospItals
pnvate hospltals/chmcs wIth mpatlent services
publIc oupatlent health centers/dlspensanes
pnvate outpatient facIlItIes

Total

14
81
91

114
300

5
27
30
38

100

Over half of the facIlIties surveyed were descnbed as general or fam
Ily practIces whIle 40 percent were descnbed as speclahzed practices
General/famIly practIces are the predommant form m domam 3, whIle
specIalIzed practices compnse halfor more ofthe facilIties m domams
I and 4 General/famIly and speciahzed practices are evenly spilt m
domam2

GettIng Estabhshed

Smce 1990 personal/tamIly financmg has partIally substItuted for com
mercIal bank loan-based finanCIng ofthe start-up costs ofpnvate health
faCIlItIes ThIS IS lIkely to have been due to the hlstoncally hIgh com
mercIal mterest rates that have eXIsted SInce the late 1980s It may be
that hIgh commercIal Interest rates have slowed the growth of the pn
vate health sector In the last five years or more relative to what It mIght
otherWIse have been

The most frequently cIted problems faced when settmg up pnvate fa
CIlItIes were taxes and lIcenses (44 percent offaclhtles) followed by
hIgh Interest rates (29 percent) Legal or pncmg restnctlOns were cIted
as problems by only 15 percent of faCIlItIes
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Staffing Levels and Patterns

Public facIlities are much larger than theIr pnvate counterparts As
measured by the number of full-time equIvalent (FTE) employees
pubhc Inpatient factlltles are roughly ten times larger than theIr pn
vate counterparts and public outpatient facllttles (dependIng upon the
specIfic measure under consIderatIOn) are from three-to-sIX times larger
than theIr pnvate counterparts In addItIOn physIcians constitute about
tWice as large a percentage of total staffFTEs In pnvate sector faclh
ties both 10patlent and outpatIent as In public sector faclhtles

PhYSICIans partIcularly In hospitals are commonly employed only on
a part-time baSIS and are much more hkely than other categones of
staff to be part-tIme Less than one-third of all physIcians are em
ployed full-hme In a s10gle faclhty DomaIn 4 faclhtles consIst essen
tially of a s10gle phySICIan provld1Og care wIth httle or no support
staff

Management-related Issues

Market research appears to playa faIrly slgmficant role In the sampled
faCIlIties Fifty-one percent of the sample faclhtles reported that they
had conducted some type of patient satisfactIOn survey In the past
three years Twenty-seven percent reported haVIng undertaken some
type ofmarket study ofpatIents perceptIOn ofthetr servIces Twenty
four percent conducted a survey about the pnces of other faclhtles 10
theIr own geographIC area Twenty-seven percent of the faCIlItIes had
undertaken some type of survey about the pnces charged by other
faCIlItIes 10 theIr geographIC area EIghty-one percent ofthe faCIlItIes
that reported hav10g undertaken such a pnce study saId that they had
used the survey 1OformatlOn to establIsh theIr own pnces

Only 69 percent of faCIlIties have account1Og systems

The mean number ofhours of servIce per week IS 723 and the medIan
IS 40 0 but there IS great vanatlOn by city and domaIn EIghty-three
percent of the 10patlent faClhtles were reported to be open 24 hours a
day every day of the week OutpatIent domaInS 3 and 4 average 45
and 3 I hours per week respectIvely GuayaqUIl-based faClhtles (all
types) have a mean number ofweekly hours ofoperatIOn of I04 much
hIgher than the 60 6 that IS the mean number of hours of faClhtles In
QUItO



Service Dehvery, PhysIcian ProductiVity
and Capacity UtlhzatlOn

Government hospItals had by far the largest attendance averagmg more
than 47 000 patIents m 1993 These were followed by pubhc outpa
tient faclhties which averaged nearly 8 100 patients and by pnvate
mpatlent faclhtles which averaged 3 770 patients durmg the year In
contrast the average domam 4 faclhty attended to about 495 persons
per year a mere 6 percent of the typical pubhc outpatient faclhty

The mean productiVity levels of all of the surveyed faclhtles IS 21 5
consultatiOns per week I e roughly one consultatiOn for every two
physIcIan-hours The level of productivity ranges from 4 to 71 pa
tients per FTE physIcIan per week PhysIcIans workmg 10 pnvate
outpatient faCIhtles have by far the lowest productivIty levels, and
phySICians workmg m pubhc outpatient facilIties have far and away
the highest productivity levels The physIcIan productivity level of
pubhc sector faclhtles IS more than 12 times greater than that of pn
vate sector faclhtles PhysIcIans workmg 10 public sector facilitIes
see about 58 patients per FTE phySICian per week (one every 40 mm
utes) In sharp contrast phySICians workmg 10 pnvate sector faclhtles
see an average of Just less than five patients per FTE phySICIan per
week (one every 8 hours)

These stnkmg findmgs of markedly dIfferent rates of prodUCtiVIty
across subsectors and the pnvate sector s poor performance are largely
attnbutable to the extraordmarlly low patient attendance levels 10 pn
vate faCIlities Productivity IS clearly demand-constramed

An mdex of the potentIal level of phySICian servIce proVISIOn was
constructed The mdex reveals that the overall average capaCIty utIli
zatiOn level of the surveyed faCIlities IS a mere 18 percent By Impli
catIOn there eXIsts a huge amount of excess capacIty 10 each of the
four domams Indeed one may lOfer that Ecuadoran phySICIans could
mcrease the number of consultations they prOVIde more than five
fold To the extent that they are representative of the health sector m
Ecuador thIS findmg suggests that Ecuador IS wastmg a large propor
tIOn of the most cntlcal resource of the health sector - ItS phySICIan
manpower

ThiS findmg means that most faclhtles are operatmg very mefficlently
TheIr fixed costs - personnel and mfrastructure (the bUlldmg and
most eqUIpment) must be spread over a relatively small number of
consultations resultmg 10 hIgh average fixed costs for a consultation
With fixed costs constltutmg 50-60 percent of total costs hIgh aver
age fixed costs mean the average total costs of a consultatIOn Will be
hIgh Hence effiCiency (the reciprocal of average total cost) WIll be
low
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The ImplIcatIOns of this findmg for pnvate sector providers are clear
For a pnvate provider - especially the mdlvldual physIcian In solo
practice - the cntlcallssue IS to Improve efficiency by increasing the
number ofpauents who VISit his/her facIlity Most ofthe strategies for
dOing so reqUire a strong focus on outreach and more generally mak
Ing their practice structures and operatIOns more patient/consumer Ori
ented more collaboratIOn with other mstItutIons (such as schools) more
evening hours and Increased attentIOn to Improving the quality of per
sonal InteractIOns between staffand clIents reducmg pnces and enter
Ing Into speCial arrangements with other orgamzatlOns and institutIOns
to gaIn preferential access to pools ofpotential patients such as through
preferred proVider-type of arrangements

Drugs Supphes, Dispensmg, Costs and PrIces

Forty-seven percent of faCIlIties provide mediCInes to their clIentele
Inpatient and publIc faCIlIties are generally much more hkely to diS
pense drugs and to dispense a larger number of drugs Private outpa
tient Units as a group are an outlIer relative to the other three domaInS
Even when compared to Its mo::.t simIlar domaIn that ofpubhc outpa
tient faCIlIties, domaIn 4 IS strikIngly different

It appears that drug priCIng strategies and polICies vary enormously
over the reportIng surveyed facIlities Sixteen (67 percent) of the minI
mum pnce-cost spreads for the drugs are equal to zero, I e break
even Half of the remaInder are negative, I e losses are Incurred and
halfare pOSItive I e a necessary but not suffiCient conditIOn for these
sales to generate positive net revenues IS fulfilled

The Unit cost-pnce spreads are diVided by the umt cost to proVide a net
margInal rate of return The Simple, unwelghted mean partial rate of
return ofthe 24 drugs for which there are data IS 23 percent ThiS does
not appear to be a high rate of return particularly when It IS recalled
that thiS calculatIOn Includes only a portIOn of the costs of the drug
sales

ServIce Pnces and PrIcmg

The mean prIce of a consultatIOn reported by 185 of the 229 respon
dents was 25 346 sucres GuayaqUil s mean prIce IS IS per",ent greater
than QUito's whIle the average consultatIOn prIce for an outpatient
facIlity IS 9 percent greater than that of an inpatient facIlity

The mean pnce of an Inpatient day In a general ward (a room haVIng
three or more beds) IS 28632 sucres and the median IS 25000 sucres
The prIce of a semi-private accommodatIOn (two beds) IS 60 percent
greater A prIvate room IS approXimately tWIce as expensive as a bed
In a general ward The mean prIce of an Inpatient day In a general



ward IS about 60 percent higher In QUito than It I;' In Guayaquil Thl;,
I;' an CXLeptIOn to what has otherwise bcen the con;,lstent finding of
higher pnces In Guayaquil

I arty-nve percent of re<,pondents indicated that their facilltle;, did not
charge the same pnce to all patients When interviewees were as(,.ed
an open-ended questIOn about how the facility s pnces are set the
most common response (66 percent of those chargmg for care) was
that It depended upon the economic situatIOn of the patIent The next
most Lommon explanatIon was that pnces were set at the average of
the market ( 17 percent of those charging for care)

Nearly half of the pnvate mpatlent facilities estImated that more than
halt of their cllentele are poor and almost one quarter said that the
poor constItute 80 percent or more of all patients The average (mean)
estimate of all private inpatIent faclhtle;, IS 46 percent The mean
estimate of outpatient facilities I~ a markedly smaller but ,>tlll sub
stantial 30 percent

Guayaquil s health care services prices are on average 41 percent
higher than those of QUito

Operatmg Expend1tures Revenues, Insurance and Profits

hnanclal data were reported Irregularly and even then only by a rela
tively small proportIOn of the surveyed faLlhtles In additIOn the highly
skewed nature of the dlstnbutIOns across tacllitles of nearly all of the
vanous financial mdlcators undermines the usefulness of measures of
"entral tendency as indicators of the typical faclhty In short the na
ture of the financial data makes It dItficult to characten7e or under
;,tand the financial aspects of the facllItles beyond very small group
mgs

The sum of the expenditures of the inpatient facIlities IS 540 mIlhon
sucres 87 times greater than that of the outpatient tacilItles 62 mIl
hon SULres In contra,>t to the marked dltterences In the magmtude of
total expendItures by the two facility groups the differences In the
compositIOn of their expenditure;, IS relatIVely modest Expenditures
on drug;, and medicine;, constItut( ill almost Identical proportion of
total expenditures m both types ( facilities 1 abor costs represent
about 36 percent ot inpatient facll y expenditures but only 29 percent
ot those ot outpatient faulitles ]'I oreover on a per tacllIty baSIS thiS
dllference I;' dramatically mcre'1"ed becduse of the much larger ex
penditure level ot the inpatIent tacllItIe;, The labor costs of the aver
age mpatIent tacIllty are more than ten time;, those of the average
outpdtIent taullty

I hI... monthly rl...venues of the 70 interviewees who prOVided such In

tormatlon ranged from ...ero (there were two such indiViduals) to 94 8
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millIon sucres Reflectmg thl~ broad range the standard deviatIOn
was 14 million nearly tWice the mean ml-ome at 7 6 mIllIon

The total revenues ot the 36 mpatIl-nt tal-IlltKs I~ 4765 mIllIon sucrl.~

more than eIght times the 57 8 mIllion ~ucres total rl-ported by tht- 34
outpatient faCIlitIes There IS a hIgh dt-gree ot concentratIOn 10 the
dlstnbutlOn~of both mpatIent and outpatIent tacIlltIes revenues the
smgle largest facIlIty accounts for roughly 20 percent ot total revenut-s
of each of the facIlIty groupIngs

One hundred and eIght respondents (47 perct-nt) reportl.d that some of
theIr patIents had traditional third party IndemnIty health msurance
that reImbursed them for medIcal expendlture~ ~urprlsmgly more
outpatIent facIlities than InpatIent facIlIties have some type ot msur
ance atfilIatlOn WIth health Insurance compaDles as well as with pre
paId systems

In~uranceatfillatlon IS hIghly concentrated m QUitO Elghty- mne per
cent of affiliatIOns WIth health msurance compame~ are 10 QUItO fa
CIlItIes as are 69 percent of prepaId system atfiliatlOns ThiS geo
graphiC focus ot msurance mecham"ms appears to be dul. m large part
to the fact that hlstoncally the thIrd party m"urant-e companIes first
developed m QUIto and most have Simply contmued to concentrate
much of their busmesses m Q..UltO where theIr central offices are 10
l-ated The much more recently developed prepaid system" have al<;o
been spawned 10 and to date contmue to operate almost exclu~lvely

m QUitO GuayaqUIl s larger and more dynamIC economy coupled
WIth Its hIgher health care prices proVIde both the wherewithal and the
mcentIves for consumers to seek out and purchase some type ot health
msurance GuayaqUIl would appear therefore to be an opportune sIte
for the development of a prepaid system or a prt-ft-rrt-d proVider net
work

FIfty-tour percent of the health facIlitIes report109 finanual data ap
pear to have generated a profit m the month precl.dmg the mtl-rVlew
The mean level ot profits tor all tacIlltles was 850 000 sucrt-s ThiS
average was greatly affected by a ~mgle tat-Illty (an mpatIent tal-Ihty
m GuayaqUIl) whIch was reported to have lost 29 500 000 suc,rt-s that
month The GuayaquIl market WIth Its hIgher costs and hIgher pnl-es
also appears to be a riskIer envIronment m which to operate Thll ty
one percent at the faCIlities operatmg m GuayaqUIl had negatIve prof
Its compared to Just seven percent m Quito The mpatlent tat-Illtles
mtervlewed were abo more likely to be expent-ncmg finanl-Ial dIffi
culties [wenty-slx percent ot mpatlent taulltles c,omparl.d to 15 per
cent at outpatient tal-llItJes reported operatmg lo~ses m the preLl-dmg
month



Summary

The combmed findmgs of the InitiatIves survey and the analyses ofthe
INEC data provide a detalled descnption of the health sector m Ecua
dor highhghtmg Important issues concermng client utlhzatlOn eXist
mg management practices profitablllty and the general efficiency of
pubhc and pnvate operatiOns

Disaggregation ofthe pnvate and public sector data however revealed
some surpnsmg findmgs concernmg the size services provided by and
over-all efficiency of the pnvate sector While pnvate faClhtles offer
both preventive and curative care and serve a slgmficant number of
poor clients relative to their entire chent base low patient levels sen
ously compromise faclhty effiCiency and threaten their long-term
sustamabihty The Importance ofdevelopmg more client-onented prac
tices reorganlzmg the pnvate sector from solo to more effiCient group
practices, and expandmg msurance affihations to urban centers be
yond QUito are suggested as ways to Improve the Viability of pnvate
health care m Ecuador
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About Inttlattves...

Pnvate Inlt1atwes for Pnmary Heahhcare (Inltlatwes), 1S a demonstratlon prOject funded

by USAID and managed by the JSI Research & Trammg Instltute It was des1gned to test

different models of sustamable pnvate sector bas1c health serV1ce delivery systems, and to

support local USAID m1ss1ons' partlCipatlOn m health sector reform efforts Focusmg on

Ghana, Nigena, Ecuador and Guatemala, Inlt1atwes provides techmcal assistance to sup

port the development oflocal mltlat1ve groups (LIGs), wh1ch represent d1fferent models of

pnvate sector healthcare Techmcal ass1stance is also provided to support the development

of local management groups (LMGs), which could serve health care prov1ders as a local

source of techmcal assistance m the long term Documentation and analys1s of the expen

ence of these InltIatwes supported orgamzat1ons will Y1eld mS1ghts mto the prerequlSltes for

fmancially sustamable pnvate baS1C health serVices, and will contnbute to our understand

mg of the condltlons necessary to estabhsh, mamtam, and expand the ava1lab1hty and

accessibIhty of quahty healthcare to low income urban populations

For a copy of the full report of thiS surveyor for more mformat1on about InitiatIVes,
please contact

The InitiatIVes Project
JSI Research & Trammg Institute

1616 N Fort Meyer Dnve
Arlmgton, VA 22209

7035287474


