Soc. Sci. 2015, 4, 1162—-1176; doi:10.3390/socsci4041162

social sciences

ISSN 2076-0760
www.mdpi.com/journal/socsci

Article

Who Benefits from Public Healthcare Subsidies in Egypt?

Ahmed Shoukry Rashad ! and Mesbah Fathy Sharaf 23*

' Department of Economics, Philipps-Universitit Marburg, Marburg 35037, Germany

2 Department of Economics, Faculty of Commerce, Damanhour University, Damanhour 22514,
Egypt; E-Mail: ahmedshoukry@aucegypt.edu or ahmed.rashad@wiwi.uni-marburg.de

3 Department of Economics, Faculty of Arts, University of Alberta, Edmonton, AB T6G 2H4, Canada

*  Author to whom correspondence should be addressed; E-Mail: sharaf(@ualberta.ca or
mesbah.fathy.sharaf@gmail.com; Tel.: +1-780-492-1331.

Academic Editor: Jerry D. Marx

Received: 20 August 2015 / Accepted: 19 November 2015 / Published: 25 November 2015

Abstract: Direct subsidization of healthcare services has been widely used in many
countries to improve health outcomes. It is commonly believed that the poor are the main
beneficiaries from these subsidies. We test this hypothesis in Egypt by empirically analyzing
the distribution of public healthcare subsidies using data from Egypt Demographic and
Health Survey and Egypt National Health Accounts. To determine the distribution of
public health care subsidies, we conducted a Benefit Incidence Analysis. As a robustness
check, both concentration and Kakwani indices for outpatient, inpatient, and total healthcare
were also calculated. Results show some degree of inequality in the benefits from public
healthcare services, which varied by the type of healthcare provided. In particular, subsidies
associated with University hospitals are pro-rich and have inequality increasing effect,
while subsidies associated with outpatient and inpatient care provided by the Ministry of
Health and Population have not been pro-poor but have inequality reducing effect (weakly
progressive). Results were robust to the different analytical methods. While it is widely
perceived that the poor benefit the most from health subsidies, the findings of this study
refute this hypothesis in the case of Egypt. Poverty reduction measures and healthcare
reforms in Egypt should not only focus on expanding the coverage of healthcare benefits,
but also on improving the equity of its distribution.
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1. Introduction

The World Health Organization (WHO) has been calling for a sustainable and equitable financing
and delivery of healthcare services. This is to improve access to healthcare, offer greater financial
protection to the poor and to combat poverty, hunger, and diseases, which are key ingredients of the
United Nations Millennium Development Goals [1].

Adequate access to healthcare services is crucial for increasing productivity of the labor force, and
hence economic growth. In the absence of universal health insurance coverage, subsidization of healthcare
becomes essential to ensure that the poor can afford access to health services. Direct subsidization of
healthcare services has been widely used as an effective policy instrument to improve health levels in
many developing countries. Health subsidies could reduce income inequalities if the subsidy is
benefiting the poor more than rich. Thus, the effect of the subsidies on income distribution depends on
the distribution of the subsidization benefits across different economic classes.

Egypt has been adopting a subsidized healthcare system for several decades. It is commonly
believed that the poor are the main beneficiaries from these subsidies. The objective of the current
study is to test this hypothesis in Egypt by empirically analyzing the distribution of public healthcare
subsidies using nationally representative data from Egypt Demographic and Health Survey.

Following the establishment of the Republic of Egypt in 1952, the new socialist regime has relied
on a redistribution system that promoted a minimum standard of living by providing universal
subsidies of basic consumption goods [2]. Egypt has one of the biggest subsidy programs that cover
food and energy on a massive scale. In the health sector, the government of Egypt has pledged to
provide free healthcare to all citizens. Right of access to healthcare is a constitutional right in Egypt,
and the government uses general tax revenue to provide subsidized healthcare services.

Over the period 2000 to 2009, public health spending in Egypt accounted for 6% of the total public
spending. This is far behind the Abuja target of allocating 15% of total government spending to health.
The subsidized health system is under continuous population pressure resulting from the significant
increase in life expectancy and the high fertility rates. Consequently, this has led to increasing use of
private health facilities, which require fees [3,4]. To obtain adequate healthcare, many households in
Egypt rely on out-of-pocket financing which increases the risk of becoming impoverished if the
out-of-pocket payments were substantial and for prolonged periods. Excessive reliance on out-of-pocket
payments may increase inequalities in access to healthcare and could also increase intergenerational
inequality if the households’ ability to invest in their children’s health and education is reduced [5,6].
Statistics show that out-of-pocket payments are the principle mean of financing healthcare in Egypt.
According to the National Health Accounts, in 2008, out-of-pocket payments accounted for 60% of
health spending. The seventh round of the Egyptian Family Observatory Survey revealed that 80% of
households have at least one member covered by public health insurance. However, the survey pointed
out that only 25% of the insured households are benefiting from it due to low quality services and
excessive red tape. This suggests that health shocks may push non-poor into poverty and exacerbate
the poverty of the poor [7].

To the best of our knowledge, this study is among the first to assess the distribution of government
health sector subsidies across economic classes in Egypt. To evaluate whether public health spending
is pro-poor or pro-rich, the study uses Benefit Incidence Analysis (BIA) [8—10]. BIA is a commonly



Soc. Sci. 2015, 4 1164

used accounting procedure that helps determine who gets how much of the amount the government
spends providing healthcare to the population.

The paper is organized as follows: Section 2 presents a brief review of the related literature. Section 3
provides an overview on the structure of the healthcare system in Egypt. The data is described in
Section 4, and the empirical methodology is presented in Section 5. Empirical results are discussed in
Section 6. Section 7 summarizes the findings of the paper and discusses some policy recommendations.
Section 8 concludes the paper.

2. Literature Review

Health shocks could increase households’ vulnerability and disrupt their livelihood. To make
healthcare services affordable, many countries adopt a subsidized universal healthcare system with the
pre-assumption that the poor are the ones who benefit the most. The importance of an equitable
distribution of the benefits from public healthcare subsidies stems from the fact that with no adequate
access of healthcare services, vulnerable households may resort to out-of-pocket payments which
increases the risk of becoming impoverished if the payments were substantial and for prolonged
periods'. In a cross country study of 11 Asian countries, Van Doorslaer et al. [11] examined whether
out-of-pocket healthcare payments exacerbate poverty. They found that poverty estimates after accounting
for the out-of-pocket healthcare payments were much higher than the conventional estimates, ranging
from an additional 1.2% of the population in Vietnam to 3.8% in Bangladesh. In a recent study,
Rashad and Sharaf [12] found empirical evidence that out-of-pocket health expenditures pushed 6% of
the Egyptian households to encounter financial catastrophe, and 7.4% of the households fell below the
poverty line after controlling for healthcare expenditures. They also found that rural households are more
likely to incur catastrophic health expenditure when compared to urban households.

Several studies have examined the distribution of benefits from public healthcare subsidies in a
wide range of countries with mixed findings®. For example, in a cross-country study, O’Donnell et al. [8]
reported substantial variation, across 11 Asian countries, in the incidence of public healthcare subsidies.
The study revealed that public health subsidy is strongly pro-poor in Hong Kong, moderately pro-poor
in Malaysia and Thailand, evenly distributed in Sri Lanka, while it is mildly pro-rich in Vietnam. In the
remainder of the low-income countries and provinces examined, the better-off receive substantially
more of the subsidy than do the poor. In another cross-country study of 69 countries, Wagstaff et al. [14]
estimated the pro-poorness of government health expenditure at different income levels. They found
that on average, government health expenditures are pro-rich. At the country level, in the majority of
countries, government health expenditure is neither pro-rich nor pro-poor, while in a small minority it
is pro-rich, and in an even smaller minority it is pro-poor. In addition, government health spending on
contracted private facilities are pro-rich for all types of care, and in almost all Asian countries
government health spending overall is significantly pro-rich. Moreover, they found that at the country
level, the pro-poorness of government health spending is positively correlated with per-capita GDP,

For a recent review of literature on the economic impacts of health shocks on households in low and middle income
countries see Alam and Mahal [6].
For a recent systematic review of the literature on the equity aspects in the distribution of public health sector

expenditure in low- and middle-income countries see Anselmi et al. [13].
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per-capita government health spending, and with six measures of the quality of a country’s governance,
while negatively correlated with the share of government facility revenues coming from user fees.

In addition to cross country studies, a growing number of country-specific studies have examined
the distribution and equity aspects of public healthcare subsidies in a wide range of countries, during
different periods, and using different estimation techniques with similarly mixed findings (e.g., [6,15—18]).
For instance, Akazili et al. [15] conducted an assessment of the financing and benefit incidence of
health services in Ghana and found that the healthcare financing system is progressive, while the
distribution of total benefits from both public and private health services is pro-rich. However, public
sector district-level hospital inpatient care is pro-poor and benefits of primary-level healthcare services
are relatively evenly distributed. The study also reported a number of access constraints which contribute
to inequities in the distribution of health service benefits in Ghana.

In another study, Limwattananon et al. [17] found that public subsidies to healthcare, both outpatient
(OP) and inpatient (IP) services to public hospitals and health facilities, in Thailand was pro-poor
between 2003 and 2009, which preferentially benefited the poorer quintiles. Burger et al. [16]
investigated whether public health spending and access to healthcare services in South Africa have
become more or less pro-poor over time. They found that public health spending became more pro-poor
between 1993 and 2008, with an increase in the share of public clinic and hospital spending going to
the poor. In addition, there were improvements in both financial and physical access to public health
services which significantly helped poor households who are more frequent users of public hospitals
and clinics than those who are more affluent. Onwujekwe et al. [9] found evidence that although coverage
of priority public health services were well below target levels in Nigeria, the poorer quintiles and rural
residents that are in greater need received more net benefits from provision of these health services.

Using BIA, Anselmi et al. [19] assessed horizontal and vertical equity in the geographic allocation
of recurrent expenditure for outpatient healthcare across districts in Mozambique between 2008 and
2011. They found a pro-rich distribution of government spending, driven by pro-rich service utilization.
Though an improvement towards horizontal and vertical equity, in both government and donor
expenditure, took place between 2008 and 2011, inequities in the distribution of expenditure across
beneficiaries persisted and were driven by inequities in service use.

In a recent study, Chen ef al. [18] examined how the benefits from government healthcare subsidies
in China are distributed. Using a BIA, they found an inequitable distribution of government healthcare
subsidies during the period 2002 to 2007, where high-income individuals generally reap larger benefits
from the subsidized healthcare system. Although greater healthcare subsidies were concentrated among
the rich and did not demonstrate inequality-reducing effects in different regions over the studied years,
some policy reforms along with the decrease in out-of pocket-payments and the rising allocation of
government healthcare resources to healthcare facilities widened access and improved the opportunity
to receive healthcare benefits all of which reduced inequity.

This paper contributes to the extant literature by providing empirical evidence on the distribution of
public healthcare subsidies by focusing on the specific case of Egypt on which limited research has
been conducted. To our knowledge, only one related study has investigated the distributional aspect of
public health care expenditure in Egypt. In an earlier study, Rannan-Eliya ef al. [20], combined data
from the national health accounts, and micro data from the National Household Health Utilization and
Expenditure Survey conducted in 1994, to examine the degree of inequality in the distribution of
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health expenditures in Egypt. The incidence of overall health expenditures in Egypt was found to be
progressive. They concluded that the social insurance programs in Egypt, and the use of cost recovery
in some public sector institutions contributed to greater inequality in the access to health care resources,
both when evaluated by the level of income, and gender. The 1994-1995 expansion of social health
insurance coverage to children has not improved the distribution of health care spending in favor of
lower income households. The current study extends the earlier study of Rannan-Eliya et al. [20] by
using an up to data from the Egyptian Demographic and Health Survey (EDHS), and using a BIA.
In the next section, we will shed the light on the structure of the healthcare system in Egypt.

3. Structure of the Healthcare System in Egypt

Egypt has a highly pluralistic healthcare system, with several different public and private providers
and financing agents [3]. Public health providers include the Ministry of Health and Population
(MOHP) and other organizations that receive budgetary support from the government general revenues.
The MOHP operates a large network of health facilities that offer comprehensive healthcare to all
Egyptians at highly subsidized rates. It owns more than 441 hospitals and 4839 primary healthcare
centers. Eighty percent of MOHP’s services are free and the rest requires some user fees. In addition to
out of pocket payments and donations, the vast majority of MOHP funding comes from the Ministry of
Finance. University hospitals are important health providers that provide primary, secondary, and
tertiary treatment. They are autonomous facilities affiliated to individual universities and fall under the
responsibility of the Ministry of Higher Education. The number of University Hospitals is 76 hospitals
in 2008. Funding to University hospitals comes mainly from the Ministry of Finance through the
Ministry of Higher Education and 30% comes from user fees. They are highly concentrated in Cairo
and urban areas.

In addition to MOHP and University hospitals, Teaching Hospitals and Institutes Organization
(THIO), Curative Care Organization (CCO) and the Health Insurance Organization are additional key
healthcare providers. They are quasi-governmental organizations. Teaching Hospitals and Institutes
Organization runs 11 general teaching hospitals and 20 research institutes which provides primary,
secondary, and tertiary services. Half of the THIO’s services are free of charge, and it serves a small
proportion of the population due to its small size. It receives funding from the Ministry of Finance,
MOHP and private firms through contracts, international donors through grants, the Health Insurance
Organization through contracts and direct user fees. CCO is a non-profit organization under the
authority of MOHP. It operates 11 urban hospitals that provide a comprehensive range of curative care
services mainly to urban residents. It does not receive any subsidy from the Government, and hence it
relies on 100% cost recovery. The Health Insurance Organization is an independent public
organization under the authority of the MOHP. It provides compulsory insurance to formal sector
workers, widows and pensioners, school children and newborns. It is funded mainly from insurance
premiums and co-payments, and it covers 55% of the population. However, less than half of the
insured are really benefiting from the insurance scheme [21].

Figure 1 depicts the percentage of delivery in a Health Facility by wealth quintiles in 2008. As
evident from the figure, there are large disparities in healthcare utilization across wealth quintiles. For
example, women in the richest quintile are more than twice as likely as women in the poorest quintile
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to deliver in a health facility. Based on a survey, 70 percent of poor households mentioned financial

cost as a significant impediment to healthcare [2].
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Figure 1. Delivery in a health facility by wealth quintiles in 2008. Source: Egypt

Demographic and Health Survey [22].

Despite subsidization, statistics show that the utilization of MOHP outpatient facilities is very low.

The most striking fact about the choice of a healthcare provider is the high use of private healthcare

among the poor. Figure 2 displays the choice of a provider for outpatient care by income quintiles. The

private sector dominates the provision of outpatient care even among the poor. For households in the

poorest quintile, 15% of all outpatient visits occurred in MOHP outpatient facilities, while 70% occurred

in the private sector. The utilization of MOHP outpatient facilities steadily decreases with income. A

similar pattern is observed for inpatient care (Figure 3). The utilization of MOHP inpatient facilities is

more frequent than MOHP outpatient facilities, which is likely due to the high fees associated with

inpatient care at private facilities. Private sector is the preferred provider for inpatient care for the

wealthiest quintile and even for the insured patients if they can afford it.
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Figure 3. Inpatient care provider by income quintile. Source: Egypt National Health
Accounts [23].

It is difficult to run a BIA using data on quasi-governmental organizations, as they raise funds from
several sources, and it is not possible to identify the subsidized patients from the non-subsidized ones.
Consequently, in this study, BIA is limited to public health providers, both MOHP and University
hospital, as both mainly get funding from the general tax revenue, and both constitute the biggest
public health providers in Egypt in terms of coverage.

Private for-profit-health providers and other non-profit organizations that are not subsidized
from the government revenue are not taken into account. Three categories of healthcare services are
explored in the BIA: ambulatory visits to MOHP, hospital stays in MOHP, and hospital stays
in University Hospitals.

4. Data

The main data set of this paper is the Egyptian Demographic and Health Survey (EDHS). The
EDHS is a micro data survey implemented in 2008 and covers a nationally representative sample of
12,008 individuals. The survey collects a wide range of vital information on health related behavior, as
well as corresponding economic and socio-demographic variables. Of particular importance, the EDHS
includes information on outpatient visits to healthcare providers, hospital stays, and health expense
incurred [22]. The survey distinguishes between public and private care and collects information on the
level of household ownership, which is used to construct a measure of living standard based on the
principal component analysis.

To conduct a BIA, we need the amount of public spending on each type of healthcare service for
which utilization data are available on the survey. Data on public spending on healthcare are computed
from the Egyptian National Health Accounts [23] (Table 1)*.

3 Unit cost is assumed to be the same for a given type of service. Additionally, due to data limitations, variations in the

quality of health care services across regions are not captured in the analysis.
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Table 1. Public health spending, in Egyptian Pounds, for the year 2008.

Health Provider Public Expenditure Out of Pocket Payments Unit Cost
MOHP Hospitals 3,819,458,728,00 288,049,928,00 281
University Hospitals 2,638,095,984,00 294,610,573,00 536
Outpatient care 2,180,591,664,00 527,439,388,00 60

Source: Egyptian National Health Accounts [23].

Conducting the BIA requires a health survey that has information on the utilization of the entire
population of all types of healthcare, and all types of health facilities. In general, the standard
Demographic and Health Survey (DHS) questionnaire cannot be used in conducting a BIA, as it does
not gather enough information on health care utilization, or on the expenses incurred as it is too partial [24].
However, EDHS for the year 2008, has a special feature that makes it unique. It collects information
on different types of health care utilization prior to the interview and on expenses households may
have incurred for health services [22]. Consequently, the paper has greatly benefited from this
exceptional round, and performed the BIA for Egypt using this special round. Given what has been
stated, it would be obvious now why the current study has used the EDHS round for the year 2008,
instead of using the most recent round of 2014.

5. Methodology: Benefit Incidence Analysis

To determine whether public healthcare spending in Egypt is pro-poor or pro-rich, we use the BIA*.
The BIA is a commonly used accounting procedure, which helps determine the share of the different
recipients in the healthcare expenditure provided by the government.

The first step of the BIA is estimation of the service-specific subsidy received by a patient which is
calculated as in Equation (1).

Ski = qkiCkj — fri (1)
where q;; is the quantity of health service k utilized by patient i. f;; is the fee paid for service k by
patient i. ¢; is the cost per unit of health service k at region j. Unit cost is calculated by dividing total
spending on service k by the weighted quantity of utilization provided in the survey as in Equation (2).

Sk + F
_ 2k T Tk )
2 ki

where S, and F, are the sum of government subsidies and out of pocket payments on service k

Ck

respectively divided by the aggregate utilization ), qy;.
The total amount of the subsidy received by patient i is calculated as in Equation (3).

S; = zk: o (QriCrj — fri) (3)

oy, standardizes the recall period across different types of healthcare services. It is an equal one if the
recall period is one year and equals 13 for a four-week recall period.

4 For a more technical discussion of the BIA and its associated assumptions see Wagstaft [10].
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After estimating the total amount of the subsidy received by each individual in the sample, the next
step is to examine the distribution of the subsidy across the different income quintiles. A concentration
index is used to determine whether the subsidization of healthcare is pro-poor or pro-rich. The
concentration index (CI) is a quantification of the degree of economic related inequality in the variable
of interest. A positive CI indicates pro-rich distribution of subsidies, and a negative CI reflects
pro-poor distribution. The higher the absolute value of the CI, the greater is the degree of concentration
of subsidies among the economic group. CI of subsidies could get more pro-poor either due to low
utilization of public health facilities by the rich or higher concentration of user fees among the rich.
The Cl is calculated as in Equation (4):

CI =E Cov (S,W) 4)

In Equation (4), S is the amount of the subsidy received by individual i and y is its mean, while W
is a measure of living standard. The concentration index depends on the covariance between the
amount of the subsidy received and its association with the measure of living standard. In addition to
the CI, the concentration curve is used to illustrate the share of subsidies received by cumulative
proportions of individuals in the population across the income distribution.

The CI and the concentration curve are powerful tools for assessing the distribution of health sector
subsidies. However, visual inspection of concentration curve is not sufficient to conclude whether the
subsidies are pro-poor or pro-rich. A formal test of statistical dominance is necessary to definitively
conclude whether health sector subsidies benefit the poor more or not. According to the concentration
curve dominance test, the concentration curve for outpatient care is statistically pro-poor if at least one
quintile point at which the concentration curve for outpatient care lies significantly above the 45 degree
line, and there is no quintile point at which the 45 degree line lies above the concentration curve [8].

In addition to the concentration curve dominance test, Kakwani’s progressivity index is also used as
a robustness check. This index evaluates whether the health sector subsidies reduce inequality (weak
progressivity) by comparing income distribution to subsidies’ distribution. It is equal to the difference
between the subsidies concentration index and the Gini index, and it ranges between —2 and 1. Data for
the Gini coefficient and income shares are obtained from the World Development Indicators issued by
the World Bank. All analyses and estimations are population weighted using the sampling weights
provided in the survey.

6. Results

Table 2 reports the average subsidy received by each wealth quintile for inpatient admission at
University hospitals, outpatient visit to MOHP, and hospital stays at MOHP, respectively. The table
also displays the share of each wealth quintile in the public subsidies in relative terms, as well as
results of the different tests of dominance.

Results show that subsidies for University hospitals increase with wealth level. The fourth wealth
quintile is benefiting six times higher than the poorest wealth quintile. On the contrary, public subsidies
for ambulatory care in MOHP and inpatient care in MOHP hospitals are inversely related to wealth level.

Households at the poorest wealth quintile receive 40% of the public subsidies associated with
ambulatory care, while households at the richest quintile receive 16% of these subsidies. A similar
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pattern is observed for inpatient care at MOHP hospitals. For University hospitals, the poorest quintile
receives only 11% of the public subsidies, while the fourth quintile alone receives 67% of the subsidies.

Table 2. Distribution of healthcare subsidies in Egyptian pounds.

Income University MOHP MOHP Total
Hospitals Outpatient Inpatient Subsidies
Mean subsidy
Lowest quintile 5153 20.05 35.94 103.81 159.60
(20.05) (5.58) (38.82) (43.97)
Poorest 40% 7216 5.95 34.22 52.32 92.33
(5.95) (4.42) (23.99) (25.51)
Poorest 60% 9086 12.28 32.06 44.64 88.91
(7.60) (4.23) (20.41) (22.55)
Poorest 80% 11,687 121.09 22.14 16.61 159.75
(69.35) (3.57) (12.38) (70.50)
Highest quintile 22,341 19.77 24.23 42.09 86.01
19.77) (4.81) (20.54) (28.98)
Total 11,192 35.82 29.72 51.87 117.30
(15.10) (2.04) (11.09) (18.87)
Shares (%)
Lowest quintile 9.3 11.2 24.1 40 27.2
(10.92) (3.19) (10.86) (6.70)
Poorest 40% 13 33 23.0 20.2 15.8
(3.50) (2.73) (8.36) (4.41)
Poorest 60% 16.4 6.9 21.6 17.2 15.2
(4.89) (2.64) (7.36) (4.04)
Poorest 80% 21 67.6 14.9 6.4 27.2
(16.84) (2.28) (4.66) (9.23)
Highest quintile 40.3 11.0 16.3 16.2 14.7
(10.81) (2.90) (7.39) (4.79)
Total 100 100 100 100 100
Test of Dominance
Against 45 degree line None None None None
Against Income distribution None D- D+ D+
Concentration Index 0.3182 —0.1051 —0.2168 —0.0252
(0.15) (0.04) (0.12) (0.09)
Kakwani Index 0.1 —0.309 —0.51 —0.31

Note: Total refers to overall subsidies, standard errors are in parenthesis. None indicates that the
concentration curve is indistinguishable from the 45 degree line or Lorenz curve. D— and D+ indicate that the
concentration curve is significantly distinguishable from the compared distribution.

Table 2 shows a positive CI for University hospitals, which suggests that subsidies associated with
University hospitals are strongly concentrated among the rich. This result was further confirmed by the
positive sign of the Kakwani index for inpatient admission at University hospitals. This indicates that
subsidies associated with hospital care at University hospitals increased the income gap between the
rich and the poor.
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On the other hand, the concentration indices for outpatient visits and inpatient care at MOHP are
both negative, indicating that the public subsidies for these healthcare services are pro-poor. Overall,
health sector subsidies seem slightly pro-poor, as the CI of total subsidies is almost equal to zero.
Results of the Kakwani indices for outpatient visits and inpatient care at MOHP are both negative,
which are in line with the results of the CI. This indicates that subsidies associated with the MOHP, for
outpatient and inpatient visits, reduce the income gap between the poor and the rich.

Results of the dominance tests, conducted to investigate whether health sector subsidies are
significantly pro-poor at the 5% significance level, fail to reject the null hypothesis that the concentration
curves are indistinguishable from the line of equality. This indicates that public healthcare subsidies
are not pro-poor. However, testing the concentration curves against the income distribution shows
that the concentration curves for outpatient and inpatient care at the MOHP dominate the income
distribution curve. This suggests that subsidies associated with the MOHP are inequality-reducing
(weakly progressive).

Figure 4 depicts the concentration curves for health sector subsidies and shows that the
concentration curves for outpatient and inpatient care at MOHP are lying above the line of equality,
which means that the poor benefits more from public subsidies than the rich. In contrast, the concentration
curve for university hospitals lies below the line of equality, which indicates that the rich households
benefit more from the public subsidies for university hospitals. The concentration curve for total public
healthcare subsidies is slightly above the 45 degree line for the first two quintiles and, as we move
farther, it is almost on the top of the 45 degree line.

120

—#— Lorenz Curve

—— University Hospitals
MOHP outpatient care

—#~— MOHP Inpatient Care

—e— Total Subsidies

Cummulative % of subsidies

—o— Line of equality

0 20 40 60 80 100 120

Cummulative % of population, ranked from poorest to richest

Figure 4. Concentration curves for health sector subsidies.
7. Discussion and Policy Implications

Egypt has been adopting a subsidized healthcare system for decades. This paper examined whether
public healthcare subsidies in Egypt are pro-poor or pro-rich. Results show that public subsidies to
healthcare services in Egypt are not pro-poor, meaning that subsidies tend to benefit wealthier groups
more than the poorer groups. Under less restrictive assumption, in which the distribution of subsidies is
compared to income distribution, the BIA showed that subsidies associated with the MOHP have
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inequality-reducing effect (weakly progressive). University hospitals’ subsidies are mainly benefiting
the rich and did not contribute to closing the income gap.

Previous studies have documented a number of access constraints which contribute to inequities in
the distribution of health service benefits. These include long queues, long waiting hours, and
inadequate staff and equipment in healthcare facilities especially in rural areas [15,25,26].

Geographical access is a major challenge, particularly for rural populations. This could explain why
subsidies associated with University hospitals in Egypt are pro-rich. The poor are more likely to live in
rural communities, while University hospitals are in urban areas. In addition, University hospitals
require some sort of user fees and the poor are most affected by high user fees. This implies that user
fees would reduce access to health-care more for the poor than for the better off. Therefore, the burden
of user fees and transportation costs could be among the primary reasons for the inequitable distribution
of the University hospitals’ subsidies in Egypt. Red tape and long waiting lists for many healthcare
services especially surgeries, medical exams and hospitalization have also been reported as major
access barriers by the poor. The seventh round of the Egyptian Family Observatory Survey revealed
that only 25% of households who are covered by public health insurance are benefiting from it due to
low quality services and excessive red tape. Statistics from Egypt National Health Accounts show that
in 2008, only 8.1% and 21% of the insured individuals use Health Insurance Organization (HIO)
facilities for outpatient and inpatient healthcare. Insured individuals reported several reasons for not
using HIO facilities: distance was cited by 18% of the individuals, 35 percent cited the long waiting
time, and 44 percent cited lower-quality services [23].

To ensure an equitable distribution of health service benefits, poverty reduction policies should
tackle the access constraints that affect the distribution of benefits. One policy measure for improving
the distribution of subsidies is targeting health subsidies more toward illness associated with poverty.
For instances, poor housing, poor nutrition, and lack of sanitation are associated with certain types of
diseases. The government could link subsidies to these types of diseases. We recommend re-engineering
the allocation of health sector subsidies toward healthcare services and facilities that are mostly used
by the poor households. Another policy option is reducing the user fees associated with University
hospitals, especially for the poor, and redirecting subsidies from University hospitals to MOHP
facilities, which are the main source of healthcare services for the poor and rural residents.

Addressing the problems associated with the HIO facilities, and improving the quality of the
provided services could also be an essential step to achieve an equitable distribution of public
healthcare subsidies and increase the usage of HIO facilities. This has to be supplemented with
improved focus on primary care and immunization, especially in rural and remote communities, in
which the Non-Governmental Organizations (NGOs) and the private sector could play a vital role. In a
review of the contracting experiences in 10 low-income countries, Loevinsohn and Harding [27] found
that contracting with NGOs and the private sector to deliver healthcare or nutrition services was in
general effective. Contractors, both NGOs and private healthcare providers, are more efficient than
government agencies in terms of quality and coverage of the provided healthcare services and were
more cost-effective. There is substantial empirical evidence that contracting increases accessibility,
utilization level and coverage of healthcare services [28]. Levin and Kaddar [29] conducted a literature
review on the role of the private sector in the provision of immunization services in low-and
middle-income countries. They found that in low-income countries, the private for-profit sector is
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contributing to immunization service delivery and helping to extend access to traditional vaccines.
In middle-income countries, the private for-profit sector facilitates early adopted new vaccines and
technologies before introduction and generalization by the public sector. They also found that the
not-for-profit sector plays an important role in extending access to traditional Expanded Program on
Immunization (EPI) vaccines in low-income countries especially in rural and remote areas.

The current study has some limitations that warrant acknowledgment. First, the cross sectional
nature of the used survey limits the ability to infer causality and to examine how the equity aspects of
public subsidies evolve over time. The availability of longitudinal data in the future would stimulate
further research to study the dynamics of the problem under investigation which will help design more
effective policies to tackle it. Second, there could be other confounding factors that affect the benefit
incidence of public health subsidies which we did not control for such as differences in geographical
access to healthcare facilities, variations in the quality of healthcare services across communities, and
patient satisfaction.

Poverty reduction measures and healthcare reforms in Egypt should not only focus on expanding
the coverage but also on improving the equity of distribution of healthcare benefits.

8. Conclusions

We found robust evidence that in Egypt, public healthcare subsidies associated with University
hospitals are pro-rich and have inequality increasing effect, while subsidies associated with outpatient
and inpatient care provided by the MOHP have not been pro-poor but have inequality reducing effect
(weakly progressive). While it is widely perceived that the poor benefit the most from the health
subsidies, the findings of this study refute this hypothesis in the case of Egypt. Poverty reduction
measures and healthcare reforms in Egypt should not only focus on expanding the coverage of
healthcare benefits but also on improving the equity of its distribution. Addressing the problems
associated with HIO facilities, improving the quality of the provided services, and contracting with
NGOs and the private sector to deliver healthcare or nutrition services, especially in rural and remote
areas, could also be a promising policy option.
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