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Abstract. The objective of this study was to estimate household costs (direct medi-
cal, direct non-medical and opportunity costs) associated with outpatient consul-
tations and inpatient admissions at three tertiary hospitals in Lao PDR (national, 
university and regional hospitals).  Revolving drug funds are the main sources of 
revenue for the facilities. We used outpatient exit interviews and interviews with 
discharged inpatients to obtain data. A total of 280 outpatients and 149 patients 
discharged from internal medicine wards were interviewed. The average cost for 
the outpatient services was USD16.0 per patient.  Direct medical costs accounted 
for more than half the amount. Patient interviews revealed it was common for the 
hospital to require patients to come back the following day to obtain the results 
of ancillary services which will result in higher transportation and opportunity 
costs to the patient. The average cost for inpatient admission was USD292; this 
ranged from USD118 (regional hospital) to USD407 (national hospital). Direct 
medical costs accounted for 60% and 35% at those two facilities, respectively. 
Revolving drug funds as a provider payment method at tertiary hospitals were 
regressive. An uninsured patient faced higher outpatient costs than an insured 
patient. With the limited number of people currently insured in Lao PDR (8% of 
the total population in 2009), these results suggest the need to rapidly scale up 
effective risk protection schemes. 
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INTRODUCTION

The oil crises during the 1970s and 
subsequent imposition of structural ad-
justment in developing countries led to a 
curb in government spending. In 1987, an 

influential World Bank report of financing 
of health services, strongly advocated the 
introduction of user fees in developing 
countries (Akin et al, 1987).  Public health 
care that was historically provided for 
free became suddenly subjected to user 
fees. Out-of-pocket expenditures that are 
incurred at the moment of health care 
utilization in the form of user fees are 
highly regressive (Gilson and McIntyre, 
2005) and are a major cause of (further) 



Southeast Asian J Trop Med Public Health

1522 Vol  43  No. 6  November  2012

impoverishment (McIntyre et al, 2006).
Access to effective health care was 

curtailed due to lack of consumables, in-
cluding medicine. Consequently, the UNI-
CEF/WHO Bamako Initiative endorsed 
in 1988, aimed to ensure a constant avail-
ability of essential medicines to enable 
affordable access to health care services 
(Uzochukwu et al, 2002). The approach 
forwarded by the Bamako Initiative be-
came known as Revolving Drug Fund 
(RDF) schemes, whereby drugs are sold 
with a profit margin to enable further drug 
purchases by taking into account, among 
others, costs for transport, inflation and 
expired drugs (Chukwuani et al, 2006). 

This concept was introduced in the 
Lao PDR where the shift from planned 
to market economy in the late 1980s 
necessitated the introduction of RDF 
mechanisms to raise revenue.  In 1996, 
user fees were officially introduced with 
the application of Decree 52 and by 1997 
the National Guidelines for RDF were 
formulated (Pholsena and Thomé, 2009).  
The latter allowed drugs to be sold at 25% 
above purchase prices and also specified 
the clinical pathway to be followed by 
patients (Ministry of Health, 1997). An ini-
tial report from the provider perspective 
from Vientiane Capital reported financial 
success with the RDF initiative at health 
centers (107% cost recovery) and district 
hospitals (108% cost-recovery) (Murakami 
et al, 2001).  Stock-outs of medicines 
were only about 6%. However, patients 
complained about the associated lengthy 
and complex procedures for registration, 
medical procedures and payment (Pa-
phassarang et al, 2002).

This study assesses the patient path-
way for using medical services at ter-
tiary hospitals in Lao PDR and associated 
household cost for outpatient consulta-

tions and inpatient admissions in order 
to inform policy makers and international 
audiences how to improve financial access 
to tertiary medical services, in particular, 
and public health services, in general, in 
a resource limited situation. 
Background

Lao PDR has a population of 5.9 mil-
lion people, is a landlocked low-income 
country in Southeast Asia with a per 
capita GDP of USD630 and an economy 
that grew at 7.1% on average during 2003-
2007 (World Bank, 2008). The population 
density is 24 people per km2 (Epprecht 
et al, 2008). It is a one-party state governed 
along Marxist-Leninist philosophy with 
neo-liberal economic reforms being in-
troduced in 1986 (Stuart-Fox, 2005). The 
economy consists for about 50% of sub-
sistence farming, while hydroelectricity, 
mining, tourism and garment manufac-
turing are of growing importance (World 
Bank, 2008).

Life expectancy at birth in 2005 was 
64 years, under five mortality 98 per 1,000 
live births and maternal mortality 405 per 
100,000 live births (WHO, 2005). In 2005, 
34.7% of the population lived below the 
poverty line (40% of the rural population, 
19.8% urban) and 73% resided in rural 
areas (GRID, 2006). The average monthly 
per capita expenditure was Lao Kip 
140,721 (USD13.4) in 2005 (Epprecht et al, 
2008). The country has 17 provinces with 
140 districts of which 47 are considered 
poor and requiring priority (Epprecht et al, 
2008). The majority of the poor are ethnic 
minorities who live in remote mountain-
ous areas (Epprecht et al, 2008).

Total health expenditure was USD36 
per capita in 2009 of which 61% was paid 
by households, 16% by donors, 19% by the 
government of Lao PDR and the remain-
der by insurances (WHO, 2012). The most 
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recent Lao expenditure and consumption 
survey noted that user fees played an 
increasingly prominent role in financing 
public health services, that government 
health spending was not related to factors 
such as poverty or health needs and that 
it was biased towards central level while 
resources at district level are extremely 
limited (World Bank, IMF, ADB, EC, 2007). 
The meagre public subsidies available for 
health services favor the upper income 
quintiles, whereby the richest quintile 
got 27% and the poorest 13% of these re-
sources (World Bank, IMF, ADB, EC, 2007). 

Government health facilities cur-
rently include 4 central hospitals, 3 spe-
cialized hospitals, 5 regional hospitals, 13 
provincial hospitals, 127 district hospitals 
and 750 health centers (Pholsena and 
Thomé, 2009). In 2002 there were about 
2000 licensed private pharmacies and 260 
clinics, mainly located in urban centers, as 
well as unlicensed drug retailers. Also in 
2002, central hospitals received 17-25% of 
recurrent costs from the government (of 
which 76-94% was salaries for staff) and 
regional hospitals 25-52% (83-93% for 
salaries), the rest was derived from the 
revolving drug fund (Derché et al, 2004, 
unpublished document).

There are currently 4 schemes for 
health insurance covering about 8% of 
the total population in 2009 (Tangcha-
roensathien et al, 2011). First, the scheme 
for civil servants, which is part of a wider 
package of social welfare benefits for all 
civil servants since the revolution in 1975. 
It underwent reforms in 2006, whereby a 
limited fee-for-service reimbursement sys-
tem for health care costs for insured (about 
20% of incurred health care costs are re-
imbursed) was gradually being replaced 
by a capitation payment to providers. 
Second, Social Health Insurance under 
the Social Security Organisation (SSO), 

the Ministry of Labor and Social Welfare 
was introduced in 2002. It is a mandatory 
contribution scheme for all employees of 
private enterprises with at least ten sala-
ried workers. However, due to the small 
number of formal private employees, 
the scheme has very limited population 
coverage. Third, community-based health 
insurance was launched by the Ministry 
of Health in 2002 for non-poor families 
on a voluntary basis. The fourth is a 
scheme to protect the poor with health 
equity funds-third party mechanisms that 
reimburse contracted health care provid-
ers for services rendered to eligible poor 
to enable them to access fee-free health 
care (Noirhomme et al, 2007). All insured 
people using any health insurance scheme 
can get free medicines from the revolving 
drug funds of the contracted healthcare fa-
cilities according to medicine availability.   

MATERIALS AND METHODS

Three tertiary hospitals were purpo-
sively selected for this study: a 450-bed 
national referral hospital (Mahosot), a 175-
bed university teaching hospital (Sethathi-
rath) and a regional hospital outside the 
capital (Savannakhet) with 200 beds. Due 
to the limited number of insured people, 
these three tertiary hospitals have a com-
bination of patients who are covered by 
health insurance and those who are not. 

Costs associated with hospital con-
sultations or admissions are from the 
household perspective and made up of:  
1) direct medical costs – medicines (which 
are managed by the revolving drug funds 
of the health facilities), ancillary services 
and other fees; 2) direct non-medical costs 
– transport and food for patients and their 
caretakers; 3) indirect costs – the imputed 
opportunity costs from not being able to 
perform paid or other non-paid work by 
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the patients and their caretakers. 
In order to estimate the financial 

burden of hospital admissions to house-
holds, two main assumptions were made: 
1) household income equals daily patient 
income multiplied by 30 days a month, 
for 12 months a year by two adult income 
earners out of five members in a house-
hold. This was based on information from 
the Lao Statistical Report 2009 which 
found an average of 5.6 members per 
family for the country, two of whom were 
breadwinners; 2) there was one admission 
per household at the time of the survey.

In October 2008, researchers from the 
National Institute of Public Health and 
the International Health Policy Program 
visited the outpatient department and 
internal medicine ward of the national 
hospital to observe patient pathways and 
interview medical doctors and nurses on 
the wards for additional information with 
the objective of designing survey tools. 
Patients admitted to an internal medicine 
ward were selected because they were 
the most likely patients to participate in 
the study. They were also more likely to 
represent a typical case of hospitalization, 
unlike a severe case in the intensive care 
unit.  

Two tools were used for the study. 
Tool 1, outpatient exit interviews. Exit 
interviews were conducted with 100 ran-
domly selected outpatients (OP) or their 
caregivers per hospital. Variables assessed 
included distance of residence from the 
hospital, direct medical cost, direct non-
medical cost, total time lost from their 
routine income generating activities dur-
ing hospital consultation, their monthly 
income and insurance status. Cases were 
randomly selected in front of the pharma-
cy unit. For caregivers, information was 
gathered regarding the number of people 

accompanying the patient, their occupa-
tion, daily income, total days or hours 
absent from income generating activities 
due to looking after the patient. Tool 2, 
inpatient exit interview. Exit interviews 
were conducted among 50 inpatients (IP) 
at the internal medicine department of 
each hospital upon discharge.  During 
the discharge process, each patient was 
interviewed by a trained nurse in the 
inpatient ward before leaving the hos-
pital. Assessed variables were similar to 
those for the OP exit interviews but also 
included length of stay. This study part 
was conducted on inpatients who paid 
their own bills since insured patients do 
not know their medical costs because the 
bill is submitted directly to the insurance 
unit of the hospital. 

Quantitative data were entered into 
an Excel sheet and analysed using the 
same program. 

RESULTS
Systems analysis: patient pathway

The patient pathways for outpatient 
and ancillary services at the 3 study hos-
pitals are shown in Fig 1.  

Outpatients initially had to go to the 
reception for registration, followed by 
payment at the cashier, vital sign measure-
ment, (waiting for) consultation with the 
physician, paying for drugs and/or ancil-
lary tests, and finished by taking medicines 
from the pharmacy or by leaving the facil-
ity to return the following day if there was 
an appointment.  For ancillary services, 
patients usually had to wait until the next 
day for the results of laboratory tests and 
other ancillary services.  If the concerned 
ancillary service was relatively compli-
cated to perform or there was a long queue, 
patients had to make an appointment and 
come back for results another day. 
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Patients covered by health insurance 
were required to report to the Health In-
surance Unit to show their insurance ID 
card and for verification by staff of the 
Health Insurance Unit.    

The patient pathway for admissions 
was similar to OP. Outpatients were 
requested by doctors to be hospitalized 
from the OP department and proceed to 
the respective ward for investigation and 
treatment. In spite of this simple pathway, 
investigations and treatments may be 
complicated, depending on the number 
required, the condition and its severity. 
Inpatients are required to pay on a daily 
basis, the respective amount varying ac-
cording to the prescribed treatments and 
investigations. 

Costs associated with outpatient consul-
tations

Exit interviews were conducted 
among 280 outpatients at the three hos-
pitals. Table 1 shows their characteristics 
and indirect costs incurred. The overall 
insurance coverage is 8% for the total 
population of Lao PDR, but many of the 
out patients in this study had insurance 
(100 insured patients out of a total of 280). 
The average age of the 280 cases was 31.6 
years and the mean income was 23,314 Kip 
(USD2.7) per day (1 USD=8,500 Kip).  The 
patient’s spent an average of more than 
half a day (0.61 day), including travelling, 
in order to seek care at the hospital as an 
outpatient.  On average, the indirect costs 
of lost earnings for this visit were 12,549 

Fig 1–The patient pathways at the 3 study hospitals.
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Table 1
Characteristics of cases and indirect costs of outpatient consultations (in Kip).

Hospital	 Insurance	 Cases	 Mean 	 Mean	 Time 	 Patient 	 No. of 	 Total	 Mean
			   age	  daily	 lost	 income 	 care-	 caretaker	 indirect
			   (yrs)	 income	 (days)	 lost	 takers	   income lost	 cost

National	 OOP	 65	 33.1	 17,941	 0.98	 13,765	 1.05	 23,187	 36,953
	 Ins	 35	 37.6	 23,450	 0.42	 8,966	 0.49	 12,756	 21,722
	 All	 100	 34.7	 19,869	 0.78	 12,086	 0.85	 19,536	 31,622
 	 	 	 	 	 	      38%	 	  62%	 100%
University	 OOP	 52	 24.1	 21,506	 0.75	 22,406	 0.92	 31,060	 53,467
	 Ins	 50	 29.8	 26,455	 0.48	 9,273	 0.58	 3,832	 13,104
	 All	 102	 26.9	 23,932	 0.62	 15,968	 0.75	 17,713	 33,681
 	 	 	 	 	 	      47%	 	  53%	 100%
Regional	 OOP	 63	 33.2	 22,354	 0.39	 7,359	 1.16	 18,762	 26,121
	 Ins	 15	 37.4	 46,106	 0.30	 14,176	 0.73	 4,502	 18,677
	 All	 78	 34.0	 26,922	 0.37	 8,670	 1.08	 16,020	 24,690
 	 	 	 	 	 	      35%	 	  65%	 100%
3 Hospitals	 OOP	 180	 30.5	 20,516	 0.71	 14,019	 1.05	 23,913	 37,933
	 Ins	 100	 33.7	 28,351	 0.43	 9,901	 0.57	 7,056	 16,956
	 All	 280	 31.6	 23,314	 0.61	 12,549	 0.88	 17,893	 30,441
 	 	 	 	 	 	      41%	 	  59%	 100%

Ins, insured; OOP, pays out-of-pocket

Kip and 17,893 Kip for patients and their 
caretakers, respectively.  The average total 
indirect cost was 30,441 Kip for seeking 
outpatient services.  Indirect costs for pa-
tients seeking care from the national and 
university hospitals were much higher 
than those at the regional hospital. The 
indirect cost incurred by patients not cov-
ered by health insurance was much higher 
(14,019 Kip) than those covered by health 
insurance (9,901 Kip).  

Table 2 shows the direct medical and 
non-medical costs for outpatient consul-
tations. Direct medical costs comprised 
65% of the total while direct non-medical 
costs comprised 35% of the total costs. 
At all levels of care, direct medical costs, 
non-medical costs and the total costs to the 
patient not covered by insurance schemes 

were more expensive (at least two times 
higher) than for patients covered by health 
insurance.

The costs of medicines and ancillary 
costs in the insured group averaged 31,831 
Kip and 6,300 Kip, respectively, and were 
fully absorbed by the health insurance 
schemes; these beneficiaries only paid 
for other fees (such as registration fees), 
transport and food. The significantly 
lower medical and ancillary costs among 
the insured group than the OOP group 
clearly indicates there is either supplier 
induced demand for the uninsured group 
or under-servicing for the insured group. 
This hypothesis may be further evaluated 
with a better study design. There are dif-
ferent financial incentives for the differ-
ent provider payment methods for each 



Healthcare Seeking in Lao PDR

Vol  43  No. 6  November  2012 1527

Table 2
Direct medical and non-medical costs for outpatient consultations (in Kip).

Hospital	 Insurance	 No. of 	 Medicines	 Ancillary 	 Other	 Medical 	 Transport	 Food	 Non-medical	 Total 
		  cases		  costs	 fees	 costs	 costs		  costs	 costs
	
National	 OOP	 65	 35,508	 25,629	 7,015	 68,152	 39,308	 8,231	 47,538	 115,691
	 Ins	 35	 30,594	 0	 2,429	 33,023	 10,343	 1,771	 12,114	 45,137
	 All	 100	 33,788	 16,659	 5,410	 55,857	 29,170	 5,970	 35,140	 90,997
 	 	 	 	 	 	      61%	 	 	   39%	 100%
University	 OOP	 52	 53,692	 34,596	 14,385	 102,673	 39,925	 5,250	 45,175	 147,848
	 Ins	 50	 32,686	 9,400	 3,700	 45,786	 16,784	 460	 17,244	 63,030
	 All	 102	 43,395	 22,245	 9,147	 74,787	 28,581	 2,902	 31,483	 106,271
 	 	 	 	 	 	      70%	 	 	   30%	 100%
Regional 	 OOP	 63	 42,714	 28,333	 11,571	 82,619	 45,212	 6,873	 52,085	 134,704
	 Ins	 15	 31,867	 10,667	 1,600	 44,133	 16,760	 6,933	 23,693	 67,827
	 All	 78	 40,628	 24,936	 9,654	 75,218	 39,741	 6,885	 46,625	 121,843
 	 	 	 	 	 	      62%	 	 	   38%	 100%
3 Hospitals	 OOP	 180	 43,283	 29,166	 10,739	 83,188	 41,553	 6,894	 48,447	 131,635
	 Ins	 100	 31,831	 6,300	 2,940	 41,071	 14,526	 1,890	 16,416	 57,487
	 All	 280	 39,193	 21,000	 7,954	 68,146	 31,900	 5,107	 37,007	 105,154
 	 	 	 	 	 	      65%	 	 	   35%	 100%

Ins, insured; OOP, pays out-of-pocket

health insurance scheme. For example, 
the health insurance schemes in Lao PDR 
mainly apply the capitation model while 
the uninsured group is charged as fee for 
service.

Significantly higher non-medical 
cost were observed among the uninsured 
group (48,447 Kip) than among insured 
patients (16,416 Kip), and were mostly 
attributable to transport costs. Insured 
patients, who are mostly formal workers, 
have better access to tertiary care hospitals 
than uninsured patients, who work in the 
informal sector and may live far from the 
hospital, requiring longer travel to access 
tertiary care. 

The total costs to the household are 
shown in Table 3. Cost proportions and 
total costs varied slightly amongst the 3 
study hospitals (USD14 to 17 per visit).  
An outpatient consultation consumed 

on average 19% of the patients reported 
monthly income, ranging from 18% at 
the regional hospital to 21% at the central 
level and from 9% for insured to 28% for 
uninsured. The insured patients did not 
have to pay for medicines and ancillary 
costs while uninsured patients had to 
pay the total amount themselves, which 
is catastrophic (when measured by more 
than 10% of their household income or 
consumption expenditure). The direct 
medical costs alone could lead to cata-
strophic health expenditure for uninsured 
patients (14% of patient monthly income).
Costs associated with hospitalization

Table 4 shows the characteristics of 
the 149 studied inpatients (56 at the Na-
tional, 55 at the University, and 38 at the 
Regional Hospital). None of the studied  
inpatients had health insurance. All of 
them paid medical costs out of pocket. 
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The mean age was 40 years. More women 
than men were interviewed (90 females, 
59 males). The mean length of stay (LOS) 
was 4.1 days at the Regional Hospital 
compared to 6.4 days at the National and 
5.5 days at the University Hospital. The 
average numbers of caretakers per inpa-
tient was 1.5. 

Patients admitted to the national 
hospital reported the highest daily income 
(82,522 Kip/day), followed by those at 
the university hospital (24,637) and the 
regional hospital (3,096).  Male inpatients 
reported a higher income than women 
at the hospitals in the capital while the 
opposite was observed at the regional 
hospital. Opportunity costs associated 
with those admissions included income 
lost by patients and their caretakers which 
averaged 957,723 Kip (USD113), mostly 
attributed to patient income loss (63%), 
and caretaker income loss (37%). There 
was no consistent pattern across the three 
hospitals, the share of the caretakers was 
71% at the regional hospital and 27% at 
the national hospital. 

On average, the direct medical and 
non-medical costs were 1.5 million Kip 
(USD176) per admission, ranging from 
839,000 (USD99) to 1.8 million (USD212) 
Kip at the regional and national hospital, 
respectively (Table 5). Of these direct 
costs, medical cost comprised 66% and 
non-medical costs comprised 34%, though 
some variations across hospitals were 
observed.  Of the direct medical cost, 
medicines by the RDF were the major por-
tion. There were no differences by gender. 
Non-medical expenditure on food was 
larger than transport.  

Total cost as a percent of household 
annual income at the national and uni-
versity hospitals were not as high as 
the regional hospital (30% of the annual 

household income, 44% for households 
having men admitted and 27% for house-
holds having women admitted) (Table 6).  
This high proportion of annual income 
is probably due to the low estimate of 
reported annual income per household 
(USD393). Among the three hospitals, the 
average cost for hospitalization was 6% of 
the total annual household income.  

DISCUSSION

Patients normally spent more than 
half a day at the out-patient department 
to have a consultation lasting 6-8 minutes. 
Direct costs for transportation and oppor-
tunity costs will be higher for patients and 
their caretakers who are required to return 
to the hospital for test; the total cost can-
not be accurately estimated in this group 
of patients.  

The total household costs for an OPD 
consultation amounted to USD16 with 
little variation among hospitals. This is 
a relatively high figure with drugs ac-
counting for 50% and non-medical direct 
costs for 27%. The large expenditure on 
medicines is due to the limited funding 
provided by the government to the health 
sector in general and for hospitals in 
particular. Consequently, our minimum 
estimation of an outpatient consultation 
at a Lao tertiary hospital consumed up 
to 19% of the patients’ reported monthly 
household income. Uninsured patients 
paid costs averaging 28% of their reported 
income.  

The survey of IPD patients captured 
all aspects of treatment, including that 
prior to hospitalization. Studied inpatient 
cases at the regional hospital were consid-
erably younger (24.7 years) than those at 
the university and national hospitals (42-
47 years). Consequently they reported a 
much lower daily income (USD0.36) than 
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cases at the university hospital (USD2.9) 
and national hospital (USD9.7).  Such dif-
ferences were not seen among OPD cases. 
This may suggest OPD services at the 
three tertiary hospitals serve a relatively 
homogenous population, but IPD patients 
varied by hospital. These differences may 
also explain the lower mean length of 
stay observed at the regional hospital (4.1 
days) compared to the university (5.5) and 
national (6.4) hospitals. As patients pay 
their daily medical bill, less affluent ones 
may discharge themselves earlier. 

The lower reported daily income 
among regional hospital patients may 
also explain why the direct medical costs 
amounted to 60% of the total household 
costs per admission. These figures were 
35% and 44% for the university and na-
tional hospitals, respectively. Patients at 
the university and national hospitals had 
much larger proportions of indirect costs, 
34% (USD100) and 46% (USD188), res- 
pectively, compared to regional hospital 
patients, 17% (USD19.5).  The numbers of 
caretakers averaged 1.5 per inpatient and 
their share of the indirect costs ranged 
from 27% at the national hospital to 71% 
at the regional hospital.  Admission to the 
regional hospital was clearly catastrophic, 
costing 30% of the estimated annual in-
come.  Hospitalization costs were lower 
than those reported for China, where hos-
pitalization reportedly cost the equivalent 
of the average per capita annual income 
(Hu et al, 2008). Household costs at the ter-
tiary hospitals located in the capital were 
markedly higher than those observed at a 
tertiary hospital in India where such costs 
amounted to USD135 for hospitalized 
children (Madsen et al, 2009). Only at the 
regional hospital were the household costs 
lower, but due to the smaller income, had 
a greater impact on livelihood.     

Since patients in the outpatient 

department were in a hurry it was not 
possible to ask detailed questions about 
income (or expenditure), therefore, they 
were only queried about their monthly in-
come when salaried or daily income when 
self employed; non-wage income from 
agriculture and live stock products could 
not be solicited or estimated in this study.  
Income is often underreported (Morris  
et al, 2000), and so may our respective 
estimates, so the impact of costs associ-
ated with an outpatient consultation may 
be exaggerated. The estimated annual 
income for inpatients in this study may 
be overestimated, thereby underestima- 
ting the financial impact of hospitaliza-
tion costs, at least for the study hospitals 
in the capital. Interpretation of the results 
should be made with caution.

The limitations of this study prevent 
us from obtaining a full picture of house-
hold costs for outpatient consultations as 
we were unable to determine the costs 
related to ancillary services. We surveyed 
during the least busy weekdays whereby 
waiting times and indirect costs may be 
underestimated. Considerable propor-
tions of patients at the national and uni-
versity hospital were lost; these may have 
been cases who became impatient due to 
long waiting times. 

We did not include the cost of care 
seeking prior to consulting the hospital. 
Most patients initiate care seeking in 
the private sector (Paphassarang et al, 
2002; Patcharanarumol et al, 2009) or use 
traditional medicine (Sydara et al, 2005); 
therefore, our household costs may be an 
underestimation of the true costs incurred. 
Since we did not use a tracer condition or 
adjusted for mixed cases, some differences 
between patients may not be accounted 
for or captured during these estimates. 
The number of patients in our study was 
relatively robust; cases were randomly 
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selected from the same Internal Medicine 
Department.  As this was a hospital-
based study, we could not capture people 
requiring health care but who were un-
able to access it due to financial or other 
barriers, who may have opted to stay at 
home or seek traditional providers.  For 
example, during a study from Savanna-
khet Province among 1,139 villagers who 
suffered a total of 103 episodes of illness, 
none sought care at the regional hospital 
(Patcharanarumol et al, 2009). 

To understand the problem more 
precisely, it is necessary to consider other 
factors, such as the nature of the disease 
among the patients and patient character-
istics, such as age, gender, employment 
status and relationship with the head of 
household. These factors can influence 
health care seeking behavior and cost 
incurred as well as coping mechanisms 
adopted by the household (Paphassarang 
et al, 2002; Sydara et al, 2005; Patcharana-
rumol et al, 2009). However, these factors 
were beyond the scope of this study. We 
found more female than male patients 
in both the outpatient departments and 
among hospitalized patients at the nation-
al, university and regional hospitals, with 
no evident cost differences by gender.

This patient pathway analysis pro-
vided useful information to improve 
services at the health facilities studied. 
For example, there is room for efficiency 
improvement at the hospitals, especially 
in obtaining faster results from ancillary 
services within 1 day. This will result in 
household savings. 

Household costs associated with 
seeking care as outpatient at the studied 
hospitals are likely to create a financial 
hardship to the household. The current 
population coverage by pre-paid health 
insurance schemes is minimal. Find-

ings from this study contribute to the 
understanding of costs associated with 
healthcare utilization and its impact on 
household livelihood.

In China, a similar provider payment 
method resulted in escalation of costs; 
the profit attached to drug sales resulted 
in provision of unnecessary treatments 
and use of excessive expensive medicines 
(Meng et al, 2005; Xingzhu and Mills 2005). 
More rigorous monitoring systems by the 
government are called upon to curb cost 
escalation but such issues are difficult to 
implement in low-income countries.  In-
stead, it may be more opportune to intro-
duce different provider payment methods 
that aim at addressing inefficiencies and 
cost-containment. This is currently being 
experimented within several places in 
China (Yip et al, 2010) where retrospec-
tive fee-for-services have been replaced 
by prospective case-based payments for 
inpatients or capitation of outpatient ser-
vices, coupled with incentives to redirect 
efforts in preventive services instead of 
curative ones.  Concurrent introduction 
of standardized cost-effective treatment 
protocols and performance based pay-
ments appear to be effective strategies 
for preventing excessive treatment and 
financial burden to patients. 
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