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money to pay the hospital
expenses. If you can help us...

Background
India is the most privatised health economy in the world

. and this despite the fact that three-fourths of the country’s

population is either below the poverty line or at the subsis-
tence level. Given the political economy of India, one would
have expected the State to be the dominant player in both
financing and providing health care for considerations of
establishing equity in access to health care. But this has not
happened.

Historically, the Indian State h:s always been an insignifi-
cant player in the provision and/ r financing of ambulatory
health care. Private providers, beth modern and traditional.
as well as informal providers, hav : been dominant players in
the health care muarket. While pr-colenial health care was
stll largely within the jaymani reatm ot transactions. the cs-
tablishment of modern medicine during the celonial period
gradually moved in the direction of commedification. Today,
the health care svsten is completely characterized by mod-

“ern medicine, and health care has become a commodity. Even

the traditional and non-formai providers. often practitivners
of quackery, use madern medicine in their practice and oper-
die within e market context.

In case of hospital care. the transition has been very dif-
ferent. Right from pre-colonial times. through thie cotonial

Reducing Inequities in Fnancing Health care;
From Self-Financing to Single-Payer Mechanisms

In India, as elsewhere, those
who have the capacity to buy
health care from the market most
often get it without having to pay
for it directly, and those who live
a hand-to-mouth existence are
forced to make direct payments,
often with a heavy burden of debt,
fo access health care from
the market.
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period and the post-Independence period upto mid-seven-
ties. the State and its agencies were the main providers of
hospital care. There were also significant non-state players
who set up large charitable hospitals. By 1970s, medical edu-
cation underwent a major transition; post-graduation. spe-
cialization and super-specialization became sought after and
the character of medical practice changed. Specialists on the
one hand began setting up private nursing homes and the
corporate sector on the other hand began to show interests
in entering the hospital sector. Also major changes in medi-
cal technofogy, which hastened the process of
commodification of health care. made for-profit hospitals a
fucrative proposition. By 1980s. the State was alrcady decel-
crating investments in the hospital sector and this was a
clarion call for the private sector to increase its presence. By
the turn of the miiiennium. ihe for-poobii nospiial scctor had
not only become dominant but also within the state sectof
privatisation via user-charges as weli as through contract-
ing out or leasing had become the order of the day.

Financing hcalth carc
[t is apparent from iic above discussion that the larzes!
source of financing health care in India is out-of-pocket of
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self-financing. Out-of-pocket spending on
health care as a mode of financing is bath re-
gressive and iniquitous. Latest estimates from

National Accounts Statistics indicate that pri-
_vate expenditures on health care in”India are

over Rs. 1000 billion and 90% ef this is out-of-
pocket. Public expenditures on health care arc

“about Rs. 250 billion additionally. Together. this

adds up to nearly 6% of GDP with out-ot-pocket
expenses accounting for 72% of the share in
total health expenditures or 4.3% oi GDP. This
is a substantial burden. especially tor the poorer
houscholds. the bottom three quintiles, which
are either below poverty line or at the thresh-
old of subsistence. and .when illness strikes
such households thev just collapsc. In fact.
for the poorer quintiles the ratio ot their in-
come financing heaith expenditures is bound
to be much higher than the average mentioned
above. Further, while this burden is fargely self-
financed by households a very large propor-
tion of this does not come from current incomes.
A very large proportion, especially for hospi-
talization, comes frem debt and sale of assets.

Data from the 32nd Round of NSS, 1995-96.
(Table 1) reveals that over 40% households

borrow or sell assets 1o fin.nce hospitalization |
expenditures, and there arc very clear class

gradients to this — nearly half the bottom two
quintiles get into debt and/or sell assets in con-
trast to one-third of the top quintile: in fact. in
the top quintile this differcnce is supported by
employer-reimbursenients and insurance.
When we combine this data with the ratio of
“not seeking care whern ill” in case of acute
ailments by the bottom three quintiles in con-
trast to the top quintile — a difference of 2.5
times, and the reason ior not secking such care

being mostly the cost factor-- it becomes amply evident that
self-financing has drastic limits and in itself is the prime causc
of most ill- health. especially amuencst the large majority for

whom out-of-pockei made ot financing
strains their basic survival.

Thus in countries where near universa!
Sl rela-

ateess 1o fealth care is o
tive equity. the major mechanism ! fnanc-
ing is usualiy a singic-paver systeim lae
tax yevenues, social insurance or some
SUch combinaiion administered by an au-
tonromous health authority which is man-
dated by taw and provided throught a pub-
lic-private mix orgamized under a regulated
System. Canada. Sweden, b oed K-
dop, Germany, Costa Rice
amp| ey,
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Experience from these countries shows that the key factor

in establishing, equity in access and health carc outcomes is
the proportion of public finance in total health expenditures.
Most of these countries have public expenditures ave

raging
over 80% of total health expenditures.
The greater the proportion of
public finance the better the access
and health care outcomes. Thas. [n-
dia. where public finance accounts
for only 20% of total health expendi-
tures, has poor equity in access and
health care outcomes in comparison
to China. Malaysia. South Korea. Sri
Lanka where pubiic rinance accounts
for between 30% and 60% of total
health cxpenditures.

[n India. public health expendi-
tures had peaked around mid- nine-
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teen-eighties and thereafter there was a
declining trend.. especially post-struc-

wral adjustment period. The decade of

eighties was a critical period in India’s
health development because during this
period not only did the pubiic health
infrastructure, especially rural. expand
substantially but also major improve-
ments in health outcomes were re-
corded. After that public investment in
health declined sharply and public ex-
penditures showed a declining trend
bath as a proportion to GDP as well as in

total government spending. This has also |

impacted health outcomes which are
showing a slower improvement if not stag-
nation. At the same time, private health
sector expansion got accelerated and uti-
lization data from the two NSS Rounds.
42nd and 52nd, a decade apart, provides
ample evidence of this change. (Table 2
and 2a)

Thus. if India has ta improve health care

| 198087
42n0. Rd.

23

00

n
L|l¢

U’Ill‘ ;IIIS

‘ Hospitals

:Public hospital "7 -': 7

PHC/CHC . L 48
‘Public Dispensary ‘

All govt. sources

lltunu s \,\,;erlc‘..\.c ﬂﬂd dd:pf ylfj\.rull [idling

‘ . . - el g -
| Private” hospital’

‘Nursing home

Charitable institutiou

Others.

\II non-govt. sources |-

,all hospitals i

Snurce \’“O /”UH“ Repm{ No 441 on Mo:bzdr!y and T:earmen{ of Au’mem

‘

[ SR

outcomes and equity in access then in-
creasing public health expenditures will be
critical. Apart from this the health care sys-
tem will need to be organized and regu-
lated in the framework of univeisal access.
simifar to countrics like Canada or Costa

! Rica. Of ccurse. India has its own pecu-

liarities and the system that will be needed
will have to keep this in mind. We cann
transplant, say. the Canadian system into
India as it is. but we can definiiely learn

1,
ments.

The following suggestions can help In-
dia move in the direction of greater equits
in access and health care outcomes.

First, within the existing public finance
of health care macro-policy changes in e
wayv funds are allocated can bring gheit

«substantial equity in reducing geogruphts

| cal inequities between rural and urban &~
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. Presently, the central and state governments together
pend Rs. 220 per capita at the national level, but this is ineg-
ably allocated between urban and rural areas. The rural
ealth care system gets only Rs. 8C per capita and urban
Brreas get Rs. 540 per capita, a difference of over six times. If
Pallocations are made using the mechanism of global budget-
ng, as done in Canada, that is on a per capita basis then rural
and urban areas will both get Rs. 220 per capita. This will be a
major gain, nearly three times, for rural health care and this
i:g‘-,:can help fill gaps in both human and material resources in the
“#2rural health care system. The urban areas in addition have
b 'municipal resources, and of course will have to generate more
esources to maintain their health care systems which at least
* in terms of numbers (like hospital bed : population ratios and
( doctor : population ratios) are adequately provided for. Glo-
f-.}{_bal budgeting also means autocnomy in how resources are
ﬁused at the local level. The highly centralized planning and
‘{ﬁ;pmgramming in the public health sector will have to be done
“away with and greater faith will have to be placed in local ca-
% pacities.

£ The public exchequer even today contributes substantially . )
tb medical education to the extent that 70% of medical gradu-.  ©rs in South Maharashtra paid Re 1 per tonne of cane as a

38 ates are from public medical schools. This is a major resource  Nealth cess and their entire family was assured health care
: through the sugar cooperative. There are many NGO experi-

“wxwhich is not fully utilized. Since medical education is virtually g ) ¢ ! :
%free in public medical schools the state must demand compul- ments in using micro-credit as a tool to factor in health financ-
A ing for the members and their family. Large collectives, whether

“grsory public service for at least three years from those who gradu- ¢ ’
# ate from public medical schools as a retun for the social invest-  S¢/f-help groups facilitated by NGOs, o self-cmployed groups
like headload workers in Kerala, can buy insurance cover as a

g“?.'ment. Today, only about 15% of such medical graduates are ¢ : ] '

# absorbed in the public system. In fact, public service should be  collective and provide health protection to its members.

% made mandatory also for those who want to do post-graduate The above-mentioned are just a few examr?le.s of what can be
™ studies ( as many as 55% of MBBS doctors opt for post-gradu- dqne within the existing system with smali innovations. But
i : this does not mean that radical or structurzl changes should

5 ate studies). o ' X
not be attempted. Ultimately, if we have to assure universal

. The governments can raise additional resources through ) - avs
tharging health cesses and levies on health-degrading prod-  36C€sS with equity, then we have to think in terms of restructur-
ing and reorganizing the health care system using ihe rights-

g'!cts (if they cannot ban them) like cigarettes, beedis, alcohol, ) ) : h
%D an masalas and gutkha, and personal vehicles. Social insur- based approach. This requires a multi-pronged strategy of build-
3 ing awareness and consensus in civil society, advocating right

7.-ance can be strengthened by making cuntributions similar to _. Y calin
: to health care at the political level, demanding legislative and
constitutional changes, and regulating and reorganizing the

Ultimately, if we have to assure entire health care system, especially the private health sector.

ia { . 3
. universal access with equity, thenwe To f:onclude, we have to stem the grow1ng ou}-of-pock;t
financing of the health care system and replace it with a combi-

ihave to think in terms of reStrUCturing and nation of public finance and various collective financing op-
.__reorganizing the health care system using tions like social insuiarice, collcctives/common interest groups

te rights-based approach. This requires a organizing collective funds or insurance. At another level, the
; health care system needs to be organized into a regulated sys-

’l;mu'tl-pronged Strateg_y_g_f t?“!ld"_]g aware- tem which is ethical and accountable and is governed by a
ness and consensus in Civil society, advo- statutory mandate which pools together the various collective

a::; cating right to healthcare at the p0|itica| resources and manages autonomously the working of the sys-
,&‘I , ; . . T tem towards the goal of providing comprehensive health care
_evel, demanding Ieglslatlvg and constitu toall with equity. W
-:j!onal changes, and regulating and reorga-
leng the entire health care system, e Themes (CEHAT). Sai Ashray, Vakola, Santa Cruz (E),
especially the private health sector. S Mumbai- 400 033, Maharashira)

ESIS compulsory across the en ire organized sector and inte-
grating ESIS, CGHS etc.. with tr2 general public health system.
Also, social insurance must be g radually extended to the other
employment sectors using mod:ls from a number of experi-
ments in collective financing. Fo- example, the sug r-cane farm-
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