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Foreword

You would have heard the simple yet sound adage that “Health is Wealth” and also agreed
wholeheartedly. It seems, however, that the Indian government continues to ignore the
intrinsic merit behind this statement as is revealed by the continued indifference towards
provisioning adequately for the health sector. Recently, the Prime Minister in his
Independence Day speech said that the 12" Plan would be a health plan just as the 11" Plan was
an education plan. If the way the Union government has side-stepped provisioning of
'universal','quality' and 'free' education to all is any indication to go by, it is with some scepticism
that one would consider this proposal of the 12" Plan being a plan focused on health!There has
been a proliferation of private players in the education sector and the 11" Plan has clearly veered
towards a more active role for the private sector in its multiple avatars. In India, private out-of-
pocket spending in healthcare is already sky-rocketing. Given this situation, a clearly-defined
legislation that outlines provision of universal quality and free healthcare to all is the need of
the hour.

In this regard, Jan Swasthya Abhiyan (JSA) - the Indian chapter of the global People's Health
Movement - has been leading this demand. In 2004, in collaboration with National Human
Rights Commission (NHRC), JSA had organised several public hearings across the country on
right to healthcare, the findings of which culminated in a set of detailed recommendations by
NHRC to the Union government. One of these recommendations was to enact a national law
for recognising and operationalizing the right to healthcare in India. In January 2008, the
Ministry of Health and Family Welfare initiated drafting a National Health Bill that has been in
the public domain as the Draft National Health Bill 2009. However, critical gaps remain in the
draft legislation. This issue of Budget Track focuses on some of the key concerns with regard to
the draftlegislation and other critical issues pertaining to people’s right to health.

To begin with, Imrana Qadeer outlines the social context of the National Health Bill 2009 by
bringing into focus the onset of privatisation and destruction of public institutions by the
adoption of a 'bio-medical' approach. Ravi Duggal then takes us through the political economy
of healthcare financing in the country by tracing the move from Jajmani system to
commodification of healthcare. He also charts the five steps to re-structuring the existing system
to align healthcare in a rights-based approach. Abhijit Das and Moumita Ghosh follow this
with examining how far the country is from achieving universal health coverage. In this regard,
they present an overview of the Thailand model of universal health coverage or the commonly-
known '30 baht' scheme. Indranil picks up this thread of universal health coverage and de-
constructs the focus on coverage rather than provisioning. In this regard, he reviews insurance
mechanisms versus tax-financed options to public provisioning for healthcare and also
examines the Thailand experiment in considerable detail.

Another key ingredient to ensuring universal healthcare is access to essential medicines.
Narendra Gupta highlights how this seems a farfetched thought when 65 percent of the
Indians do not have access to essential medicines. He also provides a ballpark estimate of how
much the government needs to spend to make access to essential medicines a reality. Moving
on, Jashodhara Dasgupta shifts the focus on a vital aspect that needs sustained attention of
policymakers, i.e. public provisioning for maternal health. She reviews the present government
provisioning for maternal health and comments on Janani SurakshaYojana as the sole vehicle to
reduce maternal mortality and also flags some concerns relating to quality of expenditure. Biraj
Swain then directs our attention to the foot soldiers delivering healthcare to all - the doctors -
and the need to regulate their service conditions to ensure that the legislation (when it is
enacted) is adequately bolstered with clear guidelines on the dos and don'ts for private
practitioners.

The usual Budget and Policy Tracking piece presents an overview of the Union Budget 2011-12
and summarises the discussion in Parliament during Budget session before highlighting some
of the key policy debates.

We do hope you enjoy reading this issue as much as we did in putting it together!
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Perspective

The Social Context of Draft National Health Bill-2009

Imrana Qadeer®

In a democratic arrangement, it is often
embarrassing for states to flout promises
openly. Transitions in political
perspectives thus become shrouded in
complex semantics. In India, the gap
between health policies and governance
has consistently increased till the 1990s
when the policy itself turned around to
welcome privatisation and
commercialisation and shed the
responsibility for free basic healthcare
provisioning though ensuring health of
the people remained a Directive Principle.
Despite the fact that in the early nineties
the adjustment policies did wear the cloak
of social security net to underplay the
impact of cuts and rollback in welfare
investments, the emphasis remained on
commercialisation of the public sector,
opening spaces for public private
partnerships and shift of subsidies to the
private sector. These shifts were neither
necessary nor based on the needs of the
civil society; political compulsions of a
state dependent on national and
international capital and its expanding
free markets demanding its support both
to offset the negative impact of a
minimalist State that acts as a client, a
steward and an investor seemed to be at
work'. Apart from the fiscal and financial
liberalisation that these shifts required,
another important vehicle of change has
been a series of new legislations.
Legislations reflect the dominant social
ethos of a country wanting to carry out a
certain set of policies. The current spate of
legislations indicates that the new policies
- in the face of protests and reminders of
promises - needed legislative protection.

It is this larger political compulsion that
informs the Draft National Health Bill

(NHB)". Despite its very progressive
preamble promising protection and
fulfilment of rights regarding health and
wellbeing - equity and justice through
universal access to health and all
underlying determinants of health and
healthcare - the Bill is in fact weakened by
its lack of specificity. There is no clarity
regarding definitions of terms used. This
permits several interpretations for various
promises and sometimes the definitions
are unacceptable. For example, access is
defined in economic terms alone as
affordability or, “one's ability to purchase”
(pp13 of Draft Bill) and not free
availability. Free and universal access to
healthcare through third party payment is
restricted to “those who are unable to
meet their basic needs” (pp8 of the Draft
Bill). “The immediate duty” to provide
free and universal healthcare is only for
“the vulnerable and the marginalised”
(part 3, section (c)). Hence, the rest of the
poor are left out as no time plan is
proposed to cover them. Second, the
“vulnerable” too remain undefined. This
brings back silently the narrowly targeted
approach while a big chunk of the
deserving are left to the vagaries of the
medical market with no options of a
public facility.

The need to strengthen the dwindling
public sector at the tertiary level and the
state's responsibility towards provisioning
Primary Healthcare to all is ignored. The
state is permitted to retract from
provisioning by becoming the third party
payer for its vaguely targeted population.
The State is required to be the regulator of
standards, norms and values, it is to
acquire the role of “steward” (a term that
is never defined). The fact that the relative

higher costs of services are in the private
sectors are overlooked, shows the bias of
the steward! The matter is further
confounded as essential public health
services and functions (a part of the core
obligation of the State) are never defined.
Terms such as users, providers and
stewards fail to present with clarity any
distinctions between the health system,
health service system and medical services
system. Also ignored are the
contradictions between private (profit-
based and accountable to individuals) and
public (non-profit, accountable to public)
sectors. The two sectors are integrated to
make a health service system where
resolution of conflicts invariably favours
the private interests, be it the shift of
subsidy, control over more paying facilities
or, training of doctors and nurses. Thus,
the partnership is to be governed by rules
that are one-sided. Another omission is in
the priority given to food, water, sanitation
and housing as key social determinants of
health. Though important, in a society
introducing rapid cutbacks on public
sector including welfare, to ignore the key
factor of employment/ livelihoods and
minimum wages reflects an inherent bias.
A bias reflected in the government's
decision to write off income tax worth Rs,
3,74,937 crore for the corporate sector'"
and undermining of the National Rural
Employment Guarantee Act and the
Public Distribution System. Similarly,
lifestyle diseases identified are cardio-
vascular, diabetes and hypertension are
defined as, “diseases associated with the
way of life”! The fact that occupational
diseases, under-nutrition, anaemia and
infectious diseases are not identified as
outcomes of choices under compulsion, by

* Imrana Qadeer is a retired professor from the Centre of Social Medicine and Community Health, Jawaharlal Nehru University. A qualified doctor, her areas of interest include organisation of

public health services, political economy of health, health of workers and women, and health implications of structural reforms. She is involved in the planning efforts of both governmental and

grass-roots organisations.
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people living in poverty reflects yet
another bias. Over and above this is the
fact that the judiciary and the Health
Ministry are no more the main
implementers of the legislation. A
bureaucratic hierarchy of boards at various
administrative levels is proposed to
implement the legislation.

The result is that in spite of a long list of
obligations of the State, universal access
(as free availability) remains a far cry while
the targeted agenda is to cover an
undefined “vulnerable” and, help the
private sector consolidate through shift of
subsidies and keeping the public sector
tertiary hospitals out of competition! The
definition of essential health services
being unclear, the issue of standards of
quality healthcare also remains fudged.
The promise for reviews of policy is
unconvincing as the very law reflects
compulsions of the economy rather than a
rational review of past experiences and
policies regarding people's welfare despite
several international covenants to which
India is a signatory. Despite emphasising
decentralisation, the Centre's regulatory
powers are enhanced and the states
-starved of resources - are made
responsible for legislations regarding social
determinants of health.

To understand the logic behind the Draft
National Health Bill, 2009, it is important
to understand the new place of the health
sector in the current global economy. The
changing global balance in favour of
structural adjustment has impacted the
health scenario drastically. Health sector
investments are considered good business
by the World Bank today while in the '70s,
these were considered undesirable”. The
major shifts over time are: healthcare has
become a commodity from a service and
the decades old debate on weaknesses of
the medical market has been ignored.
Methodologies to identify needs of the
backward sections have been replaced by
the notion of demands to assess supplies.
Bio-medical factors have acquired priority
over key social determinants of health and
assessing efficiency of health systems in
monetary terms rather than health
outcomes.”

The Social Context of Draft National Health Bill-2009

Capitalism's compulsion to open new
areas of investment lies at the roots of
these shifts. Having captured the human
body and the health market, it has found
a great potential in the discipline of
international health. Over the past three
decades, international health has
acquired a disciplinary boundary
wherein, research on the developing
world's health problems and services in
order to promote expansion of global
medical market, constitutes the core.
Mostly located in the western world,
these centres attempt primarily to
integrate science and technology with
business to give a rational face to the
solutions they offer. By using a
reductionist bio-medical approach, they
universalise health problems and offer
technological solutions that can be
introduced into the global market. In the
words of these experts, “we are
increasingly confronted with a global

» vi

convergence of health problems”.

They argue that due to control of
childhood infectious diseases, childhood
mortality has declined in most regions of
the world. As a result, many countries are
now undergoing an epidemiological
transition, resulting in a marked shift in
the global pattern of disease. By 2020,
adult conditions such as cardio-
respiratory diseases, cancers and other
chronic conditions are expected to eclipse
communicable diseases as leading health
burdens (emphasis mine). The global
epidemic of type 2 diabetes and the
emergence of new infectious agents -
severe acute respiratory syndrome (SARS)
and the influenza A (H5N1) virus -
exemplify this shift. Thus in their
perspective, local priorities of developing
countries are subsumed in the global
burden of disease and cross border
technology, knowledge and expertise
transfers are the answer to reduce this
burden.

These experts (Robert Eiss and Roger
Glass) also point out that sciences are
converging on a common set of
approaches to address disease burden.
Some of the major scientific
opportunities around global health

enterprises, according to them, are:
genomics, molecular epidemiology and
diseases of poverty, diagnostics, clinical trial
and regulatory needs, integrating research
into resource poor country's
implementation programmes and improving
capacities. The first opens up possibilities to
quantify disease risks that gene variants
confer and conceive new therapeutic and
preventive strategies, the second using
bioengineering, proteomics and digital
technologies ushers a new era of chip
diagnostics. These advances have profound
implications for addressing global health
priorities — from the classical tropical
infections to the slowly rising chronic and
degenerative diseases. According to them,
Bill & Melinda Gates Foundation and
others are working to create low-cost
diagnostics suited to the medical needs and
social contexts of the developing world.
Similarly, the focus on drugs and vaccines to
reduce the global health burden has also
enhanced scientific and management skills,
and ethical review capacities to support
clinical trials in low and middle income
countries. What they miss is that vaccines
for diseases of poverty such as diarrhoea™
being promoted by the Bill & Melinda
Gates Foundation ignore the very root of
the problem and seek answers in technology
while neglecting poverty as well as primary
care infrastructure that has failed to provide
full coverage of basic immunisation.

Eiss and Glass highlight that product
development partnerships in global health
R&D have created numerous business
models such as, “The Medicines for Malaria
Venture” and “TB Alliance”; these ventures
manage two-thirds of identified drug
development projects for neglected diseases.
The support to these new ventures includes
patent pooling, humanitarian licensing, and
access to small molecule chemical libraries
in the private sector under appropriate legal
arrangements; and market analyses such as
estimates of demand, to engage corporate
interest. These efforts might have increased
the drug business but the two disease
control programmes in India have barely
improved. Yet another opportunity
identified by them is the need to reverse
brain drain and to strengthen institutions in
resource poor countries through promotion of
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skills necessary for technology transfers and the
marketing of scientific products; and promoting
international linkages, including the creation of
expatriate communities of academics as
collaborative partners and supportive networks
(emphasis mine).

If we take examples of these corporate
experiments, third phase trial of HPV
vaccine (produced by Merck and Glaxo)
was conducted by PATH (an international
NGO) in Andhra Pradesh where six
schoolgitls died. An enquiry™ revealed
lack of procedural correctness and ethical
practices, yet no one was held responsible.
Similarly, the inclusion of pneumococcal,
hepatitis B, Hib & Pentavalent vaccines in
the national immunisation programme
raised serious criticism of cost efficiency
and validity by professionals™ raising

doubts about the value of these aggressive
strategies. Yet, international health experts
have put their faith in global convergence
of disease patterns, a common set of
approaches based on advanced
technologies and intervening in disease
control programmes and capacities of the
poor countries' professional providers.

International health research then played
a key role in altering concepts and
perspectives pushing the biomedical
approach, even while acknowledging social
complexities, and contributed to the
rationale behind de-legitimisation of the
public sector in health and consolidation
of medical markets underlying the policy
shifts in the Indian State. It also groomed
a significant section of Indian
professionals, who support its strategies —

fully or partially - by assuming that
India's robust economic growth, its civil
society organisations, the growing body of
new legislation™ and, integrating public
and private sectors™ are the key to
redressing its ills. The NHB, a product of
this way of thinking™, is a necessary
instrument in India's health policy
compromises that make the poor second
rate citizens. To see it as a victory of the
struggle for rights and ignore the absence
of real punitive clauses for denial of this
fundament right to health, can only be
short sighted as control by the private
sector and the ensuing destruction of
public institutions will be too drastic for
any later legislative corrections.

" Unger J.- P,, De Paepe P., Ghilbert P., Soors W., Green A.L, 2010, “The Achillis Heal of International Health Policies in Low-and middle income countries”, in International Health and Aid
policies The Need for Alternatives, Editors Jean-Pierre Unger,Pierre De paepe, Kasturi Sen and Wener Soors, Cambridge University Press Cambridge.

"Government of India, Ministry of Health and Family Welfare, Draft National Health Bill-2009

“The Hindu, March 7th,2011 , pp 10, col. 24, “Corporate Socialism's 2G Orgy”

" Catherine Caufield, Master of Illusion The World Bank and the Poverty of Nations, Macmillan, 1997, NY.
" Imrana Qadeer, 2009: “Political and Economic Determinants of Health: The Case of India” in, History of the Social Determinants of health Global Histories, Contemporary Debates, editors
Harold ] Cook, Sanjay Bhattacharya, Anne Hardy, pp228-295, Black Swan, Bangalore.

" Robert Eiss and Roger Glass, “Gaps in Research”, http://www.globalhealthmagazine.com/topstories/gaps in research
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* Vikram Patel, AK Shiva Kumar, Vinod K Paul, Krishna Rao and K Srinath Reddy, 2011: “Universal Health Care in India: The Time is Right”, www.thelancet.com 12th January,
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Reforming Financing Strategies for Equity and Universal

Access to Healthcare

Ravi Duggal*

Introduction

Access to healthcare is critically dependent
on how healthcare provision is financed.
Countries that have universal or near
universal access to healthcare have health
financing mechanisms which are single-
payer systems in which either a single
autonomous public agency or a few
coordinated agencies pool resources to
finance healthcare. All Organisation of
Economic Cooperation and Development
(OECD) countries excluding the U.S. have
such a financing mechanism. In these
countries, 85 percent of financing comes
from public resources like taxes, social
insurance or national insurance which
insure healthcare to over 90 percent of the
population - even in the U.S., public
finance (Medicare and Medicaid)
constitutes 44 percent of total health
expenditure but one-third of the
population in the U.S. is either uninsured
or under insured. In fact, the U.S. and
Canada stand out in sharp contrast even
though they are neighbours and strong
capitalist economies. Canada gives
healthcare access to its entire population
free of direct payments at 40 percent of
the cost that the U.S. spends, and has
better health outcomes.

Outside the OECD group, a number of
developing countries in Latin America,
Asia and Africa like Costa Rica, Cuba,
Argentina, Brazil, South Africa, Kenya,
South Korea, Iraq, Iran, Thailand and Sri
Lanka too have evolved some form of
single-payer mechanisms to facilitate near
universal access to healthcare. It is only in
countries like India and a number of
developing countries, which still rely
mostly on out-of-pocket payments, where
universal access to healthcare is elusive. In
such countries, those who have the

capacity to buy healthcare from the
market most often get healthcare without
having to pay for it directly, and those
who suffer a hand-to-mouth existence are
forced to make direct payments, often
with a heavy burden of debt, to access
healthcare from the market.

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 Poverty Line
or at the subsistence level. Given the
political economy of India, one would
have expected the State to be the
dominant player in both financing and
providing healthcare for considerations of
establishing equity in access to healthcare.
But this has not happened.

Political Economy of Health
Financing

Historically, the Indian State has always
been an insignificant player in provision
and/or financing of ambulatory
healthcare. Private providers, both
modern and traditional, as well as
informal providers, have been dominant
players in the healthcare market. While
pre-colonial healthcare was still largely
within the jajmani' realm of transactions,
the establishment of modern medicine
during the Colonial period gradually
moved it in the direction of
commodification. Today, the healthcare
system is dominated by modern medicine
and healthcare is available largely as a
commodity. Even the traditional and non-
formal providers, often practitioners of
quackery, use modern medicine in their
practice and operate within the market
context. In case of hospital care, the
transition has been very different. Right
from pre-colonial times, through the

Colonial period and the post-Independence
period up to the mid-1970s, 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 the 1970s, medical education
made a major transition; post-graduation,
specialisation and super-specialisation
became sought after and the character of
medical practice changed. Specialists on one
hand began setting up private nursing
homes and the corporate sector on the
other hand began to show interest in
entering the hospital sector. Also, major
changes in medical technology, which
hastened the process of commodification of
healthcare, made for-profit hospitals a
lucrative proposition. By the 1980s, the
State was already decelerating investments
in the hospital sector and this was a clarion
call for the private sector to increase its
presence. By the turn of the millennium,
the for-profit hospital sector had not only
become dominant but also within the state
sector, privatisation via user-charges as well
as through contracting out or leasing had
become the order of the day.

It is apparent from the above discussion that
the largest source of financing healthcare in
India is out-of-pocket or self-financing. Out-
of-pocket spending on healthcare as a mode
of financing is both regressive and
iniquitous. Latest estimates based on
National Accounts Statistics indicate that
private expenditures on healthcare in India
are about Rs. 275,000 crore and 98 percent
of this is out-of-pocket. Public expenditures
on healthcare are about Rs. 60,000 crore
additionally. Together, this adds up to 5.7
percent of GDP with out-of-pocket expenses
accounting for 78 percent of the share in
total health expenditures or 4.3 percent of
GDP. This is a substantial burden, especially

* Ravi Duggal is a Senior Analyst and Trainer associated with the Washington-based International Budget Partnership (IBP). His research work has covered 11 countries across Asia, his areas of

interest include health policy and financing, women's health issues, private health sector regulation, health insurance and micro credit.
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for the poorer households, the bottom
three quintiles, which are either Below
Poverty Line (BPL) or on the threshold of
subsistence, and when illness strikes, such
households just collapse. In fact, for the
poorer quintiles, the ratio of their income
financing health expenditures is 2 to 4
times more than the average mentioned
above. Further, while this burden is largely
self-financed by households, a very large
proportion of this does not come from
current incomes. A very large proportion,
especially for hospitalisation comes from
debt and sale of assets.

Data from the 52nd Round National
Sample Survey (NSS) of 1995-96 (Table 1)
reveals that over 40 percent households
borrow or sell assets to finance
hospitalisation expenditures, and there are
very clear class gradients to this - nearly
half the bottom two quintiles get into debt
and/or sell assets in contrast to one-third
of the top quintile; in fact, in the top
quintile this difference is supported by
employer reimbursements and insurance.
When we combine this data with the ratio
of “not seeking care when ill” in case of
acute ailments by the bottom three
quintiles in contrast to the top quintile - a
difference of 2.5 times, and the reason for
not seeking such care being mostly the
cost factor - it becomes amply evident that
self-financing has drastic limits and in
itself is the prime cause of most ill health,
especially among the large majority for
whom out-of-pocket mode of financing
strains their basic survival.

In sharp contrast, in countries where near
universal access to healthcare is available
with relative equity, the major mechanism
of financing is usually a single-payer system
like tax revenues, social or national
insurance or some such combination
administered by an autonomous health
authority which is mandated by law and
provided through a public-private mix
organised under a regulated system.
Canada, Sweden, the United Kingdom,
Germany, Costa Rica, South Korea,
Australia, Japan are a few examples.
Experiences from these countries indicate
that the key factor in establishing equity in
access to healthcare and health outcomes

is the proportion of public finance in total
health expenditures. Most of these
countries have public expenditures
averaging 80 percent of total health
expenditures’. The greater the proportion
of public finances, the better the access
and health outcomes. Thus India, where
public finance accounts for only 20
percent of total health expenditures, has
poor equity in access to healthcare and
health outcomes in comparison to China,
Malaysia, South Korea, and Sri Lanka
where public finance accounts for between
30 percent and 60 percent of total health
expenditures’.

In India, public health expenditures had
peaked around the mid 1980s and
thereafter there was a declining trend,
especially the poststructural adjustment
period. The decade of the 80s was a
critical period in the country's health
development because during this period
not only did the public health
infrastructure, especially rural, expand
substantially but also major improvements
in health outcomes were recorded. After
that, public investment in health dropped
sharply and public expenditures showed a
declining trend both 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 stagnation. At the
same time, private health sector expansion
got accelerated and utilisation data from
the two NSS Rounds 42nd (Pre-1991) and
52nd (Post-1991) Round - a decade apart
- provides sufficient evidence of this
change. (Table 2 and 3) The 60th Round
in 2004 shows a further decline of the
public health system.

Thus, if India has to improve healthcare
outcomes and equity in access, then
increasing public health expenditures will
be critical. It will have to reverse the post-
1991 declining trends in public health
spending and, to begin with, move
towards the UPA government's target of
three percent of GDP public health
expenditure. Apart from this, the
healthcare system will need to be
organised and regulated in the framework
of universal access, similar to countries

like Canada or Costa Rica, or more
recently our close neighbour Thailand. Of
course, India has its own peculiarities and
the system that will be designed will have
to keep this in mind. We cannot
transplant say the Canadian or Costa
Rican or Thailand system into India as it
is, but we can definitely learn from their
experience and adapt useful elements.

Towards a New Financing
Strategy

Currently, India's health financing
mechanism as mentioned eatlier is largely
out-of-pocket and one sees a declining
trend in public finance. Table 4 indicates
trends in health expenditures over the last
three decades. It is quite evident from the
data that public finance of healthcare is
weakening and private expenditures
becoming even larger.

First, within the existing public finance of
healthcare, macro policy changes in the
way funds are allocated can bring about
substantial equity in reducing geographical
inequities between rural and urban areas.
At present, the Central and state
governments together spend Rs. 550 per
capita, but this is inequitably allocated
between urban and rural areas. The rural
healthcare system gets only Rs. 300 per
capita and urban areas get Rs. 1,300 per
capita, a difference of over 4 ¥4 times®. If
allocations are made using the mechanism
of global budgeting, as is done in Canada
for instance, that is on a per capita basis,
then rural and urban areas will both get
Rs. 550 per capita. This will be a major
gain, nearly two times, for rural healthcare
and can help fill gaps in both human and
material resources in the rural healthcare
system. The urban areas in addition have
municipal resources, and of course will
have to generate more resources to
maintain their healthcare systems which at
least in terms of numbers (like hospital
bed: population ratios and doctor:
population ratios) are adequately provided
for. Global budgeting also means
autonomy in how resources are used at the
local level. The highly centralised planning
and programming in the public health
sector will have to be done away with and
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greater faith will have to be placed in local
capacities.

Second, the public exchequer even today
contributes substantially to medical
education to the extent that nearly 80
percent of medical graduates are from
public medical schools. This is a major
resource that is not fully utilised. Since
medical education is virtually free in
public medical schools, the state must
demand compulsory public service for at
least three years from those who graduate
from public medical schools as a return for
the social investment’. Today, only about
15 percent of such medical graduates are
absorbed in the public health system. In
fact, public service should be made
mandatory also for those who want to do
post-graduate studies (as many as 55
percent of MBBS doctors opt for post-
graduate studies).

Third, the governments can raise
additional resources through charging
health cesses and levies on health
degrading products (if they cannot ban
them) like cigarettes, beedis, alcohol, paan
masalas and gutka, personal vehicles etc.
For instance, tobacco, which kills 670,000
people in India each year, is a Rs. 45,000
crore industry and a 2 percent health cess
would generate Rs. 900 crore annually for
the public health budget. Similarly
alcohol, which presently also generates
about Rs. 45,000 crore in revenues, can
bring in substantial resources if a 2
percent health cess is levied. The same
logic can be applied to personal
transportation vehicles both at point of
purchase as well as each year through a
health cess on road tax and insurance paid
by owners. Land revenues and property
taxes can also attract a health cess which is
earmarked for public health (municipal
taxes already have an education cess
component).

Fourth, social insurance can be
strengthened by making contributions
similar to the Employees State Insurance
Scheme (ESIS) compulsory across the
entire organised sector and integrating
ESIS, Central Government Health
Scheme (CGHS) etc. with the general
public health system. Also, social
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insurance must be gradually extended to
the other employment sectors using
models from a number of experiments in
collective financing like sugar-cane
farmers in south Maharashtra paid Re 1
per tonne of cane as a health cess and
their entire family was assured healthcare
through the sugar cooperative. There are
many NGO experiments in using micro-
credit as a tool to factor in health
financing for the members and their
family. Large collectives, whether self-help
groups facilitated by Non-Governmental
Organisations, or self-employed groups
like headload workers in Kerala, can buy
insurance cover as a collective and
provide health protection to its members.
At least 60 percent of the workforce in
India has the potential to contribute to a
social insurance programme. But the
bottom line is that all these resources
should be pooled in a single health fund
along with tax revenues so that delivery of
healthcare is common to all and not
discriminatory on the basis of the
contribution one has made.

Fifth, other options to raise additional
resources could be various forms of
innovative direct taxes like a health tax
similar to profession tax (which funds
employment guarantee) deducted at
source of income for employed and in
trading transactions for self-employed.
Using the Tobin tax route is a highly
progressive form of taxation which in an
increasingly service sector based economy
can generate huge resources without
being taxing on the individual as it is a
very small amount of deduction at the
point of transaction. What this basically
means is that for every financial
transaction, whether cheque, credit card,
cash, stock market, forex etc., a very small
proportion is deducted as tax and
transferred to a fund earmarked for the
social sector. For example, if 0.025
percent is the transaction tax, then for
every Rs. 100,000 the transaction tax
would be a mere Rs. 25 or one paisa per
Rs. 40 transacted. This would not hurt
anyone if it were made clear that it would
be used for social sectors like health,
education, public housing, social welfare
and so on. In fact, where the stock market

is concerned, which is anyway speculative in
nature, a one percent transaction charge on
the daily turnover of Rs. 150,000 crore
could net in close to 8 percent of GDP
annually. So, in this era of high economic
growth, raising additional resources is not
the issue; it is the lack of political will to
prioritise healthcare which is the concern.

The above are just a few examples of what
can be done within the existing system with
small innovations. But this does not mean
that radical or structural changes should not
be done. Ultimately if we have to assure
universal access with equity, then we have to
think in terms of restructuring and
reorganising the healthcare system using the
rights-based approach. This requires a multi-
pronged strategy of building awareness and
consensus in civil society, advocating right
to healthcare at the political level,
demanding legislative and constitutional
changes, and regulating and reorganising
the entire healthcare system, especially the
private health sector.

Thus, we have to stem the growing out-of-
pocket financing of the healthcare system
and replace it with a combination of public
finance and various collective financing
options like social insurance,
collectives/common interest groups
organising collective funds or insurance. At
another level, the healthcare system needs to
be organised into a regulated system that is
ethical and accountable and is governed by
a statutory mandate, which pools together
the various collective resources and manages
autonomously the working of the system
towards the goal of providing
comprehensive healthcare to all with equity.
This will happen only if the entire
healthcare system, public and private, is
organised under a common umbrella
through a single-payer mechanism which
operates in a decentralised way'.

The Latest Budget

Let us review briefly Union Budget 2011-12
to see whether the government is on track
and is serious about moving towards
universal access to healthcare.

The 2011-12 budget overall shows that there
is further compression in public spending.
There is a southward trend in the budget
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with the estimates indicating only a 13
percent nominal increase over the previous
year and a decline in the budget estimate
as a proportion of the GDP by more than
1 percent point to14 percent of GDP, this
happening despite the real growth rate
being over 8 percent. Similarly, tax
revenues of the Central budget have
remained stagnated at around 10 percent
of GDP. The Centre has failed to net in
increased revenues from the growing
national income. And the present budget
does not give any indication that the Tax:
GDP ratio will move northwards. Unless
the latter happens, we cannot expect
public spending, especially for the
development and social sectors like rural
development, health, education, welfare,
housing, and so on, to grow significantly.
Today, public spending on health is a
mere 1 percent of GDP when WHO
recommends that it should be at least 5
percent. The government over the last six
years has not been able to move towards its
own target of 3 percent of GDP for health.
The share of the Central government in
public spending for health is a mere 0.25
percent of GDP when as per the UPA
target, it should be 40 percent of 3 percent
of GDP, that is, 1.2 percent of GDP or Rs.
86,400 crore at today's prices.

In contrast to that, the Ministry of Health
allocation is only Rs. 30,456 crore, short
by Rs. 55,944 crore as per commitment of
the UPA government. Of the Rs 30,456
crore, Rs. 1,700 crore or 5.5 percent of the
Health Ministry's budget goes to
HIV/AIDS, which has been accorded a
status of a separate Dept in this year's
budget; Rs 771 crore goes to Health
Research, mainly ICMR, and its
institutions and Rs. 1,088 crore to
AYUSH (Dept. of Ayurvada, Yoga and
Naturopathy, Unani, Siddha and
Homoeopathy) . The Health and Family

Welfare department gets Rs 26,897 crore,
of which Rs. 16,140 crore goes to the
National Rural Health Mission (NRHM),
Rs. 5,435 crore to the Central
Government Hospitals and Medical
Colleges, and a further Rs. 653 crore goes
for healthcare of Central government
employees under the Central Government
Health Services (CGHS) - a whopping Rs.
3,628 per Central government employee
in sharp contrast to about Rs. 500 per
capita which all state and the Central
governments together spend on healthcare
for its citizens

Under NRHM, some of the key
allocations are Rs. 1,238 crore for the
various National Disease Control
Programmes like TB, Vector borne
diseases, blindness. leprosy etc., Rs 3378
crore for Family Welfare, Rs. 240 crore for
RCH, Rs 511 crore for routine
immunisation and Rs. 664 crore for polio,
Mission and RCH Flexipool Rs. 8,776
crore. In addition, NRHM also gets funds
of Rs. 1,784 crore under the NE special
programme and Rs. 247 crore under

AYUSH.

So what does this tell us? The overall
spending on healthcare by the government
is certainly very low when we consider
global standards. As a consequence, the
out-of-pocket burden for citizens,
especially so of the bottom two quintiles,
is huge - about Rs. 3,000 per capita.
Within the Central budget, the allocation
to the Health Ministry has increased by 21
percent over the previous year and gives
the impression that health and other
social sector programmes are an important
priority for the government. This is largely
due to the political push under the
flagship programmes and is a good sign
but when we look at actual expenditures,
then this optimism is belied. Actual
spending in the social sectors like health

and education are invariably 10-15 percent
less than the budget estimates and often in
the key programmes like NRHM and
Sarva Shiksha Abhiyan as also pointed out
in the audits conducted by the
Comptroller and Auditor General of
India. This year for the first time, the
Central budget has included actual
expenditure for 2009-10 and we see that
for the Health Ministry the overall
shortfall in expenditure, as per the budget
estimates, was 8 percent and 10 percent
for the plan component of the budget,
most of which goes as grants to state
governments. However the surprise is
(actual expenditures are still provisional)
that NRHM shows an actual expenditure
in excess of 17 percent (7 percent excess in
plan expenditures), largely due to the
RCH and immunisation programmes and
pumping in of non-plan resources
(whopping increase from the Rs. 72 crore
in budget estimates to Rs. 1,397 crore in
actual expenditure) which certainly shows
an increased commitment on the part of
the Central Ministry of Health. Perhaps
2009-10 was the year for the consolidation
of the NRHM programme but this came
as a cost to the medical care sector under
the Ministry of Health, which means that
public hospitals and teaching hospitals
were neglected, their shortfall in
expenditure being as much as 20 percent

To conclude, while the UPA government
seems to be inclined towards
strengthening the public health system by
giving a larger weightage to the health
sector in budgetary allocations, overall this
is not enough because there is significant
compression of overall public spending.
The consequence is that this impacts
public health spending and the neglect of
the public health system continues.

" The jajmani system was a set of economic interrelations across caste groups in the local community which had social sanction and linked to it mandatory social obligations. While at one level it
facilitated economic organisation of the local community and assured livelihoods within both productive and service sectors, at another level it also restricted occupational mobility because
occupational assignment under such a system was caste based, especially for service occupational categories. Hence the jajmani system also kept intact the economic basis of the caste system. Today
it is largely destroyed but may be found in pockets in most states, especially the Hindi heartland.

> WHO (2004). World Health Report -2004, Geneva, WHO

“ These estimates are calculated by the author based on an assessment that the rural healthcare system effectively gets one-third of the budgetary resources.
" To train one MBBS doctor the governments spend between Rs. 15 and 20 lakhs and thus has every right to expect a minimal amount of public service in return.

* See the Medico Friend Circle Bulletin 342-344 August2010-Jan 2011( www.mfcindia.org ) for a detailed debate on this issue
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Table 1: Key Data on out-of-pocket expenditures, source of finance and for not seeking
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care across expenditure quintiles and social groups, NSS 52™ Round, 1995-96

not seeking care
(%0)

1 II 11 v Vv SC/ST | Other | All
Poorest Richest

Outpatient
Rural
Rs. per episode | 77 94 124 130 174 92 138 128
Urban
Rs. per episode | 95 141 139 164 225 122 166 160
In-patient
Rural
Rs. per Hosp. 1020 1197 1495 1931 4595 2789 3133 | 3102
Urban
Rs. per Hosp. 835 1499 1964 2765 7470 2046 4303 | 3921
Debt and sale of | 47 45 42 42 32 43
assets (%)
Did not seek |24 21 18 18 9 17
care (%)
Cost as factor in | 33 23 21 22 15 24

Source: Compiled from NSS 52" Round data files, NSSO, New Delhi, GOI, 1998
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