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-ISS AND ACTIONS IN PUBLIC HEALTH
In this action-oriented document, it is appropriate to isolate a series of pnont\
tives and to lay out-a program of actions to meet these prime objectives. ) 5
The following section, before the main text, lays out these prime objettives.
, ]
’ ‘) 5
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EXECUTIVE SUMMARY AND LIGHT PR

The Pu e of the Re

t. This first Health Sector Finance Study initiates discussions
between the Government of India (GOI) and the World Bank (WB and the
Bank) on health finance and policy. This dialogue will: (a) clarify issues of
direction and policy in the face of adjustment; and (b) it will influence the
pattern of cooperation between the GOI and the Bank in the health sector for
the next few years. This report will serve as background to the GOI-Bank
dialogue and is a statement of the Health Finance Mission’s findings.

The Research Process -

2 This study assembles information-and analysis that-reflect Indian -
health sector planners’, administrators’ and practitioners’ understanding of
the challenges that the sector faces. The Bank team worked with India’s
ieading operational and policy research institutions in health and famx]y
welfare, under the-coordination of the Ministry of Health and Family Welfare
( MOHFW) The team also reviewed budgets and other documents.” Several
states-were visited to-obtain the views of health sector ofﬁc1als and to-gather
additional mformanon about the structure and funcuomng of health facﬂmes
3. ... The analysis-and policy outcomes were widely discussed and
generally endorsed by senior health sector personnel. The same themes that
emerge from this report were vxgorously discussed at a meeting of India’s

. most eminent health policy researchers, chaired by the Secretary of Health
and attended by the Bank team. - These interactions have given the team
coafidence in the acceptabfhty and viability of the analysxs and
recommendations contained in the report. In many ways the report is a joint
statement of the considerable achievements of the Indian health system since
1ndependence and the means of tackling the dauntmg challenges that it still

faces before the turn of the ceniury.

4. The report focuses upon the health expendltures of the
Department of Health, though it considers expenditures_within the - :
Department of Famxly Welfare, especially” where they impact upon primary
health care provision. The report describes and analyzes patterns of
allocation of resources to primary care, hospitals and medical education.
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anarv care 1s taken in this report to mean all levels of curative and

-prcvcnnve care from the~level of the Commumty Health Center and below.

Health care facilities"above the Community Health Center level are labeled

generically as hospitals. It examines how resource allocation patterns are

related to health indicators and service utilization. - Scme emphasig is also

~ given to the role of the pnvate sector, which constitutes the main provider of
' hcalth services in the counLry

I -

nter State and Efficien

5:. 4 The analysis presented in this report provides mformanon on the
implications of the relationship between center and state spending, and on the

ways in which central-level policies can affect the sector. Although the
Indian constitution gives primary responsibility for health services to the
states, the center can play a key role in formulating natioral policy. It has
also played a significant role in the control of major diseases through

. centrally-sponsored schemes.

_ 6. : The-report describes how- health fimancing is relatcd to efﬁcwnt

and equitable provision of health services. - It reviews resource allocation

~ patterns and trends, and- finds that public health financing is characterized by

an emphasis on hospitals rather than primary care; urban rather than rural
population; medical officers rather than paramedics (again with an urban
bias); services that have larger private than social returns; and family
planmng and chlld health to the exclusion of wider aspects of female health

“7. ©  This pattem of resource allocation 1mpedes the government as it

seeks to provide the greatest level of benefit for the broadest community, and
specifically for the poorest populations.. A1)

N

8.  Without deterrmned change in policies, there is a danger that
these patterns of 16w-return public expenditures will be reinforced rather than
ame_horated . This is particularly so in the context of adjustment.

truc d' i irections in h

9., Tlus report is timely. The challenges facing ‘he health system

.are thrown into high profile by fiscal constraints the government faces under

adjustment. During this period, health administrators wish to ensure that
budgetary constraints do not reduce the scale, equity, and guality of health
service provxsxon and they are prepared to take difficult decisions toward
thcse ends. It is clearly. perceived that any redistributions or cuts in
resources to health must be accompanied and offset by operational
xmprovements that enhance efficiency and equity.
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E 10 " “The impzict of structural adjustment in increasing inter-ministenal

- competition for shrinking resources will be exacerbated within the health
sectof by: (a) the ep*xdemiplogical transition, which will bring pressures 1,
allocate still more resources to adult health and the chronic diseases of the
elderiv: and (b) the emergence of AIDS, which will further stress the sysiem -

" in both preventive and curative domains.

i 1 B " . Overall, the environment for change is positive. Indian health
planners and policy makers are acutely aware of shortcomings in the services | ¢
they provide, and of the responsibility to provide returns to government

- expenditure that benefit society as a whole. Therefore, the major concern S Y
under adjustment must be reallocation of health sector expenditures to ‘ '
achieve greater effectiveness in solving national health problems, especially .
for the poor, who suffer disproportionately from poor health and high
mortality.  The means available to achieve this goal are: (a) targeting
communicablie diseases with public spending; (b) reinvigorating other primary
care activities that produce the greatest benefits to the community and-to
lower income groups in order to make them more efficient; and (c)
éncouraging effective private sector health service delivery. These themes - | _

~ run through this analysis and its recommendations. S ‘

Ingia’s Achievements in Health to 1990 and Their

Extensiqn Into the Future -

12. It is fashionable to express disappoirtment over prbgress n -

* health outéomes in India- Indicators are judged net to have advanced as. they - )
could or should, by international comparison. In fact,-the gains have been
considerable since Independence, although unevenly distributed across states

- and social groups. '

13. The health :.frastructure has grown dramatically; over the past
20 years, the number of hospital beds has increased two and a half times.  In
rural areas, the primary care network has grown rapidly, particularly during
the last two plan periods. The government now operates more than 1,900 -
Community Health Centers, 22,000 Primary Health Centers and 130,000
Sub-Centers providing basic curative care. The lower level facilities serve as
the base ‘or communicable disease control and family welfare workers. The
incidence of malaria, tuberculosis, cholera and other communicdble diseases
that disproportionately affect the poor has been reduced. Smallpox has been
eradicated. Leprosy cases have reduced from 3.5 to 2.2 million. Spending
is increasing to counter the threat of emerging diseases like kala-azar and

AIDS.

e emaryy Sem——ry e g sz oy




- viil - -

; 14. Overall progress is reflected in health indicators. The Infant
r\fi;nalitv Rate (IMR), a sensitive indicator of both socioeconomic
. devclopfnem and access to health services, has been reduced from 146 per

1.000 in the 1950s. to 110 in the early 1980s, and to 91 at the beginring of _ )
.h'c 1990s. Sii.ce 1965, life expectancy for women has increased from 44 to . R
59 years. : .

ndit hi ins i )l
15. Not all the improvements are attributable to the public sector

health services, of course. They reflect an amalgam of public inputs ranging
- from water ~u)plies, sewerage, and education to nutrition and integrated )
child development schemes. Improvements also derive from private
expenditures upon health and living conditions. -Indeed, it is the private
sector that 1s the prime provider of many types of health care in India today,
even to the rural poor. The extent of private health care provision provides
an opportunity to consider more broadly the optimal role for the public
sector. Evaluation of the public sector*s comparative advantage in improving
health, the potential for increasing public sector efficiency, and its role in
improving-equity of access to basic health services is of great practical
‘importance. N : -

16. The report documents that the achievements have been made

despite the fact that health and family welfare received slowly declining

shares of total spending-after 1970, with a precipitous decline occurring in /

the 1980s. The muain result of the combination of a declining share of public |-

budgets for health and contemporaneous expansion. of infrastructure has been
increasingly inadequate support of recurrent costs. This "double squeeze” on

the health' system has limited-the center/state capacity to créate an efficient | |

and equitable system of finance and service delivery. - '

17. The remainder-of this summary emphasizes the irnpact of these
problems. The amelioration of these problems underlies the importance of
the government’s reaction to structural adjustment.  Depending upon its
nature, the government’s response to adjustment might either exacerbate or
address the problems. GOl/donor actions in the short and medium term need
to face these problems of efficiency and inequity head on. The means to do
more in a sensible direction are clear from the report: (a) expand spending
on health care and the communicable disease program, especially central
spending; (b) redirect public resources to health-activiiies with broad benefits
to the whole nation; (c) improve the zificiency and effectiveness of service
delivery primarily through adequate financing of an appropriate blend of
inputs; and (d) redouble efforts to address inter- and intra-state equity
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gh the redistnbution and targcung of public.expenditures
ary health care services to an acceptable minimum standard.

Goals and Practlcahtes of Health Care

! 8. A goal of India since Independem:e has bezn to improve living
_ conditions for the poor. In health, this goal has been pursued principally

through: (a) the communicable disease preventions programs; (b) the
construction over the past two decades of the primary heaith care system: and.
(c) extension of the family welfare program to the village level. In each of

- these areas considerable accomplishments have been documemed

19. "~ In the face of budgetary pressure and the start of the adjustment
process, the health sector faces a critical decision point todzy. The health
system must cater to a large population that is quickly approachmg the one
hillion mark. It must struggle to contain more than half of the known cases

* of major endemic disease in the -world. It must operate within states with
-marked vanablhty in economic and social progrcss In doirg so, it operates’

an infrastructure that stretches existing budgets very th:n and resuits in
inefficiencies so marked that cutreach of services to margins of the health
system is hampered almost to the point of ineffectiveness. Has the time
come to re-evaluate and re-deploy available resources 0 attack inequities that
remain? In other words, has the existing primary heaith care system become
so inefficient that it needs restructuring completely to reach the poor?
Alternatively, will existing approaches continue to yield significant gains?

Re-Evaluation is Bsential

20. The report concludes that a re-evaluation 1s appropriate, indeed
essential. The years of expanding the health system to reach to the village

~ level, educating personnel to operate the system, establishing a logistics

system to support it, and simultaneously funding both hospitals and
traditional communicable disease programs is a phase that is completed. The

~ infrastructure is now generally in place, but is undersupported,

underbudgeted and inefficient in operations. A new p*-se of consolidation
and adequate support of recurrent costs is called for.
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InefTiciencies Hamper Improvement of Poorest

Quality Services and Inequity

%3, Although the extension of the system has expanded coverage;

persistent inequities have emerged that require in some cases redoubled

" efforts and, in others, innovative solutions. The two areas of concern are
¢losely related: inadequate funding of the system to the point at which, in

critical areas, it simply ceases to operate; and, solving persistent inequities.

- 45 - Of all the inequities in the systEm.-thosc of gender are the most

striking. _ Health services have not been targeted to address the fundamental

disparity in access between the sexes. In India, as in few other countnies,

females continue to be at greater risk than men of dying from childhood

through their childbearing years. The sex ratio remains unbalanced, and in

some states appears to be deteriorating. Publicly-supported reproductive and

other health care for women has barely begun to meet the needs, particularly

among the rural poor. Health professionals must take responsibility for

“addressing the health problems of women that put them at such risk-in-India -

" .during infancy and their reproductive years. - - e rie Tt

23: Persistent disparities in provision, access and impact of public
health services can be seen when comparing poorer states to wealthier states,
rural to urban areas, workers in agriculture and the unorganized sector to
those in the formal sector, and individuals with-few resources to those with
more personal wealth: The persistence of these inequities is related to the
failure to fund primary health services adequately to provide the personnel
and supplies necessary to deliver health care of an acceptable minimum
standard. ; ’

24, Similarly, communicable disease programs have suffered from \
inadequate funding. Most require matching state funds, which the poorer !
states are least able to provide. Funds ffom the center are withdrawn if state |
‘matching grants do not come forward. This frequently occurs, to the obvious |
detriment of such programs in the poor states. - Yet residents of poorer states
suffer most from the associated health problems. S

Funding Falls Below a Critical Level

25, These imbalances illustrate how the goals of primary health-care,

despite success in establishing the system, can be impeded by practical ,

constraints of public finance reducing resources below a criticai level. Sub-

optimal blends of inputs such as, drugs, other consumables and staff,

overstretched logistics, lack of in-service training, absence of maintenance,

and stress upon curative rather than preventive efforts prevail. Primary FS
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scmcés have been squeezed by declining expenditures and ever- more costly
£ hospital care. The result.is uneven coverage of services and poor primary
care. Until the system is fully and effectively functioning, it cannet properly

or adequately reach the poor, the disadvantaged and the marginalized. It
therefore canno:. ‘with its low standard of efficacy, ameliorate inequities in

- access to health care and in the poor standard of health care at the margins.

26. This report addresses the means of..refocusing government effons

within the existng policy framework to provide health services that are
efficient and cost effective, that enhance equity and increase social returns to
public expenditure. Adjustment provides the immediate stimulus.

The Fiscal Reality of Adiumé nt: Manifestation 0 f Priorities in the
1992/93 Budget ) c

Positive Outcomes of Adjustment

and operational changes that will redirect public spending to ameliorate
disparities and increase efficiency. If the opportunity is grasped positively;
the health sector could emerge from the period of financial stringency,
,tronger more capabfe more effective and better targeted.

28. Alternatively, austerity can elicit a fiscal response in which all
programs are cut arbxtranlv across the board or a political.response in which
programs with the narrowest, best organized constituencies, are spared from
cuts and those with the broadest and poorest beneficiary base are slashed.
Under-either approach the _public health service would quickly become
inefficient in deuvenng health care, and increasingly hampered in its
operations by insufficient and ill-distributed inputs less equitably and
appropriately targeted. Given its weak funding ‘situation pre-ad)ustment it
could easily reach a staté of pamlyms within a short time in many areas of
operation. ‘s

An Imtlal Rsponse to Adjustment

29. The ocnual plan budgct has been the first to"be affected by

adjustment. The central plan budget is important, although it is less than six

percent of public expenditure on health, because it provides a demonstration

- effect and has leverage over state patierns of spending.. For 1992/93, this
budget was shocked by significant cuts. The budget cutting and reallocation |

process expose priorities at the center. They are a first test of the center’s —
interest and ability to respond positively to adjustment. 5

a9}

- "7 S Structum] adJustment can facilitate ﬂexzble 1magmatwe strateg1es
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0. The plan budgct allotted to hmlth in 1992/93 is Rs 302 crores,

f arbitrarily the same. in nominal terms,” as tiie previous year. In fact, new

' funds for AIDS of Rs 58 crore for a World Bank assisted project are part of
this allocation, so the health allocation was actually cut to Rs 244. This

' continues a trend since the 1570s of health receiving a declining share of

central plan expendlture Now exxsung programs in the plan budget have

: been <ut, in one year. by 20 pcrccm, thhout even accounnng for inflation./ '

———— . @ o

31 How did the MOHFW react? The commumcable disease control
_programs are the big losers. The National Malaria Eradication Program,

~ which funds the multi-purpose health workers who participate in many of the
"\ ertical disease control programs, was cut 40 percent, from Rs 83 crores to -
50 crores. Tuberculosis programs were also cut. In contrast, medical
education gained. Hospitals and allopathic dispcnsaries also gainzd by 13
percent. It is disquieting that this represents a shift to expenditure that rises
disproportionately in major urban centers and toward programs with
relatively few externalities at the expense of a program with large
externalities and benefits to the rural poor. Central institutions are
maintained at the cost of a program which will have negative ripple effects
through all communicable disease programs and throughout the heaJth system

7", down to the vxllage level.

32, - It is important to note that the cut in the malaria program was-

[t will continue the drift downwards of central expenditures on such
programs. :

33. The current budget shows that the central government has not
used this opportunity to apply leverage, through budgetary allocations, to
respond positively to adjustment. Its choices do not tilt states’ =xpenditures
towards health, and particularly toward communicable disease control and

- primary health care with high positive externalities and strong justification

center has missed an opportunity to faise spending on health and family
welfare during adjustment as part of a social safety net. It has compounded
this loss for the poor by redistributing its smaller budget for health away
from progmms that have large pubhc bencﬁts especxally for poorer areas."

be predicted. The malaria program, for example, is operated as a matching
scheme, with the states contributing at least half of the costs. With the cut at
the center, states may be unlikely to increase their matclung contribution to
‘compensate. The poorer states, the very states that need to allocate more to"
this program, will be the least able to compensate for cuts at the center.

" not made on efficiency or technical grounds, but is a fiscally-driven response.

for public expenditures. If anything, it has done the epposite. In short, the -

34. Thc response of the states to the cuts have yet to be seen but can
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” ] There is-an urgent need for additional central funds for the health cisel
| sector. The MOHFW needs to address such aﬂuﬂm:mﬂa@.huﬂgﬁ.m 2 e

sector. - . | L\:\T"f’ ‘

36, - The following sections provide recorpmcndations for gction. o

§ They are divided into short-term responses to adjustment and medium-term
~structural siifts in the heaith sector that can become the basis for long-term *

cooperation bctwecn the GOI and the Bank. - # .

Enhancement of Efficiency through Redirection of Fund_s

3% In the short term,_efﬁcnency gains must be sought to facilitate the.-<
flexibility needed to redirect funds. The same discipline must be imposed
upon government that is expected of the private sector. The available
resources must flow to the areas of highest returns. " This would be facilitated
by enhancmg flows to pnmary health care including communicable disease
~control,"on a selective basis, | to minimize inefficiencies, such as ineffective
packaging of inputs. In particular, care must be taken to protect the flows of
~drugs and other consumables. Inputs to vertical programs should be more

_ carefully planned and integrated to-secure savings and to give mutual - "
mitigation of .cuts. The capacity for-economic analyses af the MOHFW
should be enhanced. '

Restore Cuts to the'Malaria and Tubérculosis Programs ]

38. Under adjustment, funding must be protected for programs with -
the greatest externalities, such as these commumcable disease programs. The - o
malaria program is critical because it is the source of funding for the '
multipurpose worker, who is responsxble for many communicable disease
control activities at the village level. These cuts will be devastating to the -
communicable disease program. An immediate response of the MOHFW
should be to restore, at a minimum, funds for malaria control, to their
- 1990791 level in real terms.-

Increase S;ending on Comniuiﬁéable Disease Control -

39. By the same re2soning, additional spending is merited for
communicabie disease control. The center’s contribution to aggregate
spending on medical care and pubhc health grew-in real terms by only 0.8
percent per annum over -the 1980s. - Spcndmg oii ihese programs did noi keep
up with _population growth and, especially, growth of the poor elements of
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e wth in GDP, or growth in government spending. Public
wfhopa:’: u;%éznicable disease control bore the brunt of the shortfall. /
. Communicable disease problems 1 India are far from solved, and they
precipitate high government and pnvawout-of-poc.kct expenditures for ,
srauve care to treat preventable problems. Growing support for the§e -
o rams in real terms is justified by this dlone. But furthermore, 1t is the
r who benefit disproportionately from spending on communicable disease
control: they are least able to protect themselves from the associated health
lems. Preliminary estimates indicate, for example, that with an annual
expenditure of-US$20 million up to the year 2000, leprosy could be
eradicated or at least brought under complete control. By all criteria, these

programs merit immediate attention.

Increase Seléctive Spending on_Non-Salar}j Inputs for Primary Care
Health Services ' i . A .

40. It is well known that spending on health care, once a person
becomes ill, is very high in India. Spending patterns are also somewhat
perverse. The poorer 40 percent of the population spend more on acute care )
when they go to government doctors than do the richer 60 percent. Rural
residents pay more than urban residents. Using government services in some
cases is more expensive than using private services. There is wide

- agreement that, since 1986, primary health care services have deteriorated.
" This observation.is borne out by falling real ‘expenditures for non-salary - ’n__-.—
mnputs on a per-facility basis. -Salares, however, have been maintained. "'} -
Under adjustment, these facilities, which are key to many programs, such as
communicable disease control, immunization, prevention, health education,

and family welfare should be enhanced rather than allowed to deteriorate

further. It is important that the central government place the highest priority

on assisting states, especially the poorer states; to increase spending on-non- *
salary inputs, such as drugs, during this fiscal year.- Otherwise efficiency of
primary health care will sink so low that, in many of the more poorly served ’
areas, 'the services will collapse altogether. \4

[}

Develop a Health Economics vUnit in the> Department of Health

41. - Decision makers must be fully informed of the effects of their
program and budget decisions in terms of efficiency outcomes and the final
impact on equity. Only clear information about the consequences of cuts can
combat naturally strong tendencies to respond to the strongest constituency
during the adjustment phase. It will require very'strong analytical work 10/
argue for higher budgets and a strongcr policy making role for the ? o
' Department of Health during the adjustment.process 2nd after. At the ==
preseni time, the MOHFW does not have any such capacity. Indeed, the

|
{
|
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pmscm organization is oriented to medxcmc public health, and managmg v
 cervice delivery systems, not to the economics of expenditure poficy in the
 cector. This nieans the MOHFW is in a weak position in arguing for-extra

' funds and justifying changed disposition of funds at a time of adjustment.
Action should quickly be taken to develop a Health Economics Unit in the
DOH. One of the first charges upon it wxll'bc to examine various. polxcxes
relevant to selectlvc cost recovery.

Begin Policy Development for Cost Recovery in
Hospitals anu Medical Education

42 " Higher health budgets are essential, but spending shoald be
targeted toward programs with greater country-wide health impacts. Without
doubt, the end result will be lower public spending on hospitals and medical
education, two areas where the private returns are high.and the social returns 7
relatively low:- However, these programs lend themselves, for the very same : ) .
“reasons, to cost recovery. Cuts in government support to them do not have - F -
to mean cuts in budgets, because they have the ability to charge for their
services. Sensible policy development requires that preparation (analytical,
reguiatory, and legaly begin so that these facilities can start to generate
revenues to cover at least a fraction of their operating costs. The policy for
cost recovery should ensure protection of the poor. = -

It 1s difficult to translate intense immediate fiscal stress into
longer-term structural adaptation. The 1992/93 budgetary decisions indicate
preoccupation with the present and the near future. The time frame and
political viability of reforms link with the states’ different socioeconomic.
achievements. Action at the center is sensitive because it has leverage and is
needed to direct long-tcrm reform for sustainable health care, almed LI
preferentially at the poor.

4. -There is wide agreement over policy aims: (a) target public

money to basic health care provision, including control of communicable T %
diseases, that will enhance efficiency of operations and disproportionately
benefit disadvantaged populations; (b) enhance the quality of hospital care;
(c) capture wider resources, through cost recovery, internalizing benefits for
particular institutions; and (d) improve returns to private spending by benign
regulation and selective encouragement of the privatc sector. Several of
these issues are of immediate concern and have been disc cussed above. This
section is divided in'o two categories of action, "leading practical actions” .
" and "center-state budget recommendations”. ' T ) N T
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Make Prupary Health, Including Commumcabj,e Dsease Programs, the
Heart of the MOHFW Budget ‘ .

- The prescnt center and state health budgets combine public
_expenditure of widely differing socia!. benefits. The mix of education,

primary, and hospital care dxsguxs&s rcal cuts in specific programs within the .
overall budget, and blurs pnonucs in reallocation to secure efficiencies.

45.

46. Therefore medical education, research, and hOSpltalS should be

accounted under new, separate directorates’ budgets, similar to the family

~ welfare budget. This separation would highlight top priority public
expenditure for primary health provision, including: the Community Health

Centers, the Public Health Centers, sub-centers and communicable disease

programs. These expenditures should reinforce each other, with large

benefits that reach beyond the individuals receiving care:

Independent Hospitals: Improved Quahty and Resource Enhancement

22 W

47, Lesser_priority for public expenditures should be given to

- hospitals.. -Increased cost recovery, moving back to at least the levels of the
1965 is justified. - Cost-recovery and greater administrative autonomy for
hospitals will allow state financial support to decline.

B L Hospitals. might be grouped for quality control under a Council
for Hospitals to administer grants, with few exceptions, no greater than

constant in nominal terms, from center and state. Hospitals would administer
independently these grants and funds raised- through cost recovery. The cost
recovery system would have prices based on local conditions, and would =~ -
include provisions to protect the poor. Eventually, as cost recovery becomes
established, govemmcnt subsidies would be ta:geted spec1ﬁcally to needy '
patients.

Medical Education; Fegs, Quality and Equity of Acc_:ws

43. Medical education should pass to a Council for Medical -
Education,’linked with higher education as well as health. Fees should be
charged for medical education, since high private rates of return prevail, and
there is no shortage of doctors in India. A suitable scholarship package
could be linked with reservation policy, and incentives to_ serve in rural
3:‘::5 Merit scholarships could oontnbutc to maintaining hmh quality
Students. 5 =
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- gt cdbl Training: Enhancing Skills and Providing .

- Appropriate Manpower Blends o .
Council for Medical Education would also: (a) revamp the

m of medical education; (b) study manpower nornts and :
) encourage suitable nurse and paramedical training; (d) :
() coordinate medical research orienting it

cable diseases; and (f) regulate private medical

$0. The
conternt anc curriculu
evaluale incentives; (€
eswablish .7 -Service training; |
{owards Incagenous communi
colleges. -

Coordinatizon between the Department of Health and the Department ofw

Family Weifare

Sy - The two departments within the MOHFW must improve -
“coordinatic of their activities. Both have stakes in the successful operation
of the PHC system, but they currently are competitors for resources. within
that progr=m. In areas such as maternal and child health and communicable
Jisease comol, greater coordination of efforts would facilitate the ‘
cffectiveness of the programs. The Bank encourages and will support
‘muatives -nat tap the benefits of these two departments working in concert.

Q_:cmcrzst_zle Budget Recommendations ] o
The Rank of Primary Heaith Ex_pendiium in'ihé Social Sectors -
Should be Enhanced

52 There has been a trend at center and state levels toward
underfinanicing of primary health care, including communicable disease

conrrol arid other. interventions that provide benefits not only to the individual
but also 1o the larger community. This trend should be reversed, after =
disaggr-gzuon of the budget, as discussed above. ' ‘ ,

Policy O+er Centrally-Sponsored Programs

53.° The potential leverage of centrally-sponsored programs to
implemer national policy is being under-exploited. Disbursement of center
expendituzres by the center related to primary health should: (a) eliminate
arrears iz the family welfare account with the states; (b) consider
contribuzions by the center for payment of some recurrent costs in
communucable disease control and primary health care, to ensure that the
existing programs operate efficiently; and (c) modify the criteria by which
the center transfers funds to states to better target poverty and specific
disea’s. There is also scope for better targeting of these funds towards
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isease prone areas within states. If the states are to

orer and more d : . : e :
his task, their analvtical capacity needs improvement. too.

perforr; better int
—E@ance ‘the Center’s Role in Diminishing Inequity:
Better Grant Targeting - . 5 -

54 . -Under the Social Dimensions of Adjustment Program (SDA), the

center could adopt, in the special case of primary-health, a poverty basisfor -
distribution of graats to states, rather than the general population based )
formula. This would link primary health expenditures more closely to health

indicators and oUtcc_)mes.
lnc‘}eésc the Center’s Role, but with Flexibility and Efficiency

55. - Transfers of project-designated money, or even commodities such
as sprays ‘from center to state should be replaced by transfers of funds, on a
menu driven basis, for areas of primary health care and communicable -
disease control. State governments could work from local needs and

priorities.
. The Center’s Regulatory Role

S6. . . With such a large share of care being provided by the private
- sector, the state's regulatory role should be upgraded.” The'present nature of
regulation, often counter-productive, should be reevaluated. Quality control
over drugs, and delivery of private care services deserve scrutiny. The poor
need mare protection as patients, but encouragement of legitimate private
sector initiatives must be facilitated. ' ¢

Positive Approaches to 'Enhancing Primary Healiil Care

57. At district, block, and viilage decision making levels, efforts
should be made to empower health officials by having them participate more
fully in the planning process to integrate health with other sectors. This
change would facilitate targeting and development of priorities based on -
. village and block tribal composition, degrees of aridity and type of local
3 economy. Enhanced supervision and positive.management are integral to
= 4 this, to generate new information flows. For example, in the face of such a
) large burden of water-borne diseases in India, and recognizing that i
development of new water supply systems is housed in other ministries, the
primary heaith program could have a key role in monitoring and improving -
the safety o! drinking water in villages. e ¢ Cas
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Possible Bank Approachs to Assnstance for 5
anarv Health Care and Disease Control . ‘ ‘

62. The first priority for World Bank assistance must be to deal with
primary health care, including disease control. There are two possible
approaches to dealing with disease control programs: L = P

RIS

@) The Comprehensive Integrated Approach would represent a new
initiative administered as one project along the lines of a sector . -
investment loan of simultaneous, coordinated and combined
support to vertical communicable disease programs and other
primary health care services. This one-project, one-budget
approach couid: (i) ensure additionality; (ii) avoid duplication;

- (iii) protect investments through maintenance programs;

- (iv) benefit from relationships in the delivery system; and

E i (v) improve blending of resources. Technical support within the
? MOHFW is essential, with health economists and analysts to
establish relative bencﬁts of various spending packages and

(b)  Another possible approach would focus on discrete problems.
this case, specific diseases would be treated within a carefully

programmed strategy that would be linked with key sectoral and
institutional aims. Care would then be taken so that resources
would not shift away from these agreed priorities.” Among the
highest priorities. for the "discrete” approach would be Malaria.
Tuberculosis and Leprosy. ‘

SRS s L =
< B

- 63. General-assistance to the Primary Health Care System would be a
scparatc activity under this dxsmse-spccxﬁc pattern of assistance. It would .
E 3 seek, within a first phase of consolidation: mhm_mm_e_rmms through

"3 packaging and blendmg, rationally and flexibly, the related actions needed to

deliver health care at a village level; mmg_o_&gggmﬁ with refned

targets effective in enhancing productivity and quality of service provnsxon

and Mmu_m_au_mlm_cm_m to pursue eqmty of access.

>

Hospltal Assstance. A Catalytnc Role for the Bank

—— - -

64. . As a second pnonty, the Bank could work thh thc MOHFW
and other donors to develop a strategy to assist hospltals in their
transformation to semi-autonomous, self-financing orgamzatxons with the
following ‘specific goals: :




pendent hospitals, for instituticn building

h into cost recovery and norms (O protect
training would be important. The
ncompass standards in the private sector:

would supervise inde
o and operations researc

the poor. Staffing and
regulatory role would e

N ] jon, through a health fmanpower
project, with emphdsis cn in-service training and upgrading,
f curricula, increased-output of nurses and.paramedical

revisions O :
staff. Cost recovery and scholarships would be important, as

would medical management; and

(c) A hospital-specific series of programmed packages of institution-
building would be part of this support. - -

ndia will need to carefully

65 The Bank and the Government of 1
s can be related to actiw;it@es

' [eview the manner in which the above strategie
.nd investments of the center and of the states.

6. - Inaddition, Bank assistance must take a long run-perspective.
The Bank cannot have a fruitful impact on developments in the Indian Health
Sector through individual, unrelated projects. Rather, the most useful impact
ould come-from a series of
,upgested that the Bank and GOI agree on 2 number of arsas for priority
collaboration along the lines noted above and that they be prepared to stay '
«1th those over, say, a fifteen year period. Through a series of three or four
projects aimed at leprosy, for example, it might be possible to eradicate
leprosy. A series of communicable disease projects focusing around TB
could make aiarge dent in the incidence-of that disease. The same might be
true, in addition,-for cataract blindness and the improvement of eye<are

services. ;
Enhan fficiency, Quality of Health . Equity
67. To continue to improve health provision, the GOI must establish

g refinement, secure more efficient practices
greater social benefits by linking to
health provision with the

priorities, target with increasin
and operations, seek to obtain
investments in other sectors, and coupie
communicable disease program. This is admittedly difficult, but heightened

discipline in the health system, to improve efficiency. is closely linked to the
effort to eradicate poverty. In this. the GOI can pursue directiors for health
care provision that maximize retums to public expenditure.

-

well focused and related efforts. It is strongly -
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68 In precipitating actions to set such trends, adjustment is an’
; rtunity not to be missed. Certainly, technical opinion-in the health
:'ggr « aware of this. There is some urgency in securing a positive
—volution of policy, before fiscally driven cuts, with little regard for the
cfﬁcié_m functioning of 1h; health syswm,. effect se.re damage to the quality )
éndAe;]Uity of the services_that can be.delivered.

>
5
-
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8. Bank involvement in the health sector will, in the short term. be
influenced by the need to alleviate the impact of adjustment. Primary health
carc 1s part of the safety net. Over the medium term, the Bank's concern
. will be to enhance equity and efficiency of sustainable delivery of primary
health care, with communicable disease prevcnuon -programs cmphasxzed A
. cecondary aim will be to ensure effective hospital care that does not detract -

from the primary health care budget and that suppons pnmary health care.

<Q. The analysis suggests that Bank and other donors assistance
hould continue in existing activities and financing reforms to: (a) facilitate
wider control of communicable diseases; (b) provide public sector primary
care and protection targeted for the poor; and (c) ensure quality of hospital
-are and medical education, in part through cost recovery in the public sector
.nd regulation of the private sector health services.

Fapanded and Refined Assistance to Oogoing Projects -

™). The Bank currently supports several projects that have close ties
«0 the health sector, and that serve, even if indirectly, to support the
 tinancing reforms recommended in this report. These include support for
-araternal and child health activities, and projects in the fields: .of population.
nutriion. education and AIDS prevention. Such supporting activity should
nav close attention to the issues raised in this report, and in particular. to the
potential of decreasing efficiency that infrastructure projects have suffered
because of diminished supporting funds for current expenditures such as
maintenance, drugs and other medical consumables. '

New Initiatives in the Bank Program
Immediate Actions under the Social Dlmensmns of Adjustment Program

ol. The Bank will work with the GOI within the SDA program to
support the actions listed earlier under the recommendations for the short-
term policy response to adjustment. Top priorities for the Bank are
restoration of cuts to the communicable disease programs, and increases to -
key programs. The Bank considers additional recurrent support to PHC
programs for specific non-salary inputs, such as drugs, medical supplies and
fuel to be essential to support the communicable disease programs.
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ISSUES
ISSUE

Declining Heal udget:

The 1992/3 plan budget at the -
center 1s arbitrarily the same
(10 nomuinal terms) as the
previous year's (Rs. 302cr.)
contrary to the spinit of
structural adjustment, the share
oftbe.algh in total ceatral outlays
was reduced from 0.70 in
1991/92 to 0.62 in 1992/93.
The new funds for AIDS
(rs.58cr.) from the Bank are
part of this allc-.-ation. This
means that the bealth budget
was actually cut to Rs.244 cr.

- Accounting for wnflation, the
budget was cut by over 30%
from the level of the previous
year. Per capita health
spending will be further
reduced by the population
growth rates.

¥ CT1N +

o )‘““h Budjct

Declining Budget for Endemic

* Disease Programs:_ In the
1992/93 budget, the Malaria -

Program was cut by 43% in
nomunal terms, TB was cut by
16 % and Goiter, Encephalitis,
Filana and Guinea Worms
programs were reduced from
8 crores to about one crore.

. € '.illl'\ and

tternalities

- The cut id Malaria is especially

.. serous since this program

= finances the multi-purpose
health workers who participate
1o many vertical Jisease
programs. 1B is expected to
nise as AIDS begin to show its
impact. [n contrast to budge(
cuts in endemic diseases,
medical education and hospitals
gained. It is disquieting that
this represents a shift to
cxpenditures that rise
disproportionately in major
urban ceanters and toward
programs with relatively few
externalities at the expenses of
a program with large
externalities and benefits to the
rural poor.

AND ACTIONS IN PUBLIC HEALTH -

ACTIONS

“Restore the health budget to 1ts

previous share ot total Central
Plan cutlays.

Increase allocations to health to
the lével of histoncalbudget
increase (About 3% 1n real
terms). -

Double allocations to endemic
disease control programs within
a strengthened health budget.

Restore budget cuts to the
Malaria, TB and other
programs to the level of the
previous year.

Develop a plan of action to
strengthen the Communicable
and Endemic Disease Programs
with corresponding allocations
of sufficient resources.-

At a2 minimum, double the
Endemic Disease Program
Budget at the center and
encourage states to do likewise
over a reasonable period ‘of
time.




lmprove Cost Recovery
ym the Aftluent 10 Medical

Input [mbalances: Increases o
" the numbers of paimary health

"\nstitutions (CHC. PHC and

_ SubC) were not matched by
corresponding health/family -
welfare budgetary increases.
Expenditure per facility is
rapidly declining. Decreased
allocations per facility
disturbed the fragile balance 1n
the input packaging of
non-salary res .uices.
Examples of vehicles without
dnivers or gasoline mopey.
unavailability of certain
required drugs and lack of
other supplies are very
common among CHC's, PHC’s
and SubC's.

Almost Total Absence of Cost
Recovery: Medical Education

_ Students pay- 300-400 Rupees a . _

year, a fee structure
determuned over 20 years ago.
The cost of producing a
Medical Education graduate at
government schools averages
between 100-120 thousand
rupees. In the private sector, .
-medical education costs average
about 150 thousand Rupees.
Fees should be charged for
medical education from
studeants from afflueat famulies,
since high private rates of
recurn prevail and there is
curreatly an oversupply of
doctors. Cost recover could
be used as a mechanism to
rationalize the preseat system
and improve equity )
considerations. A suitable
scholarship and loan system
could be linked with
reservations policy and

Define an etfective
package/standard of wput for
‘CHC. PHC and SubC and

" quantify the resource

requirement needs ovii the
next 3-5 years.

Agree on a time-bound plan for
allocating appropnate budgets

‘to deliver a meaningful input

package as defined above.
Begin providing an effective

input package/standard under
adjusted budgetary allocations.

Prepare guidelines for cost

_recovery measures which aim

at recovering around 20% of

“costs within 3 years. - -

Announce the Cost Recovery
Policy.

Give Hospitals appropnate
authority to introduce cost
recovery measures, €nSurin.
that funds collected would
largely remain at the level of-
the institution. |

Begin cost recovery and freeze
the central operating budget for
Hospitals at the 1992/93 level.

Primary-level health services include both services provided under the Health budget (ie. in CHCs and
PHCs) and services provided under the Family Welfare program (ie. in SubCs).




ve Cost Recovery

Attluent for Hospitals

prove Coordinasion with

incentives to serve in rural
areas, and would easure that
medical education remains free
for studeats from poor
families:—Budgetary savings
could be chadneled to produce ~
needed paramedical personnel.

adequate Cost Recove
Efforts: Less than one percent
of hospital expenditures 1s
collected from patients. The
revenue generated is currently
diverted to a central pool and
does not revert back to the

" health sector, let alone the

institutions collecting it.
Hospitals have no incentive to
undertake cost recovery as the
cost of doing so is often higher -
than the revenues collected.

The Cost Recovery System
should have prices based on- .
local conditions and should
include provisions to protect

the poor.

" Weak Coordination: Health is

very much iafluenced by

availability of clean water

supply to villages, effective
sewage disposal facilities and
an informed citizenry. Health
should be in a position to lobby
for improved coverage and
quality of water, sewage and
educational services that target
the vulnerable groups.
(Effective delivery of health
services is also a function of
adequate provision of other
sector services, e.g. transport

.and security). Curreatly no
formal coordination mechanism™  ~ -

is in place

Prepare guidelines for cost
recovery measures which aim
at-recovering around 20% <: -

. costs within 3 years.

Announce the Cost Recovem
Policy.

Give Hosputals appropnate
authonity to introduce cost
recovery measures, easurnnz
that funds collected would
targely remain at the leve. <1
the institution.

the central operating budgz=: 1or
Hosputals at the 1992 €3 iz.c.

Establish a Social Sectors

. Coordination mechanism al the

National, State and Comm .zt
levels including thé Panctayvats.

»

Review performance and

" implement 1mprovement

recommendations.

>
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e (v 10 Policy Planning
L(;numlc Assessment 1n
yith and Famuly Welfare

 riwade Meaningful
~rmaton for Effective
c.:uion Making

I Sirengthen Research in
Endemuc Diseases

Weak Plannigg and Absence of
Economic Assessment: Dunn;
the adjustment phase (and .
beyond) programs competing -
for limited resources must be ~
based on clear policy objectives
and a strong N
analytical/economic work to
present justifiable argumeats
‘fqr budgetary support. At
present no unit, department (or
even a single staff) in the
Ministry of Health and Famuly
Welfart 1s responsible for
economuc. assessment and
planning, or the evaluation of

health impact brought about by --

budgetary shifts.

Inadequate Health Information:
Available health information is
incomplete, of histoncal nature
and basically ineffective as a
tool for decision making.

Inappropriate Research: The
1992/93 research budget was
cut to almost half its level of
previous’ year (from Rs.21.5
to 11.3 crores). Research on
cancer represeats the lion share
of total research budg=t. The
Centrzl Government should

_ increase its research activities
in public health diseases that

Prepare terms of reference tor,
the Health/Famly Welfare

. Economuc Planning Unit

‘Define institutional -
arrangemeants, staffing,
budgeting ard resources needs
of the unit. Define a work
program for the first year
which would include
preparation of an operational
plan for implementing .hc
"Action Plan for Revamping
the Farmily Welfare Program In
India" and the beginning ot
simular work on Health
programs.

| Obtain formal approval,

sanction the needed posts and
appount a Director General to
head the unit.

Establish the unit and initiate
the work program as agreed.

Identify key information needs
for effective decision making.

Define a detailed plan of action

- to deliver effective health

information, including
institutional arrangements at
center and statés, staffing needs

‘and resource requirements.

Initiate the implementation of
Health Information System.

Develop a research agenda for
endemic disease and estimate
its resource requirements.

Increase the research budget on
endemic disease (not cancer)
and seek support from external
sources to augment local
resources.
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raty Medical

yrate Health Delivery
s Lo lmprove
Veness

affect the majont of the Indian
Population.

Ins:gni t Maintepa
Budget: Currently, oaly two
perceat of health institutions’
budget is allocated for
maintenance. This limited
budget is often diverted to

“ other pressing needs. The

economic life of much of the
health infrastructure 1s
drastically reduced for lack of
maintenance.

Inadequate attention to

__Paramedical Personnei: The

system 1s currently producing
too many doctors and too few
nurses. The ratio of doctors to
nurses is 3:1. Doctors are
facing growing unemploymeat,
while nurses and paramedical

personnel are in short supply.

Weak coordination berween the

Departmeat of Health and the
Department of Family Welfare.
The two Departments within
the MOHFW must improve
coordination of their activities.
Both have stakes in the
successful operation of the

- PHC system, but they currently

are competitors for resources<
within that program. In areas
such as maternal and child
health, immunization and
commuanicable disease control,
greater coordination (if not
complete integration) would
ensure the effectiveness of the
programs.

specializations.

Ensur= that maintenance budget
1s not diverted to other )
expenditure areas (by-eafoscing

curreat regulations).

Double the maintenance budget
and ensure that it is earmarked
for dus purpose.

Prepare a Health Personpel
Requirements Study with
actions required to produce
more nurses and paramedics.
The study should recommend
steps to meet a mare balanced
medical education

Prepare TOR for integrated
health delivery system.

Implement the smd):; define the
action plan dnd its resource
requirements.

Discuss the findings with the
States and agree on a course of
action to implement the agreed
recommendations.
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[mprove Productivity -
puph Statf Traiung

insure Responsiveness of

e o4l Education to Public

Ith Needs

Developmeqt: Other than.

pr._ect specific training through

‘externally fundeq programs,

staff training is completely
neglected.  Public sector health

~staff 3ceive no training or

upgrading of health knowledge.
Training is viewed as attending
seminars. The numbers
involved are extremely -
insignificant. Resources for
such activities are covered
under travel budget.

“Trauung” as such is not a
recognized part of the budget.

Limuted Onentation of Medical
Education: The present system
pays little attention to public
health oneatation; it
emphasizes tertiary hospital

_ type cf_specialization.

Additionally, Managemeat and
Health Finance courses are
totally neglected yet doctors are
expected to manage health
institutions (from specialized
bospitals to rural health
ceaters) without formal
oneatation.

ACTIONS
Prepare guidelines for a Staff
Development Plan (including
Doctors. Nurses. Paramedics.

Hospital' Admunistration, Health
Finance, etc.).

Prepare the Staff Developmeat
Plan inctuding the resources
needed to implement it_

Establish a Training Dept at
MOHFW and approve 1ts
budgetary allocation:
(Encourage States to iollow
suite).

Introduce "Training” as a line
item 1n the Health Budget with
an initial allocation of no less
than one percent of total
budget. Secure Government
commutment to increase the
training budget to no less than
three percent of total budget
within three vears, =

Review the Medical Education
:Curnculum with 2 view to
improving content based on
health needs.

Allocate sufficient funds to
implement recommendations.

———s s



Pri.ate Sector
s Throug>
te Regulat:2ns

Weak Qualjty Control:

Available drugs are of uneven

and- unproven quality. Health
. stores dispease drugs -7

(antibiotics, etc.) without
refzrring to prescriptions by
qualified doctors. A major
portion of “Doctors” in the

private sector have no formal -

qualifications.

ACTIONS ;
Tﬁc central Government should

develop a quality control
program to regulate (benignly)

 private sector practices in

dispensing drugs and define
acceptable standards for private
sector doctors. With the court
system being very slow and the
absence of "malpractice”
zulture, Government
regulations take on added
significance and urgency.

" Refine regulations based on

experience.




. The purpose of this Health Sector Finance Study is to initiate
. discussions between the Government of India (GOI) and World Bank (WB
and "the Bank") on Health Finance and Policy issues. This dialogue will
serve to determine the main areas of cooperation between the GOI and the
- Bank for the next few years.

w _ Planners, administrators and practitioners in the Indian health
wervices are already acutely aware of the main challenges that the sector
faces. Furthermore, there is broad agreement between the Bank team and the
policy makers in central, state and other capacities, about the chief health
lanning and finance issues, and about the most rewarding areas of potential
cooperation. This report is therefore a joint statement of the considerable

- achievements of the Indian health system since independence, and the
daunting challenges that it still faces. 2

- ’I'he task facmg the health system has been thrown into- hlgh '
reliéf by the present fiscal constraints under conditions of adjustment. The
report is timely, in that one of the concemns of the Bank, the health
administrators and policy makers is to ensure that the budgetary constraints
do not reduce the access of the poor to health care services. To avoid °
deleterious impact, any cuts must be accompanied by operational-adjustments
that enhance efficiency, and so maintain or enhance outreach of scrv1ccs )
avoiding damaging equity of access to health services. : T#

E!&_Qm._E_g_:mx_a_sLEgm ‘ -

4. This raises the general question of equity of access of the poor to
Indian health services, and the degree to which public expenditure militates

in favor of reductions in meqmty by favoring the poor, disadvantaged and
vulnerable groups. Analysis in the report supports the widespread view that,
before the present period of acute adjustment, low levels of operational -
efﬁczency, together with structural fiscal and adrmmstmuvc procedures,
impeded the ability of the public sector to alleviate, inequities. Disparity of
provision ar. . access are suggested when making comparisons based on-

region, gender, income, social category, level of education, and health status.

B e e



5 This report addresses the degree to which the government can
;ake advantage of current conditions to refocus its strategic and practical
aperations, within existing, admirable policy aims. The objective is 10
provide heulth services in a manner that increases equity and erhances
public expenditure. The imnediate stimulus for this action is the

returns 1o
_ adjustment process, as characterized in the 1992/93 budget. ' -

6. The present period of adjustment is of great significance. If GOI
strategies in health are flexible and imaginative in identifying gaps in.health-
status and access to care, and determined in operational changes to redirect
public spending to ameliorate these disparities, then the discipline of
adjustment wii: provide an ideal and facilitating environment. After the most
stringent period of adjustment is over the health sector will be more )
efficacious, more carefully targeted to remedying-the prevalent causes of
morbidity and mortality, and of more utility to the large majonty of the
nopulation. Equity of public health care will be enhanced.

7. If, on the other hand, the line of least resistance is taken and
health provision is allowed to suffer essentially fiscally-determined cutbacks,
a less effective outcome will result from adjustment. Under these
circumstances, the public health service will, in a couple of years’ time, be

.- even less effective and efficient operationally and even less equitably and

- appropriately targeted. The reductions 'iﬁ-efﬁqienéy_ in health care delivery -,
could hamper the functioning of services to the point of paralysis in some
aspects. Under these circumstances, the health service would become a
major drain upon the public spending of the states and ‘center with little
positive impact upon the health status of the population at large.

The Structure of the Report - - - .

8. . Following the executive summary, Chapter 1 places the health
situation in India within its regional context, highlights the considerable
health  achievements, and provides a brief overview of sources of financing.
Chapter 2 analyzes trends in health spending, focusing on the distribution of
the sector’s resources along programmatic lines. - Chapter 3 looks in more
detail at trends and patterns in health indicators, ‘access to health services,
and health care utilization. Chapter 4 discusses characteristics of the health
* system’s organization and financing that influence the sector’s ability to”
alleviate existing imbalances in distribution of resources. Chapter 5
highlights key efficiency-related issues that affect the allocation and quality of
health services.* Then chapter 6 highlights priority areas for operational and
procedural change with a view to enhancing effectiveness, targeting and,
therefore, equity of health care delivery under the current conditions of
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structural adjustment. Chapter 7 presents medium-term policy
considérations, with an emphasis on reforms that will be fiscally and
administraively sustainable. Throughout, the focus is upon efficiency gains
ind reorientation of spending priorities. Enhanced equity and a greater
capacity to amieliorate inequities should result. In Chapter &, the analysis 1s
interpreted in terms of its significance upon the. World Bank’s view of

opportunities for donors to assist the Indian health sector.

9. Throughout the report, there is scope or analytical improvement
and stylistic enhancement.” Data and the reporting of data, still need to be
refined. It was, of course, not possible to conduct an exhaustive analysis of
Indian health financing during a five-week mission. More detailed sources of
riscal information are, at present, under publication. More surveys are about
to be launched. All will help refine the picture. but these information
constraints do not detract from the analysis since the condition of the health
sector is clear, the analysis straightforward and the highlights of the
conclusion unequivocal.

=% 0 Above all, this is an action oriented document,-designed to
provide suitable guidelines, based on careful evaluation of available
-improvements in health care provision under conditions of structural

adiustment.




QW : (. VERVIEW

1.1 Any assessment of India’s health-sector must begin by

" acknowledging the progress already made, the most notable being a sustained
increase in the life expectancy of the populauon Infant mortality rates have
faiten, and health infrastructure has grown manifold in both rural and urban
India. Compared to the situation at the time of Independence, most litrdians
vould find that they have more to eat and are less vulnerable to famine, and
many would find a better chance of avoiding severe illness. Among large
portions of the population, both socioeconomic and health indicators compare
- 7avorably with countries such as the Philippines and Thailand. Given that.
population has nearly trebled over this period, this is no mean achievement.
‘It is attributable at least in part to the con~erted efforts made by the
Government of India (GOI) to provide the population with benefits under
health and other social sectors.

1.2 At the same time, progress has not been uniform across the
country’s population. India is vast and diverse, geographically,
economically, socially and culturally, and wide differentials exist among
sub-populations. While the health status of much of the population has
improved, certain states and certain groups continue to experience extremely
* high levels of morbidity and- ‘morality; these groups have very hmued access

to affordable and good quality health services.

23 More than many other sectors, health has taken on the respon-
sibility to help close the gaps between rich and poor through its allocation of
resources. The extent to which it has succeeded has been infiuenced by a
range of factors both within and outside of the sector. To date, progress in

-reducing the differentials in health indicators between better- and- worse-off

populations has been slower than many would hope. In part, this is
attributable to the levels and patterns of resource allocations, and associated
inefficiencies within the health sector.

1.4 This chapter provides a brief review of the achievements in the
health sector, placing the Indian situation into its regional context.- It also
provides an overview of the sources of health financing, Wthh are then
discussed in greater detail later in the report :

A. Evolution of Public Psiicy

1.5 Improvement in health status has been one of the primary goals
of development policy in India. A fundamental tenet of public policy has
been to provide free health services, curative as well as preventive, to the
entire population. In the years following Independence, several committees

et e g e
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© complement strongly the-states’ efforts.
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blished to develop norms and targets, and to suggest institutional
o-achieve the goal of universal free health care to all citizens.
onven by this policy of universal free health care, a nation-wide three-tier
System of rural health care comprising Sub-centers (SubCs). Primary Health
Censers (PHCS) and Community (taluk) Health-Centers (CHCs). This system
s described in detail, with its administrative and structural features, in Annex
particular emphasis was placed on the control of communicable diseases
family planning. Aloagside, conscious efforts were made to develop
world-class medical traininz and research institutions and teaching hospitals,

frst in four major cities, but gradually in the rest of urban India. . - -

were CSEa
gructures t

b Under the Indian Constitution, the primary responsibility for the
sublic provision of health care rests with the state governments. The center
ited, though important, role. The states differ vastly in their

plays a limi ‘
.oclo-economic development, disease and morbidity patterns, ability to raise

resources and invest in health care, and managerial capacity to coordinate
and administer programs. Recognizing both the socio-economic differences
across the states and the national importance-of improving the population’s
health, the central government has assumed an active role. The center
provides financial transfers, institutes and financially supports vertical disease
control programs and family welfare. programs. By influencing strategic
“hoices in the provision of health care, the center has the potential to

B. Progress in Health

i.7 Considerable progress has indeed been made. Life expectancy
has risen from 22 years at the time of Independence to 57 at the close of the
1980s. Overall mortality has declined +hroughout the country, largely as a
result of considerable decline in the infant and child mortality rates. These
broad favorable trends reflect the country’s real achievements nat merely in
controiling communicable diseases, but more generally in food production
and availability, in overcoming the severity of famines, and in reducing
malnutrition and hunger.- ' I TR

1.8 _Comparison of India with other nations in the region, that started

with a similar resource base several decades ago, however, shows that India
has not fared as well-as might have been expected. Many countries have

“done better, starting from a similar base, including China and Indonesid (see

Table 1.1). -




L€B - Life Expectancy at Birth
"MR - nfant Mortality Rate

~ Lower 6 (MR > 90 per -1,000) =
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Assam, Bihar, Madhya Pradesh, Orissa,

~te  tates are categorized basis on treir Infant Mortality Rares.

iajl&than and Uttar Pradesh

Soutce: Calculated from Health Information India, 1990 ar~d 1991 Census

. 3. : ._,
1 RETRT: in Social Indicators 1960-90 \
®_ ' »
] Life - g
ancy Under -5 Adul t School
Itlbi:th - mortality literscy -~ Encol lment
.( rs) Gain (per 1,000) Gain Gaiit  (primesec) Gain .
Yo - 1960 . “1970 1976
1990 1989 - 1985 1987
- =
. .0 & 282 36 49
rate 59.1 36X ° 165 -49% “h 39% 66 35%
471 ’ T 7203 .n/a *66
mnt 70,1 49% 63 79% - n/a S _ 83 26%
et 61.2 225 L . 49
~ 61.5  49% 100 -56% T TR 3% . 84 71%
— 46.2 . 233 6 ) 55
T es 62.8  36% 116 -50% 60 30% 70 7%
o ‘ Zavail10on and Subbarao (1992) "
. Yarie 1.2: (-:a.:erison of Health Indicators for Groups of States in India
E 1991 ‘ 1988 1986-91 1989 1989
g POPULATION  INCOME PER CAPITA FEMALE LEB- RURAL 1MR URBAN MR
(million) (current Rs.) years) (per 1,000) (per 1,000)
Brca A 29 2598 711 23 15
e 8 i . 391 3291 61.9 -8 52
Lot . 389 - 2213 - 53.9. P | 70
T .- Bk - 3835 . C 59.1 98 58

Jooer B (iMR < 90 per 1,000) = Andhra Pradesh, Gujarat, Haryana, Karnataka, Maharashtra, Punjab,
Nadu and West Bengal

public health sector.

1.9 ~ The broad aggregates hide large disparities within India. Nearly
_ half of the population, living in eight of the 15 major states, has health
indicators that approach those of countries widely believed to be far better off
than India. With a per capita annual income in 1988 of more than
Rs. 3,000, these better off states have an infant mortality rate (IMR) of about
72 per 1,000, and a female life expectancy at birth of nearly 62 years
- - (Table_1.2). These states have benefitted most from the country’s social and
economic development, and from the investments made in development of the

£ A 7 G-y
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110 _ The population of Kerala, which stands out.dramatically from the
. .est of India in terms of sociz! cevelopment, has health indicators that far
surpass those in other states, and in most other countries of the world. With
a per capia income of just over Rs. 2,500 in 1988, Kerala has lowered its "
[MR in rural areas to 23 per 1,000, and in urban areas to 15 per l ,000.

women live, on average, to 71 years.

111 The situation is starkly worse for much of the rest of the
r-ooulanon In the poorest six states of the country, which also include the
states with the largest populations, per capita yearly income in 1988 was
about Rs. 2 .000. In those states, 10 out of every 100 children born will die
before reaching the age of one year; on avcrage, women live only S8 years.
These states, limited in their own internal resources and ability to raise public
funds. have not benefitted as much as they might have from the efforts of the

Ol in the health sector.

1,12 The outreach, efficiency and equity of India’s public health care
system ditfer vastly across the states and by rural or urban location, as do -
health.outcomes. For example, the infant mortality rate in urban India in

- 1989 was 58 deaths per 1,000 live births, while the correspondmg rural rate

was 198.

I3~ _  Disparities in health.go beyond those associated with-region.
The most stark disparity is that between the sexes. As Seen in.almost every
~ health indicator, women are at a pronounced disadvantage. India is among
the seven countries in the world which record a lower life expectancy for
women than for men, and the public health care system has been, unable to
target health and nutrition interventions to overcome the -pervasive societal
inequities that discriminate against women. -Health indicators and the reach
of the public health care system, also differ considerably across- social -
classes. Among the historically disadvantaged scheduled castes and
scheduled tribes, infant mortality is markedly higher than for others, in both
rural and urban India.

.14 In the face of both the progress that has been made in much of
the population, and the disparities that still remain between the advantaged
and the disadvantaged groups, the policy question is: How can the health
system’s organization and financing facilitate the sector’s ability to "close the
gap" by bringing the standards of health care and health outcomes in the poor
states up to an acceptable minimum? How to raise the siandard of health =
care ‘argeted to the poor and how to inciease their access serve as guxdmg

quesuons for this repor.

- ',‘;
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C. Changing Patterns of Disease and Causes of Mortality
The 1980s saw much atiention being given to infant and child

lity- control pr in India and elsewhere. A major national-level

rogram (the Integrated Child Development Services) was introduced to o
combat important diseases-via immunizations, oral rehydration therapy, and ‘ -
~utrition supplementationi. These are either fully or partially centrally- .
funded. External agencies are active in supporting these programs.
women's repr v also received support, albeit in a limited way,
the maternal health components of the family welfare program.

15

througil
‘116 By far the most important programs addressed by central furnding 2 Moy
are the vertical programs to combat communicable diseases. Most of these — S S

- nieeds.” Leprosy cases have reduced by-over one-third during the 1980s.

programs are either fully or partially centrally-funded. There are interesting |

.rends in the incidence and severity of these diseases. Tuberculosis is known . |

10 be rising through the mid-1980s in incidence but declining in terms of {

tatality rate (Srinivasan, 1992). Forty years of a national program has only — » -+
harely abated its severity but not substantially reduced its incidence, largely \
Jue 1o unsuccessful preventive care-which, in the long run, may place a
greater burden on curative services. - Malaria cases remained stable over the
1980s. increasing in recent years. Current efforts seem inadequate relative to

L7 Other important communicable diseases are kala-azar,
encephalitis and meningitis. From a public health stand point. urgent action
is needed, but adequate resources are not mustered to control of these
diseases. Considering that the incidence of these diseases is greater in poor

"~ states such as Bihar and Uttar Pradesh, it is particularly hard to exercise

_spending choices across @ variety of competing demands when resources are Y u

shrinking.

S

1.18 Cardiovascular diseases and cancers are rising as a proportion of
all deaths reflecting the epidemiological transition which is now underway.
Their treatment places exceptional burden on the public hospital system, and
increases the potential of the rich, urban elite to lobby for more budgetary
allocations. The emergence of AIDS will further encroach upon resources in

- the future.

1.:19 In sum, recent evidence suggests that overall progress made in
controlling the major communicable diseases is impressive. The very gains
in life expectancy, however, have resulted in increases in mortality ffom
chronic and degenerative diseases of 2dulthood, and in “life style" related
diseases (e.g., heart ailments). These trends are likely to persist, and will
most likely be complicated further by the onslaught of AIDS

e = - ——



5l ¢ svironmental health hazards. Three trends are clear: (1) the poor and
Hie deprived classes continue to suffer from life threatening commumcable
diseases such as TB: (2) the middle class and the affluent are likely to suffer
- from "life style" diseases; and (3) AIDS and environmental hazards are likely
(0 hit everyone. These transitions raise important issues of resource
allocation across competing demands.” They add urgency and perspective 10
the task of examining how thegovernment can gain the most from every

spending decision. : .

D. Public and Private Spending on Health Care

. »q  How much does India spend on the social sectors and on health

1. -

_care? How has central funding fared in recent years?

Public Spending

}. 21 In\d_i_amspe'nds close to 6 percent of GDP on the social sectors.
The share of health and family. welfare in the total social sectors was about

20 percent in 1990/91.

1.22 The ceatral plan expenditure on health (excluding family welfare.
water and sanitation) steadily declined from 0.08 percent of GDP in 1985-86
to-0.05-percent of GDP-by 1991/92 (according to revised budget estumates):.
in the Budget Estimate it further falls to 0.04-percent of GDP (projected).
(Clearly, plan expenditures on direct public health programs have been
declining, so that in real terms the expenditure in 1991/92 was less than
1985/86. The central non-plan spending on direct public health ranged about
0.03 to 0.04 percent of GDP since 1985-86. The share of water supply and
<anitation in plan spending was erratic; but ranged between 0.14 0 0.10
percent of GDP; - the latest budget estimate for 1992/93 shows a sharp fall
compared to the previous year. By contrast, the share as well as the real
amount of funding for family welfare has steadily increased.

1.23" The plan spending by the states on health and family planning
fell from 0.37 percent of GDP in 1985/86 to 0.33 of GDP in 1989/90. The
non-plan spending by the states on health and family welfare ranged around
0.65 percent of GDP since 1985-86. B ' '

1.24 Taken together, the center and states’ plan spending on basic
health has declined in the recent past. If all resources of the center and the
siates, plan and non-plan, are added, it amounts to no_more than 1 percent of
GDP for basic health care. If water, sanitation and family welfare are added
it would be about 1.6 percent of GDP in 1990/91. '
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: _ It is worth stressing that India’s pablic spending on health is nc-
zé;s than the developing country average. In fact, it is slightly more than
hat of both China and Indonesia, countries with significantdy much better
health outcomes than India. Clearly, public spending pPer se is no panacea -
for better health; fow money is spent. by.Indian government(s) appears as

important as how much money is spent. This isespecially the Case in the

prevailing context ’of fiscal contraction. ' ‘

iy ndin

b Contrary to popular perceptions; the poor. are spending more than
Rs. 150 per head per annum on health care in India, whereas the public
* «ources amounted to only Rs. 75¥. This by itself demonstrates that the origi-
nal intention of planners, viz., to provide free health care to all has not been
cealized. Moreover, it also suggests that the poor as well as the nch are 1n
. fact spending considerable amounts on private provision of health care.
| Assuming an annual spending Rs. 150 per annum by the bottom deciles.
private spending on health amounts to 3 percent of poverty threshold income

per head.
E. Resource Constraints and Choices in Health Case Provision.

107 - Impressive as India’s gains have been in creating a health system.
and bringing about significant improvement in living conditions. there is
much to be done. The overall modest level ot public resources going to
basic health care, the sluggish response of the system (in terms of health
outcomes) to public spending, and the observed inequitable distribution of
benefits from public heaith, clearly suggest the need for improved allocation
of resources to the health sector, and within the sector itself. Within the

¥ sector, systemic constraints are intertwined with issues of resource allocation
- amng competing demands: (a) primary health care versus hospitals;

' (b) rural versus urban; and (c) vertical disease control programs versus basic
curative services, for example. '

. i 04 e, (50 i, ek v

3 . 1.28 . The system is being stretched beyond fiscally sustainable levels
I as it seeks to provide free services and medical education with little internal
’ resource mobilization, alongside expanding primary health services, direct
disease control programs and family welfare activities. Given the resource

constraint following fiscal contraction, the provision of health care can no
longer be divorced from its financing. More than « -er, the government is

. Tt must be noted that information on annual per capita private spending is limited. so all figures presented on
I individuals’ health expenditures are estimates based on incomplete data. Information on the public sector, on the other
hnid is:both reasonably complete and of good quality.

/
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h difficult choices in the health sector -- but also with the opportuni-
prioriti<s 0 reflect those which will provide the most

the most disadvantaged populations, with the greatest

raced Wit .

g 1O reonient Spendlng
_and especially

. xopl_c‘. an pec

- 'pcner;zs_.

Any discussion of measures to bring about a more efficient and
equitable use of resources in health care must be based on a detailed .
Lssessment of the recent trends in plan and non-plan spending in the czntral
ment and. across the states. It must also include an assessment of the
d severity of diseases and morbidity prevailing in the states and
lations. The following two chapters address these 1ssues.

{29

..govcm
pattern an
among distinct popu

.‘V i ‘1I: SPENDING IN THE HEALTH SECTOR: WHAT POTENTIAL TO
: 2 REDUCE INEQUITIES?

R This chapter reviews health spending in India, including overall -
spending on health, trends in public sector expenditures over time, and the
distribution of public spending across programs. It also addresses some

important issues in expenditure policy.

b TR s

S ()véra!l'Spehding on Health: Public and Private Sources ' -

o Table 2.1 displays mission estimates of total spending on heaith
rvices in India for 1990/91, the most recent year for which estimates of the
components are available. Overall spending, at about 6.0 percent.of GDP. 1s

quite high for a country as poor as India. Other estimates of health spending

' in India all for much earlier periods, ranging from 1982/83 to 1986-87, have
. = ranged_from 2.9 to 8.3 percent of GDP. One analyst distills from these
l p ' studies, as a "best guess” that about 5.5 percent of GDP was devoted to
health in the mid-eighties, or about US$16 per capita at- the time (Berman

£ C1992),
2.3 Using the mission estimate, annual per capita spending in the
early 1990s was Rs. 330, about US$13.20, which is substantially lower than
in earlier years when the exchange rate was more favorable. Private out-of-
pocket spending dominates this estimate, accounting for about 75 percent of
the total. Government spending accounts for the next largest share, with
states accounting for 19 percent and the central government accounting for
about ~ percent of the total. Local governments and external assistance — |
accounted for an estimated 1 percent of the total. “Third party payment

ciicammn mom tm ehmte o famacs o Vo i and mmmmiima £ tbo oo .
SYSIEMS ar€ in iCir iniancy in india and acCouiit 101 wc Icmaining 3 percent.

—
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A+ Table 3.1 Estimate of Total Spending or Hea'sh from All Sources, 1990-91 in Rupees per Capita

Per Capita- Share  Share
Estirnate” of of

" ) . Toul GDP
FUBLIC SECTOR N S
. Center 6.6 2.1% 0.1%
States ; 595 18.6% 1.1% St
Municipalities 1.5 0.5% 0.0%
" External Assistance 14 05% 00%
“Sub-total Public 68.8 21.5% 1.3%
PRIVATE c
Out-of-Pocket 240.0 752% 4.5%
Third Pany 0.0%
ESIS ' 2.4 08% 0.0%
Various Gov't Schemes 4.3 1.4% 0.1%
Private Employers 38 1.2% 0.1%
Sub-total Private 250.5 78.5% 4.7%
TOTAL ' 3193 100.0% 6.0%
Source: Mission estimates

As will-be explained; this high level of private expenditure 1s not necessarily

4 desirable feature. : B ) .

N The 1990 NCAER national survey of household expenditures, on
which the private spending estimate above is based, found that the poorest 40
percent of rural household spent an average Rs. 157 per iliness episode when
receiving care from government doctors and Rs. 131 when purchasing care
from private docfors. The richer 60 percent of the rural population paid less
for government doctors, Rs. 137 and more for private doctors, Rs. 215.- The
overall average of spending per illness, no matter which source of care was

~ used, was Rs. 139 for the rural poor and Rs. 195 for the rural non-poor.
Expenditures per, visit were actually lower on average for the urban .
population (NCAER, 1992). The 42nd round of the NSS survey, completed
im 1987, estimated the average amount paid for treatment when using
government facilities by rural residents was Rs. 115; for private providers, it
was Rs. 85. In cities, spending related to government care cost less, at Rs.
103; private was higher at Rs. 91. Although the absolute size of spending

varies between the two surveys, the spending patterns are similar.

T T B A A e e
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(a)

(b)

10

- These data have several important implications for policy under -

sdiustment and for health sector policy over the longer term:

Priv - :0ding | ] f the
total. This may be a surprising conclusion, but in a country
where pedple suffer from preventable illnesses, it is entirely
possible that highér government spending, carefully targeted to
health problems with high externalities, could mackedly reduce
private out-oi-pocket spending. High spending on private health
services by the poor is an indication that the government system
is not delivering low-cost or free care effectively. Improved
funding and management of primary health care services should
be reflected in lower out-of-pocket spending by clients of
government services. Attention by government to changing
spending priorities to address these problems during adjustment
would result in a safety net for those whose ability to purchase
care from the private sector becomes constrained temporanly.

Finally, even if nothing is done about these two problems, a high
share of private spending is indicative of a relatively high
inciderce of economic catastrophe for households because of
health care emergencies. A larger share of spending through
third-party payers would mean that the institutional mechanisms

“had been developed to help households share these risks. Ctearly

these institutions do not exist. They merit longer-term anennon
by govemments

On-f- xpenditur r burden on th I.
When the poorer 40 percent of the population pay as much or
more on health care than the other 60-percent, clearly they are
paying out a-significantly higher percentage of their incomes on

. health care. Those who are least able {0 pay are bearing the

largest burden. The household surveys cited above indicate that
medical care is second only to dowry as a cause of indebtedness
for rural populations. Under structural adjustment, the incomes

of the rural poor may be affected relatively little’(but perhaps for

the large share of landless), but the urban poor are likely to
suffer. It is the urban poor who may be the first to drop out of
making private sector purchases. But the evidence shows that
they will save little or no money by choosing government

services, which carry transaction and other costs. Protecting the

poor under adjustmcm requires 1mmed1atc attentics io this

nrnhlnm -
r+




* 1y v In 1991, before
transfers to the states, the central gsvernment controlled about S6
percent of all government spendmg and about 17 percent of GDP
(Ravishankar estimates for the mission, 1992). It spent about 0.5
rcent of this amount on health (and another 0.7 percent on >
family welfare). Playmg such a small role in the health sector,
the central government is virtually mcﬁpable of affecting the mix
of spending in Table 2.1 for better or worse. However, it has a
potentially important role to play in constructing a-social safety
net for the poor in the health sector, for developing strategies to
reduce the burden of illness on households, and for developing
institutions to share risks. There could be considerable payoffs-
in the short and long terms to a more activist, policy-oriented
approach to the health sector by the central government,
concentrating on the externalities that can spread benefits

broadly.

2.6 The remainder of this chapter concentrates on both the central
and states’ roles in the health sector as indicated by spending patterns.

B. Government Spending: Definitions and Constitutional
Constramts _ ]

2.7 - - India accounts for govemment spendmg usmg two different tvpes
of budgets. The plan budget contains spending for new programs associated
with the.current Five-Year Plan. This budget contains both recurrent and
capital spending, including virtually all capital spending. The non-plan
budget finances regular government operations, including programs that have
moved out of the plan budget and into the regular appropriations process.
Typ1cally, the non-plan budget contains no capital- spcﬂdmg, although there

are minor excepuons to this generalization.

2.8 .- The Ccntral Governmert, the States and the Union Territories
employ this accounting practice. The practice also has some policy
significance, because the center has almost no independent ability to carry
out programs based on current expenditure in the states. The center typically
uses projects in the plan budget to accomplish this end, in negotiation with
the states. The center funds all or part of such projects, with the states
admtinistering them. These projects are of three types: (a) temporary

- projects that are completely funded from the center and are expected to be
absorbed completely by the states in their non-plan b dgets; (b) temporary

- projects that require both central and state contributions and arc aiso intended

© ¥ See Appendix 2 for a more detailed discussion of the budgeting process.

el
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ve absorbed bY the states; and (c) projects that fali intc one of these two
B ones but have become permaiient parts of the plan budget. The prime
the latter is the family welfare program, 100 percent funded by

Some. vertical disease programs are funded by a combination of
and center speoding, typically 50 percent funded by the center (in the

alcg .
. exampi€ of

statle

I sense that each rupee allocated by the center must be matched by the state,

with no ceiling on other state contributions but with a fixed limit on the ..
entral contribution). Others, such as kala azar, are funded completely by
. z:.c center. ” :

i In a formal sense, health service delivery is primarily a state

2.9
" resporisibility in Iadia. In the- constitution, the State List includes public

health. hospitals. dispensaries, and so on. The constitution assigns very few
“of these tasks exclusively to the center through the Union List, except in the
ease of administration of Union Territories without legislatures. Most of the
enter < functions are shared with states under the Concurrent List, including
populzuon control, medical education, vital statistics, and health sector
regulaon. The center is also charged with developing broad policies,
\echnical assistance to states, and implementation of important national health
programs. In practice, many of these distinctions are blurred, and the center
has found ways to carry out programs through negotiation with the states that
do not precisely fit into these categories. »

= 210 “The national Debartmeni of Health focuses most of its health

actvizes on a number of national hospitals and research institutions, health
services for central civil servants, medical education, and health care in the
centrailv administered territories. Family planning and vertical disease
programs have also received considerable attention from the center. National
policy development is accomplished through tire Central Council of Health,
but reiatively few resources are devoted to the tasks of data collection, -~
analysis, and policy development. : e =

C. Historical Overview of Public Spending
ndi -

2.11 Figure 2.1 shows plan total, center and state expenditure over the
period from 1950/51 to 1992/93. The separate family welfare program,
which is, even today, almost exclusively a family planning program with
minor expenditures on maternal and child health (MCH), accounts for a
barely -erceptible share of expenditures until the second plan, from '1956/61.
Health and family welfare have consumed a fairly steady 3 to 3.5 percent of
plan budgets over the 40-year period, with family welfare growing at the
expense of health. The result is a oersistently declining share of plan
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Figure 2.1. Trend in Plan Expcnditures for- Health and Family
Welfare, 1951-92. . ;

o pcnditﬁreé for health over the entire 40 year-period. There is a decline for -
©calth-with each plan period, which is clear by the steps in the graph: -

202
‘otal national plah spending, but that is only because of considerable state
sJlucations for health.

: By 1991-92, family welfare matched health as a proportion of

3

2.13- - - .Considering the budget at-the center, alone,; family welfareis ~ = :
approximateiy three times larger than health-in the plan budget. In 199091, -
external assistance supported 28 percerit of expenditure for family welfars,

which is substantially higher than in previous years and may correspond to &

lower domestic fiscal effort for family planning than is reflected in the

graph.Y

Y The source for 1950/51 through 1989/90 is Central Bureau of Health Intelligence, Health Information India -
1999. The source fof 1990/91 and estimates for 1991/92 and 1992/93 is World Bank estimates by V. J.
Ravishankar. For 1991/92 and 1992/93. state contributions are-assumed.to remain the same as in the previous year,
and the changes in the graph reflect onl changes in the central allocation. State estimates are not available for these
two years. The graph looks like a step function up o 1980 because each year up to that point represents the annual

average for the plan.
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Figure 2.2 illustrates total, center plus state recurrent and capital
health and family welfare_from.combinéd plan and non-plan
budgets over the seven plan periods. Comparison ot Figure 2.1 and :
Figure 2.2 shows that family welfare,accounts for a much smaller proportion
of overall spending than of plan spending, which is due to the fact that it is
primarily funded from the center through the plan budget (also see

footnote 3).

R
spending On

sercent ot Tolal Soenaing

<{.9f 1956-6¢ 1961 66 1966-63 1969-74 1974-76 137580 1980-55 196¢ =°
Flan Periog

Bl Heann Family Wellare

Figure 2.2. Trend in Total Central and State Expenditures for Health
and Family Planning, 1951-90. ’

2.15 The picture of health and family welfare spending that emerges

- from Figure 2.2 is of a long-term decline in the proportion of total center and
state spending budgeted to the two programs. Since the Fourth Plan perrod,

1969-74, health has accounted for 3.29 percent of total government spending;

family welfare has accounted for 0.51 percent. "o

2.16 However, heaith has fallen steadily as a proportion of spending
until, by the Seventh Plan, it accounted for an estimated average of only 2.7
percent of spending, by far its lowest share in India’s history. Family




in coritrast, crept higher as a share of total expenditure over the
as 0.60 of total spending in the most recent plan.t

-

—

welfare has. .
plan periods. ending up

= g ) " v 2!
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217 Has the secular-decline in health spending as a proportion of both
_plan and total spending translated into lower real spending? The presumption .
must be that growth in the economy and government budgets would have
-wsulted in an increase in spending despite the decline in share, and this is the
.ase. From 1975 to 1989, states’ spending on health (medical and public
- health) at constant prices rose by 6.2 percent per year, compared to an 8.4
nercent increase in overall state spending. State spending on family welfare
" ose by 10.2 percent annually. Over the same period, central spending on
health rose by 5.8 percent annually, compared to 8.2 percent for overall
«pending. The center’s contribution for family welfare rose by an average of
_10.0 percent annually, apparently reflecting a high priority for family )
welfare. Thus the decline in share of public spending on health occurred as -
real spending on health increased (rising, however, at a slower rate than
overall spending). The slower rate of increase at the center resulted tn a

shift in spending toward the states.

218 - There ‘are two distinct periods that merit discussion. Most of the

“ growth in both state and center-spending on health occurred in the 1970s.
Diring the second half of the 1970s, state spending on health rose by 9.8
sercent; for the center, the rate was 13.9 percent. For the 1980s, the annual
increase in state ‘spending on health was about 4 percent; in center spending,
oniy 0.8 percent. The opposite trend is apparent.in family welfare spending,
wjth faster growth rates in the 1980s. State spending on family welfare rose '

: by an-average of 7.2 percent and center spending, by 4.7 percent from 1975

10 1981. Both took off in the 1980s, with state spending rising by .12 percent
per annum and center spending rising by almost 14 percent. )

Y The oumbers underlying Figure 2.2 were calulated from Duggal, 1992, Table 11. Duggal does not
disaggregate health from family welfare nor does he include totals for the Seventh Plan. Here are health and family
welfare disaggregated by assuming that all family welfare spending was contained in the plan budget and subtracting
this amount from Duggal's figures to get total health spending. This tech ique may understate family welfare
spending by 3 10 § percent, but the total of health and family welfare is correct. As:for estimating Seventh Plan

spending, non-plan spending averaged about 40 percent of total spending since 1951. Plan spending for the Seventh
Plan is known and can be assumed 1o be about-40 percent of lotal spending, which gives an estimate of ol
spending for that period. Actual spending on health and family welfare ‘is available for all but the I==t year of the _
Seventh Plan. The final year was estimated by adding the average percentage increass 1o ine previous year. For the )
Seventh Plan. annual spending comes from tahles produced by Dr. V. B. Tulasidhar for this mission. . o

¥ This section is based on V. B. Tulasidhar, “State Financing of Health Care in India: Some Recent Trends.”
National Institute of Public Finance and Policy, New Delhi. March 1992.




Shifting attention to per capita spending, the net result of
population growth is that real per capita spending on health
ually over the fifteen-year period by 4.38 percent for states.
r the center, and 4.25 overall. For family welfare, the
7.8 percent by states, 7.6 percent by the center, and 7.8

19
factoring 1N
ann
3 48 percent fo
(neTeass Were
percent overall. , ) _
220 . “At constant 1988/89 prices, average per capita expenditure on
u.nlth by the states was Rs. 37.38 over the pcric'id 19286/89, about 50 percent
higher than in 1974/78. Spending on family welfare was Rs: 8.29 per capita.
Jbout 100 percent higher than the 1974/78 level. Central spending per capita

s n~t available for the same period.

> 29 The share of national GDP devoted to health th-r._ough central and

«ate governments was (.97 over the period 1986/90. An additional 0.25
percent was spent on family rwe_lfare.

Conglusions
. _ Highlights include the following characteristics of public -

-

ypencing on health and family welfare: ,

@) - Constant overall share of plan spending. Health and family

welfare together have aécoun_ted for 3 to 4 percent of plan
spending for four decades. '

(b)  Declining sh health in‘plan spending. Increases in family
' welfare spending within this ceiling of 3 to 4 percent for both
programs has resulted in a decline in health spending from over 3
__percent of plan expenditures in the First Plan to less than 2 -
~ percent in the Seventh Plan. 4 '

(¢) A fairly constant share of overall government spending. Health
_and family welfare have accounted:for 3-4 percent of overall
government spending. -
(d) A drop in the share of overgll spending since 1985, Health and
family welfare experienced a clear decline in share of overall
~ spending during the Seventh Plan, attributable almost completely
10 cuts-in health spending. ‘

(e) mmwm Despite these declines in share,
real per capita spending -on both health and family welfare has
- risen since 1975. :
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(f) smaller increases in health spending in the 1980s. Although

increases in real family welfare spending have accelerated during
the 1980s, increases in health spending have slowed markedly.
Increases by the center have not even kept up with population
growth. The center has not maintained the leverage over health

spending that it had in the past. .

D. Government Spending on Health in 1991-92

223 This section discusses the allocation of recurrent spending by the
center (plan and non-plan) to all expenditure categories for the most recent
year for which.data are available, 1991/92. The first section includes all
gpcndmg but subsequent sections focus on recurrent health expenditure only

Table 2.2. Towl Amount and Distribution of Current Central and State Budgets, 1991/92, in Crores.

Central 1991-92 . State 1991-92 All-India Shares
1991-92

Amoun Percent Amount Percent Amount Percent Central  State
v - ) ' S N

Hospuals 569 36 17921 423 18890 317 31 9609 -
PHC's & Dispensaries 00 00 7947 188 7947 136 00 1000 '
Central Goveriiment 76.3 48 76.3 1.3 100.0 0.0

Health Scheme

Employees State 00 00 341.8- 8.1 3418 S9 00 1000
Insurance’System

Education & Research 2120 133 2961 7.0 _508.1 87  41.7 583
Administration 96 06- 769 _-18 - 8.5 " 15 1l 889

Public Health 1979 124 - 6785 ~ 160 8764 150 226 TI.4

Other 7. 04 570 13 640 1.1 109 891

Capital (Health) 1857 -11.6 1880 44 3737 64 497 503

Family Plaoning 164 461 25 01 788 127 9.7 03
MCH/EPI 1146 72 04 00 1149 20 997 03

Total 15863 100.0 4227.9 100.0 :5824.3 1000 27.4  T2.6
Source: Mission estimates based on MOHFW Performance Budget 1991-92, additional

tables on states budgets by Dr. V.B. Tulasidhar, tables by Ravishankar produced
for the mission, and Tulasidhar (1992).

Note: Family Planning includes both recurrent and capital spending.




T SO P T i
P e el S R o B é n
g = B i T SO - : O BERES

ST

Table 2.2 displays mission est:mates for Department of Health
;;s:igcts at both “he central and state level-for fiscal year 1991-92.1 The _
hottom line shOWs total spending by the center and the states. The figure of
‘Rs- 5,824 crore is about 0.96-percent of estimated GDP and Rs. 650 per

ta. It is not possible to calculate the percentages of state budgets devoted
10 health and family welfare in 1991-92, but they averaged about 6.8 percent
of state revenue expenditure over the period 1986/89{Tulasidhar 1992): there ‘
s no reason to expect that it would have changed much: ’ "

In 1991-92, the center contributed 1.5 percent of budgeted
o health and family welfare.. The all-India total comprises 27
the center and 73 percent by the states. :

=225
spending t
percent by

. 226 Two items will be netted out of the budgets when discussing the -
| Jgistribution of spending below. First to be excluded will be capital spending
for health, which accounted for 6.4 percent of overall spending. It was -
_ shared about equally between the center and the states. Family welfare 1s
also eliminated, which includes family planning and MCH/EPI. It accounted
for about 15 percent of all-India spending and 53 percent of center spending.
Dropping these two programs from the discussion, eliminates an ° _
E. extraordinary 65 percent of the center budget, but only 4.5 percent of state
; budgets. Capital spending for health and family welfare spending together-
S - amount to 21 percent of all-India spending. = T . }

.27 The remajning amount, which is recurrent health spehding}v was
_ 0.76 of GDP in 1991/2 and Rs. 55 per capita. It was financed 12 percent
5 from the center and 88 percent from the states.

S .- 2.28 This procedure identifies one of the major themes of this Teport:
3 that the center pays relatively little attention to-health. .- It has too little '
leverage over health spending or health priorities in the country. The amount
the central government spends on recurrent costs for the DOH was only 0.5
percent of total center spending in 1991/92. This is an underlying reason for .
the lack of support for health facilities. Furthermore, -this low spending
translates into little leverage over all-India health spending, as the center
: accounts for only 12 percent of recurrent spending. When the distribution of
spending is discussed below, it will become clear that the-12 percent figure

3

<

k. ¥ The data have apparently not been collected in this format before. Two caveats are in order. First, these are only Ca
) budgeted amounts, not revised or actual figures. Socond, state budget figures was available for 13 of the largest 15 - -
&m.:ﬁegﬁﬁ;gmwnﬂmmkﬁroﬂhwwhwm.Thilndjumunﬁ'ecumeloiﬂ
-mouueaim-udMhm-d@hum%wdw.ﬂqhdmﬁwupw-
; Gnmloumunderlbephnbudge(hvebmdbcuedloM&Mﬁm.mmnmmhinmbcemr
i : budget, and they have been netted out of state spending. .
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iy overstates the amount of leverage. Yet in many ways the states still

Jook 10 the center for a lead.
f Recurrent Health Expenditure by Program -- Central T s

o Figure 2.3 shows the distribution of central government .
ecurrent spending for the 35 percent of the MoHFW's budget going to .
current health spendin

g for 1990/91. Little distortion is introduced by using - .
\his single recent year ' .

»

e macwn.

because spending patterns have changed only
ncrementally over the past five years. The largest program at the center is -
medical education and research. It absorbs 38 percent of current spending. - -
public health ranks second; this mainly involves grants to the states, which
involve 70 percent of spending. The remaining 30 percent rémains at the - )
center to support central institutions with a role in the control of diseases. o
.uch as national institutes for various communicable diseases, a prevention-
* of-food-adulteration unit, public health laboratories, and so on.

230 The third most important program is the 17 percent allocated to
\he Central Government Health Services (CGHS), to provide medical services
to central government employees.t’ Central hospitals receive 10 percent of

the budget. From analysis of the budget, them, the DOH has four basic
functions: (a) educating physicians; (b) operating large national hospitals and:-
research centers: (c) providing primary medical care to central government
emplovees: and (d) supporting public health activities in the states.

~significant interaction with the states, that portion, provided to states for

public health spending. In other words, that portion of central spending on )
heaith that carries with it some levefage over state and local priorities is = . _ '
limited to 4 percent, not the full 12 percent. ’ ' 3

231+ Only about one fourth of the central DOH budget creates a

2.32 Of course, this statement disregards non-budgetary ways that the
center can influence the states, which may be important in subtle aspects of
health policy, but the center is indeed quite constrained in terms of budget to
influence spending priorities-at the state level. * Similarly, it is extremely
limited in its-ability to counter interstate.inequalities or to address other
important equity problems. ' ‘ :

¥ In 1990/91, this scheme cost Rs. 822 per cardholder and Rs. 183 per beneficiary. It runs a towal of 314 clinic-
lype units, spending about Rs. 2.232.000 per unit in 1990/91.. Some _n-.imbuned expenses for costly private sector

surgeries are included in- this figure. )
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Figure 2.3.  Distribution of Current Central Spending for Health,

Budget Estimates 1951-92.

5. 39 ~ The health budget at the center allocates insignificant resources to
the primary health care system which is supported, however, through the

ramily welfare budget, which has'a heavy emphasis upon family planning
wrvices. Indeed, nor do the states spend heavily in the HC system. ANMs,
PHC and subcenter ‘staff are all paid for by Family Welfare. The states build
the facilities, but subsequently earmark no funds for maintenance. The PHCs
(like hospitals) are therefore very exposed to lack of maintenance within .
these constraints. The center has very little room to maneuver in terms of

national health policies.

istribution iealth ndit m — Stat

2.34 Figure 2.4 shows the distribution of current state health spending
m Table 2.2 under the major heads. The Departments of Health at the State
level are obviously much more concerned with service delivery than the-
central DOH. Hospitals consume the largest share of spending (44 ‘percent)
and primary care adds another 20 percent. Adding the amount devoted to
public health (17 percent) exhausts just over 80 percent of spending. The
states are required to contribute 12.5 p~rcent of the Employees State
Insurance System’s budget, which consumes about 8 percent of state budgets.
This insurance system provides health services to formal sector employees.
The small remaining shares of state spending go to education and research.

Fe
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Figure 2.4. Distribution of Current State Spending for Health, Budgets
for 1991-92

The All-India Picture

2.35 Finally, Figure 2.5 summarizes the total amount of spending by

the major programs as well as the share of the center and the state in them.

By the standards of developing countries, tiie overall distribution of -
expenditures is laudatory. Hospitals are by far the most important program, * _
consuming 40 percent of all-India recurrent spending. This might seem
excessive but, in fact, this figure is often well over 60 percent in a country at
India’s level of per capita income. '

2.36 Public health spending runs a distant second, at about 19 percent

of expenditures. In many other low-income countries, this figure is well ' :
below 10 percent. PHCs and Dispensaries account for 17 percent of ‘
spending, also a relatively high figure for Tow-income countries. The

problem is less the distribution of spending by major head than the

mefﬁmenmes that result from the low level of current expendltures relative to

tic massive infrastructure that exist.
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Figure 2.5. Amount of All-India Current Health Spending and Share
of Center and States, 1991-92 Budget Estimates.

237 Itis from this perspective that the level of spending about Rs..54 . - -
per capita, less than 1 percent of GDP-and less than US$2 per capita at. “ et
current exchange rates is low. And it is the unsatisfactory nature, to the
consumers, that explains why this low public spending takes place 1n an
environment of high private spending. The question must, as a result, be
posed, could increased public spending targeted to weaker groups in the
society and to interventions with high externalities actually result in lower
_private spending, particularly by those low income -groups and for
preventable health problems? -~ S '

3

v in Communicable Di

2.38 Public health and medical education are the only two activities 1n
which the central government plays an impertant role, contributing ‘almost
half of spending on medical education but less than 25 percent of public
‘health spending. The latter i$ interesting and most important because the
central government’s spending is. channeled through either 100 percent
centrally financed schemes or 50/50 matching grant schemes. Here central
leverage is at its most acute, and potentially the center cculd make a major
contribution to health expenditures with demonstrable externalities. In fact.
since central expendit:re amounts to less than 25 percent of public health
spending, patently expenditures are insufficient.
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EE i 490 If central expenditures on these programs were adequate, one .
P 1d expect to see the center account for well over 50 percent of all-India _
‘o:dmg which is clearly rot the case. States obviously "top up" central
P ing However it is the wealthy states which "top up" the public health
s&;‘d” et. “overspending” relative to the nosms suggested by the, central
:xpcgﬁd.itures are these shared schemes.” The ability of poorer states to - )
- provide adequate public heaith servjces may deperd on their own inadequate o
ux capacity. One or two states often fail to contribute even the matching - :
funds. and so lose central expendityres, far from topping up public health
expenditures. These are poorer states which are most in need of spending.

E. Central Budget Priorities under Agjusfment: Fiscal Year 1992/93

23 This section considers decisions on central plan-allocations for
the :992-93 budget. These decisions bring into stark relief the center's
ymual budgetary priorities and its beginning response to structural
adjustment. We have seen above the role played by the central government
in the health sector, being limited, the plan budget is its primary policy
statement for the states, because within it is contained all of the center-state
‘ transfers for special and continuing projects. At the center, the plan budget
- accounts for 53 percent of planned outlays in 1992/93 and the non-plan 47

A percent.
2.4 ~ -In budget negotiations for 1992/93, the DOH originally prepared

a reguest for Rs. 700 crore, over twice the previous year's budget, in the’

cxpeciation that there would be some restructuring in favor of health. In the

tace of perceived-central budget difficulties, Health cut its request to the .
Planning Commission to Rs. 502 croré. On submission to Finance, an

arbitrary reduction to 90 percent of the previous 1991/92 budget level was -

suggested. Negotiations within the Planning Commission restored the Health kg
‘budget to the same level as the previous year: Rs. 302 crore. In fact, new T g
funds for AIDS of Rs 58 crore from the Bank are part of this allocation, so
the MOHFW was actually cut to Rs. 244. Effectively, Health's plan budget
for continuing projects has been cut, in one year, by 20 percent without 3w ;
accounting for inflation. .

242 This budget signals: (a) a central government decision notto %
target additional funds for health to help construct a social safety net as the S
economy is liberalized; and (b) a signal to the states that they are on their ~ -

own, at least as far as health is concerned, to solve adjustment-related

problems. This budget cutting process exposes priorities at the center and is

the first test of the center’s interest and ability to respond positively to '

-adjustment. | '
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- 43 How dic the MoHFW react tojh'c DOH- budget .cuts? ~ N
surpnsingly. the biggest loser was the malaria program, which was cut 43
creent. TB. gOiteT, encephalitis, filaria, and guinea worm programs were-
'mo cut (see Table 2.3 and Table 2.4). Medical gducauon aqd hqspx.gﬂs. were ’ _
_ the winners, receiving budget increases.” The National Malaqa Eradicauon

~ program funds multi-purpose health workers who participate in many of the
verucal disease control programs, so such a large cut in tiiat program will be
felt throughout the system, all the way to the village level. To charactenze
~ _the ministry’s response, programs providing benefits to narrow groups of
. cty-based beneficiaries were preserved at the cost of programs with broad
externalities that strongly benefit rural areas and the poor. The ministry
responded to immediate problems and potentially vocal clients rather than
wking a strategic, social welfare approach to the budget cuts.

R The response Of the states to these cuts have yet to be seen but -
.an be predicted. The malana program, for example, which is operated as a
“matching scheme, will impose higher net costs on the states. Richer states.
may be able and willing to compensate. Poorer states, the very ones that
should allocate more to this program, will be the least able to compensate for
cuts at the center. The center is bound by fixed allocation formulas so that it
cannot quickly reallocate spending to soften the blow to the poorer states.
(Ultimately, those who will suffer from this adjustment episode are the . -
poorest, weakest elements of society. - . - -

245 Table 2.4 (a) reviews a wider selection of centrally-sponsored
schemes, and shews the sharp cuts in.rural drinking. water (of 30 percent)
and Rural Sanitation (of 47 percent). The rationale’ for programs that
__recexved “cuts and for those that.did not is unclear. .

2.46 It would appear that the same central expenditure targets could |
ﬁﬂvc been met with less severe cuts in particular programs, had the GOI
looked at the possibilities of more flexible fund sharing in family welfare.

2.47 . Adjustment creates a paradox for the center. It presents an
opportunity for strategic changes of direction in budgeting and planning that
can result in more effective and equitable health programs. Yet this
environment of change may not necessarily evoke a strategic response.
Rather, the bureaucracy may respond by making across-the-board cuts or by
responding to its most powerful clients and their lobbies. A mixture of these
two responses occurred in the recent experience described above. Using the '

ass

adjustmeni process to protect the weakest elements of society and to achieve
the health sector’s stated policy objectives in which medical education and ~
hospitals receive low priority requires straicgic thinking within thc DCH and




2
— : _ =
rable 2.3 India: -Department of Mealth Plan Expenditure, 1991/2 ang 10}
o T1991/92  1992/93 » R ‘
" ; Plan Plan :
Budget Budget — .
;1’..‘ Major Disease Rrograms * .
© Malaria ’ §3.0 50.0 )
Leprosy : 20 T 2.0 ’
T8 ' 16.0 13.5 )
Blindness 12.8 138 ~ e
Kalo-Azar ' 5.0 15.0
Goiter s 4.5 0.5 7 ) 4
Encephalitis (a) 21.0 0.0 =
Filaria — ) 2.5 0>.f‘
Guinea Worm ' 0.6 0.0
Subtotal - 149.4 116.5 i
Ci.oalos . 4.0 70.0
111. Medical Education '
ALl India Inst. Med. Science  ° 12.7 16.4 ] i b - =
Post Grad. Med. Education Inst. . 10.00 - 13.3- - ) o .'__‘ o
Regional Inst. of Medical Educ. 1.5 0.0 :
Other Med. Education Institutes 4.5 ’ 542
: Sn.btota.l 28.6 32.9
IV. Medical Research -
e Indian Council of Medical Research ZS.OV . 20.0 . 5 #al®
’ Cancer Research .~ J T s 1.3 L —
i Other 4 E . 4.9 3.5
subtotal 7 o 51.4 2.8
" ° V. “Hospitals, Dispensries ‘ » 9.6 10.8 ;
(Al lopathic)
VI. Indisn System of m.-diéal and 14.3 0.9 °
VII. Drug Standard Control = 128 1.3
VII1.Prevention of Food Adulteration 0.6 - 0.5
" IX. Training of Nurses e » 1.1 1.3
"X. Other Health lnsfi-tutes_ 3.1 2.5
XI. Other and Administration 37.¢ 20.6
Total ) 301.9 302.0
uoto.;: (a) 1990/91 budget irncludg.-d 4 crores of assistance
: 3 ;
- ——— .
5 Faii .
Pl = .
o) 5 ¥ 3
&1 R ¢
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/:DT, 2.4 India: Declines . n Department of Health Plan Exper=iiture,
' 1991 2 ana 1993, Plan and Non-Plan

- ? i o= Percentage
Decline
= 1, oM Percent
= - . Previous . of
= Total Year Declines
— :
1. , wmajor Disease Programs 7 .
" Malaria , *-32.9 -38.9 42.6
Leprosy 0.0 0.0 0.0
18 -2.5 -15.6 32
Goiter 4.0 88.9 5.2
Encephalitis -1.0 -100.0 1.3
Filaria -2.5 -100.0 3.2
GuTnea Worm -0.6 -100.0 0.8
11. Medical Education
Regional Insit. of Medical Education [ -100.0 0.8
111. Medical Research
Indian Council of Medical Research -6.3 -10.5 5«9
Cancer Research - =10.1 -6b 3 131
Other - - - : "eIE g 1.2 1.9 1.5
!v. Indian System of Medical and Homeopathic - -2.8 -10.6 3.7
Colleges
V. Drug Standard Control 3 P4 -48.0 1.6
vl. Other and Administration : -12.7 -10.5 16.5

“effective presentation of a strong program to the Planning Commission and
the Ministry of Finance. It also requires that the DOH reverse the long term
secular decline in the share-of central spending allocated to it. Matching

‘grant programs need protection. Apart fromr protecting matching grant
schemes, adjustment also creates pressures for the introduction of flexibility:

- it is time to review the rigid share of center and state within each program

across all states. Consideration should be given to the center making up a

higher share of matching grant programs in poorer states. But most

importantly, the DOH ideals cannot be realized when it accounts for such a -
small share of public sector spending on health. The need is to attract
additional central funds to the health sector, with a decision in the MOHFW
to address adjustment-related budgetary issues in a strategic manner. The

" need for both is urgent, but in the longer run, the MoHFW would benefit

greatly from a well institutionalized and much stronger internal capability in

health economics and health finance policy development.
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f. Special Topics

ffects of Constrained Budgets |

48 Distortions in | : jv m. A large
<hare of spencing by states on health services is allocated to salary support.

' ency for salaries to dwarf other inputs in the Izbor-intensive health

The tend 2 : : g
cector is observed in public systems throughout the world, and this is’

certainly the case in India. Also universal is the difficulty of maintaining an

adequate level of funding for drugs, medical equipment, and other necessary

nealth service inputs during umes of. wage inflation and tight budgets.
Governments rarely have much latitude to shed employees, so budget cuts
almost always disproportionately reduce nonsalary inputs, such as drugs,
medical supplies, fuel, and maintenance. The result is that operations
hecome less efficient, as employees attempt to make do with less of what
they require to perform their jobs. In the extreme, for example, simple
physical exams may become impossible for lack of basic equipment. and
physical exams are no longer done. Immunization programs may come toa
halt for lack of sterile needles even though vaccines are available. Patients
may find themselves required to purchase inputs in the market before coming
to a public clinic or hospital, or they may be required to make several trips
to the facility as they purchase the required inputs or wait for them to

- become available at the facility: Whatever the reaction, output drops in the

public sector, patients’ costs rise, and the length of time required for
treatment also rises. ‘

2.49 In the private sector, where complementary inputs are almost
always available as needed, salaries usually-account for well under 50 percent
of total costs, usually in the range of 40 percent. In the public sector, the
ratio is usually well above 50 percent; in extreme cases, salary costs have
teen known to account for over 90 percent of public-expenditures. -

2.50 Due to peculiarities of accounting proéedures, it is not possible to
obtain complete information on the inputs composition of health expenditures.
From Performance Budgets, however, it is possible to discern the relative
spending on salaries, commodities, and capital works out of the health
budget. About 60 percent of the Health Department’s expenditures are

allocated to salary support; nearly all the rest is devoted to vehicles, office ) B

equipment, and other material inputs. Between 1987.and 1992, the relative
expenditure on salary declines siightly, from 61 percent to 56 percent (Table
2.5). : _ '
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pie 3.5 Lnput Co xpenditures (Revenue 8 apital, Plan snd . ) A

7 Non-Plan) at Central Level, 1987-1992 Medical and Public Heaith Only E
(Excludes Family Welfare = ) i
1987:88 1988-89 1989-90 1990-91 1991-92 = "

Lput RE) (BE) RE)* _ RB (BE)
Salarics 61.4% 63.1% s88%  S85% . 56.3% cow
Commodities 18.4% 36.9% 41.2% 5% 43.7% .
Capits: 0.2% 0.1% 0.0% 0.0% 0.0% ) ' ?
Subtotar 1,788.008 1.761,874 1.533.166 1.751.559 1.943,292
S-hnn.Commodllics i 1.6 o 1.7 1.4 1.4 : 1.3 - ) =

cource Performance Budget, Various Years

251 - At the state level, about 66 percent of all health expenditure was
devoted to salaries during the period 1985-88, the most recent period for
which complete information is available. A quarter of the cxpenditu'res were
allocated to the purchase of commodities (drugs, medical equipment, other
supplies. dnd vehicles). The. remaining 9 percent was invested in capital.”> - . -
primarily in construction of buildings. : S = o

2.52 The general trend has been toward spending on salaries and away

from commodities at the state (service delivery) level. From the period

1974-78 to the period-1985-88, the proportion of expenditures allocated to

salarjes -increased. On average Qver the 15 major states, in 1974-78 salaries
consumad nearly twice the amount of funds as commodities; by 1985-88. that- -
ﬁgl{r@ had risen to 2.6 times (Table 2.6). '

2.53 . A few states deviate from the pattern of increasing ;elative’
expenditures on salary inputs. Assam, for example, which devoted only 48
percent of its health budget to salaries in 1985-88 (the lowest share of all
sates), had spent relatively more in the past. Salary expenditures in Punjab
also accounted for a smaller share in 1985-88 than in the earlier period.
However, both were relatively. high capital spenders, $0 it is not necessarily
true that this low salary share necessarily translates into better provision of
consumables than is observed in other states.

Y Excludes granis-in-aid 10 siates and union territories. other subsidies, and support of “other -
!chemdprognms_lorganmdom‘.which together account for nearly three-quarters of the health budget at the

central level. but are reflected in siate and UT. elbc:idom.
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comgposition of Medical and Putic Hesih Towl Expenditure (Revenue and Capial, Plan and Noa-Plan)
 C8 -

T %nndmlos,‘-ﬂﬂ - » :

2 Commeodities . Salanes - Capual _ Saiances Commodities
1974-78  1985-88 197478 198588 197478 198588 197478 [98<.88
33% 253%  Sw0% e6l% T 9.7% 8.7% 19 26
< 365%  22.5%  586% 741% " 49% 14% 16 33
298%  225%  SB6%  484% 15.7% 17.1% 18 Pa
205% 3458 Sas€ . 744% 125%  _.09% 33 o
27.7% 14.7% 67.0% 68.6% 4.7% 6 9% 24 g 2.8
25 4% 6% 5T6% < TI6% 19 5% Siw b
_— S BL SEETIT SEP PP hS 1% 10.3% < 8% ig e
st 30.5% 3.0% n6.5S% T T13% 3% S 7% 24 34
wodnes Pradesh 29.7% 3% 628% 70.6% 7.6% 6.1% 3 30
P 6% . 259%  641% - 662% 4.4% 79% 2.0 26
- 26.8%  144%  70.7% 30.9% 2.5% 17% 26 S 6
— 5% 29.1%  64.4% 59.6% 14.1% 1.2% 30 20 .
. Besehon (302%  C194% S 648% . T1I0% - - 50%  97%. Nl WL
i 6% 178% > Sle% 5-3‘.0%_ 11.8% S : 4.V— 3.3
«r Fonginhy C37% 300%  61.4% 56.0% 19% 140% 18 iy
Hend Bengai J41% 287%  46.1% 62.7% 19.8% 8.6% 14 ”

swre Calculated from Tulasidhar, 1992; Table 4.1 (page 78). Assumes that expenditures in “Other® category (mosdy grants-in-aid to
distnct panchayats) are allocated in the same proportion as funds spent directly by the state government. This probstiy
underesumates the proportion devoted to salary and overestimates the proportion 1o commodities and capital. This information
+4nn0( be obuained at the state or national levels; it is available only in district accounts. -

154 Notably, in three of the poorer states, the share of the health
budget devoted to salaries (relative to commodities) expanded greatly between
the two reference periods and is running much higher than the admirable
example of Assam. In 1974/78, Bihar spent slightly more than 3 times as
much on salaries as on commodities; by 1985/88, the state was spending
more than 5 times as much on salaries as on drugs and equipment. In -
Rajasthhan, the relative allocation to salaries increased from 2 to nearly 4
times the funds devoted to commodities. In Orissa, the ratio of salaries to
commodities increase from 2.6 to 5.6 over the period. Madhya Pradesh and
Uttar Pradesh were able to maintain their commodity allocations at relatively
high levels, in contrast to the experience of the other poor states.
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s 4§ In these poorer states, the lack of complimentary inputs, and in
~scular drugs. has reached a point close t0 collapse of some provision in

. -0V areas. This 1s developed in the next secuon. 3

s 6 Spending on Primary Health Care. A major concern that
emerged from interviews in the states is that the drop in the-share of public
sector spending on health aiter 1986 that is evident in Figure 2.2 has had a
 deleterious effect particularly on the primary health care system. Quality of
rvice delivered has plummeted. Table 2.7 provides some financial data to
xamine this issue between 1974 and 1990. This was a period of tremendous
expansion of the primary heaith care system. The number of PHCs grew.

Sl 532000 1974/78 10 15.619 in 1986/90. Rural dispensaries increased
l 2 rrom 8.840 to 13,005. ; ,_

’.

¥ 4 :

V Table 2.7: Estimate of Trends in Spending on PHCS and Rural Dispensanes, 1974-90

£ Est Pop Per Cap Est Exp  Est Exp
‘e . PHC  Rumal Disp PHC+DISP™ (Mil) P+DExp P+D (M) Per P~D

3 - cemosa ssa0 14161 611,899 ~ 2.89 - 1768 124877
: AR 5512 11.353  16.865 688,721 3.35 2340 © 132932
B e 6367 12180 18,547  727.983 3.8 2.825 152.293

LR o0 15619 13.005 28624 792000 5.4 4,151 145.003

-

Estimation Met d tions:

Number of PHCs; fur-year average; calculated from data in l:lealth Information India 1990,

Tabie 9.1 (page 115) : - .-

Number of rural Dispensaries: calculated from dan presented in Jesani and Anantharam,
Table 9 (page ix); assumes=all rural dispeasaries are operated by the public sector. -

Estimated Population: calculated assuming exponeatial gmwth model from Ceasus data
(1971, 1981, 1991), reported in Family Welfare Yearbook, 1989-90, Table A.1 (page 92). - :

Per Capia Expenditures on PHCs and Rural Dispeasaries: calc_ulaied from Tulasidhar, 1992
Table 3.3 (B) (page 45); Table 3.8 (A) (page 65); and Table 3.11 (page 73). Appliestoall -
states the un weighted average for 10 major states on allocation of medical relief T

expeaditures to PHCs and rural dispeasarics (se Tablc 2.11 iz Tulacidher, 1007)-
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260 Such undersupply has eroded credibility in the system amongsf

31

i~

~ 7 As a_consequence of this growth, real per capita expenditures on
;;nmarv health care rose from Rs. 2.89 in 1974/78 fairly steadily to '

Rs. 5.24. a tremendous accomplishment. " o

2.58.  However, keeping in mind that the higher per capita expenditures
were also supporting a much large service structure, do these numbers
translate into higher expenditures per facility? There was substantial growth
up to 1982/86, but after 1986, expenditures per facility fell by about 5

percent in real terms. However, if the salary/commodities ratios discussed in *
the previous section are applied to these numbers, the change in spending on
non-salary inputs dropped 10 percent below the level achieved 15 years ago,
in 1974-78! In contrast, real spending on salaries rose by 30 percent over .-

the period.

2.39 Although these results are only approximations, they indicate a
substanual drop in material inputs to the primary care system that has
occurred since 1986. In fact, these calculations should be conservative.
Lower levels of a health system usually suffer disproportionately from

'shonages of supplies, so that PHC facilities would be in worse shape in

terms of spending on commodities than is indicated by overall averages.*
Lack of drug supplies has reached a crisis point at PHC and SubC level. A

“recent national survey showed that: (a) 58 percent of PHCs and 80 percent

of S5ubC were without antibiotics; (b) 37 percent of PHCs and 55 percent ¢t
SubCenters had .no analgesics; and (c) 26 percent of PHCs and 53 percent of
SubCenters had no antidiarrheal drugs (table 2.8). Even those which had
these drugs were low on stocks. ‘ :

the population at large, and the morale of the staff. Unless remed:ed, under
adjustment, the supply situation could deteriorate further, leading to primary
health care facilities being regarded; in may vilages, as an empty shell.

361 That it is possible, with funds supporting more determined
logistics, to supply PHCs is indicated by the fact that percentages of items

- out of stock are low in the case of those funded and delivered through the

family welfare program (including vaccines and contraceptives).

¥ The ratios applied in the caiculation sre averages for the whole system. including hospitals. which are
probably better supplied with commodities. -
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-~ Table 2.8 Stock of General Mcvimm: at Eﬂc_‘ and SubCs
) = % Out of Stock or ﬁndcquﬂ: ’
" Medicine ® PHC T sC
. Analgesicw/Antipyretics C naw $5.2%
" Anbiotics ' T T S 80.3%
Anudiarrheal : %1% $33%
_Anuspasmodic s T 15.4%
©RS B 21.6% 47.2%
Antimalarial - 133% 46.8% 7 .
Antthistamines ) 43?%
Sedatives : 35.7% 84.8%
Antiasthmatics 42.2% 3 84.5%
Antihypertensives _ 480% 9.6%
BCG Vaccine ‘ 27.6%
Polio Vaccine ) 23.1%
. D'Frv.@ml R ->8.§'§
TT Vaccine g 5%
" Measles Vaccine . 32.2%
DS 5.0%
Oral Contraceptives 8.8%
Nirodh Condoms - . 6.0%." -
nt_Inequiti :

2.62 QMMMMLWW

- Standard. Figure 2.6 illustrates a well-known phcndmcnon; because states

provide the bulk of public health spending, per capita spending across states
tends to reflect the relative per capita income levels of the states. Thus the
richer states enjoy high public per capita spending on health, despite the fact

address this problem is through transfers from the center. But, because the
center: (a) accounts for such a small proportion of spending; (b) has limited
itself to support to states primarily through construction projects in the plan
budget; and (c) formulas that govern wransfers 6 the states, thers is very little
room for the center to compensate for these interstate inequities. It is’a very
troublesome problem that cannot be solved immediately.

that the poorer states are more in need of higher spending. The only way to

o ;A
15
Wb
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2 63 The danger is that the adjustment period will exacerbate the
ncqumes and tensions caused by this problcm Consequently, a high prionty ‘
carly in the adjustment period must ‘be emergency measures to solve the -
“problem of targeting center funds 'to redress thesc interstate inequities. A :
change in policy will reqaire both more spending on, health by the center and .
considerable flexibility in center-state relations. to solve the problem. There

s some urgency in this.

2.64 Spending and Gender Inequities. A serious problem for the

SOH is how its resources might be used to help redress the gender-based
inequities in health outcomes that are unique to South Asia. Girl babies are
! " more likely. to die than boy babies despite their inherent physical superiority.
E 2 ] Wwomen experience substantially higher death rates than men during their
| ¢§ : voung adult years simply because they are at risk during pregnancy. Gains
Z 'n life expectancy for women have come primarily in the older ages (after
40), so the improvement in overall life expectancy statistics mask these
problems. The next chapter delves more deeply into these issues. The
question to be posed in this chapter is what level of spending does the DOH
currently target to these problems? It is clear that the DOFW targets most of
ts resources to women. But close inspectjon of those expenditures indicates _
that very little goes to solvmg wamen's and girl’s health problems; most goes -
to reducing population growth. There appears to be no independent or even
coordinated effort led by the DOH focused on gender inequities. ,

2.65 Spending and Health Inequities. The infant mortality rate (IMR),

the pnme aggregate measure_of health status, is closely related to income
(although with some exceptions, such as Kerala)(See Figure2.7). Those- ~ - .
states with higher health expenditures have lower infant mortality rates.
Naturally, this relationship should not be treated simply. However, if there :
were a targeting mechanism that allowed spending to be increased where

infant mortality is highest, this simple relationship couid be reversed no

matter how complicated the underlying determinants. It is possible that
targeting a health statistic, such as infant mortality, rather than-states, as

would be necessary if difference in state-level per capita income were the -
targeting focus, would allow the center to skirt some of the restrictions in -
center-state budgetary rules.. A program targeting poor IMR areas would . .
have multiple benefits: it would target areas needing additional resources, it
would tend to target poorer states, and it would be a vchlcle for targeting

gender-related health problems.
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Figure 2.6  Relationship between State-Level Health Spending and
Income, 1988.

Special Health Financing Problems

266 Negligible Role of User Fees in the Public System. Table 2.9

shows the low and declining level of cost recovery in the health sector for
15 states. In 1975/76, about 6.4 percent of expenditures on medical and

“public health services were recovered from clients, principally in hospnals.

After a steady decline over the fellowing 15 years, cost recovery by 1989
was only 1.6 percent of costs. This change reflects a tremendous loss-of a
resource for the health sector: the ability to charge patients, who can afford
them, for services which have few or no externalities. Cost recovery will
become much more important in the health sector if efforts are successful to
reallocate public spending tc-programs with high externalities. Hospltals and

- clinics can prosper under such a reallocation if they are allowed to raise their

own funds and are provided the independence to do so, while mamtmmng
pubhcly subsidized access for the poor.

2.67 Mmﬂklumﬁﬂ&&&mm PHC medical care

services -are provided according to civil service rules. Medical staff work
fixed hours, and whiist they might be "on call” outside those hours they close

their facility to the public.
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This. unfortunately, means that PHC facilities are open only

pulation is at its busiest with agricultural and other work. -
nerast. the private sector, facilities, if available, remain open in the _
Ja €O E This is when the rural population is free to attend to its medical
mn'n"‘\jore flexible hours are needed in PHCs, to provide better service to

e r:mﬂ populations; this will, in turn, require more flexible budgeting and

-~ 69 Main . Given the accouating o
~ hods. it is difficult, at any level higher than individual institution, to

.solate the maintenance element of budgets. However, field visits make it

cartling clear that maintenance budgets are starkingly inadequate for all but

mode! nstitutions, at all levels of-health care. ]

: 'MUVCS. S

Tabie 2.9 Cost Recovery iri Medical and Public Health Services{Non-Esis)

Amt. Recovered

in '88-89 as %
of 1975-76
State 1975-76 1980-81 _ 1984-85 1988-89 Average Receipts
1< Major States 6.38 4.07 3.04 1.6 3.8 25.1
Aachra Pradesh 292 . 337 - 379 082 27 280
P T : se1 = 1.58 22 © w06 -
- 16.99 $.49 327 7.2 00
Gusarat . 3.65 4.99 1.9 2.58 3.3 70.7
Haryana 6.44 387 «  71.66 1.47 4.9 230
Karnataka 1.0 3.23 2.67 6.56 5.9 59.6 N
* Keraia iAo 442 287 ., 488 ~- 313 208 .
Madhya Pradesh 4.38 239 6.36 2.42 40 49.6 ‘ ;
Maharashtra 12.95 3.52 1.74 1.7 5.0 13.1 ‘ ;
Orissa S 289 3.03 434, 1.13 2.8 43.6 e '
Punjab 15.64 5.57 4.29 5.44 - 7.7 34.8
Rajasthan "398 3.87 2.53 0.8 2.8 20.1
Tamil Nadu 3.98 9.46 3.19 1.59 46 19.9
Utar Pradesh 5.34 1.87 1.33 0.53 2.3 99 &
West Bengal 2.2 2.1 2.08 0.78 1.4 355 ”

Source: Tulasidhar, 1992; p.85




Building maintenance budgets are based on norms that. in some

270 : : :
;:uw \nstance . 1ave not been revised for decades. Complexes that have -
cxpanded have maintenance budgets based on pre-expansion floor space.

often. especially 1n the poorer states, there are simply not enough

—antenance funds to prevent buildings from leaking rain (and spoiling
uipment, dosing wards) and becoming tumbledown. Maintenance budgets "

snould be quickly enhanced to forestall huge reconstruction_costs. :

¢ * 71 -Sharing in - ' . Despite
India's high private out-of-pocket spending on health care, there has been
\erv little development of risk-sharing mechanisms. The ESIS is well
esiablished,-but has only provided benefits tied to its own delivery system
2nd has been slow to expand membership. Private insurance has been slow
o expand for many obvious reasons. There could be a public sector role 1o
niay In this area. If policy initiatives are to be appropriately staged, the
cevelopment of user fees in hospitals will be accompanied by initiatives 1n
expanding risk sharing schemes, just as charging tuition in medical schools
must be accompanied by the establishment of scholarship funds.

e
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72 Th ’ Con r Their Poor Funding. Once a
PHC is built, it is staffed by ANMs and other-staff paid for entirely, or in
part by the center through Family Welfare and other centrally sponsored:

- «chemes. The state makes little contribution, limited to doctors, if present.
some drugs, and maintenance.- Family welfare budget pays for-ambulances.
most drugs and other aspects of the infrastructure, which PHCs rely heavy

upon. So most inputs to PHC come through centrally sponsored schemes.

=18 This dissociates the states from this basic provision for their

poor. They have only loose-responsibilities, in practice, for aspects of
monitoring and supervision. If the total responsibilities, with an appropriate = -
budget, for PHC and SubCs were passed to the state, health provision would °
become more accountable to local populations. ] ’

2.74 Government Capabilities in Health Economics/Policy
Devciopment. As indicated earlier, the DOH and MOHFW as a whole have
little internal capability to provide the types of inputs to policy that can be
supplied by a health economics unit. As financial pressures mount and
opportunities for sector change through major financing initiatives arise, the
department will suffer more-acutely from this vacuum. . .y
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Listed below are short statements of the main issues, a]thoueh the

.

-

Conclusions from the analysis are scattered throughout this .

4)5.‘.0 means exhausuve

Decline in importance ofmmmmne_g:mm!_ﬁo_:mms_t

Little Capacity at the Center to Combat Inequities or Problems;

Reasonable Overall Distribution of a Low Lev | of Spending;

The First Test: An Inadequate Response O Adjustment;

Persistent Inequ3ties Demand Attention from the Center; and

Primary Health Svstcm is in Trouble in Terms of Sunohes of
Drugs- d ther 1

1. Recommendations

276

The report’s major recommendauons in mese areas are

summarized below:

(a)

(8)
(h)

Raise spending at the ceriter and target it caretully;

R ert €Center’s Role in Poli dH Development;

Widen Scope for Mgg_ gruvg;; ¥y g

recurren nding in states;

Develop equity and health-based criteria for targeting;
A r _ra h . ;

W&mﬂwﬂu&ﬂ and
Initiate health economics sp_g_;jgn.
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oo Table 2.10 India: Dechines in Department of Health Plan Expendnrure, 19912 and

JiiZ_’lJ’JLm\, on-Plap -

) ~Total Percentage Percent: .
- Detline from of s .
“ o Previous Year Decline *
% 1. Major Disease Programs * ’ ) | s
o Malaria ‘ " C 3209 -38.9 42.6
chrosy - 0.0 0.0 0.0
TB __ ' 2.5 _-15.6 3.2
_Goiter . T 4.0 -88.9 5.2
Encephalis o < -1.0 _-100.0 " 1.3
Filana oW 2.5 -100.0 3.2
Guinea Worm T 0.6 -100.0 0.8
111 Medical Educatjoq }
- Regional Inst of Medical Education - -L.5 -100.0 1.9
IV Medical Research -
Indian Council of Med:cal Researcb . .43 -10.5 - 5.5-
_ Caneer Ressarch . : . -10.1 a3 LT
Other | 2 119 1.5
g(l)“i:il:n System of Medical and Hou.:eopathjc -2.8 -10.6 3.7 .
VII Drug Standard Cogtroj : ) -48.0 1.6
XI Other and Administration © - - 127 -105 1655 e




3.1 Since Independence, the state and~ central ‘governments in India
nave taken as their responsibility the direct provision-of health services to the
population, regardless of ability to pay. In every plan period, both central -
and state governments have set ambitious goals for the development of health
Scmcf: infrastructure, from primary to hospital levels, and for improvements

n health status, particularly of vulnerable rural populations. The government
h&s explicitly recognized the potential of the health sector to reduce existing
nequities between rich ‘and poor, between urban and rural segments of the -
popi)lation. In many states, major achievements have been made in reducing
mortality and morbidity, often closing the gap between the better-off and
poorer segments of the population. In other states, however, differentials in
health status and access to health services have persisted and even increased.
Throughout the country, despite tremendous investments in building and
operating the public health infrastructure, few clear relationships exist
between public health service inputs and overall health outcomes.

3.2 " This-chapter first provides-a brief overview of the India's health .-
policy, then draws upon the available data to highlight, in turn, the key
systematic variations in health indicators, access to health services

(particularly public health services), and health care utilization, among and
within states. Finally, it comments on underlying variation in social and
economic conditions, acknowledging that these dxfferentxals both help to

produce and reinforce the observed patterns..

A. Health Policy in India

Evolution of Health Policies - - , o

3.3 From the time of the 1943/46 Bhore Committee, which
established the countzy’s landmark health sector pohcy, to the current draft -
Eighth Plan, the government has stated its desire to pursue ambitious :
achievemcnts in health, and acknowledged the close relationship between ]
good health and equitable economic development. For instance, goals for the
Seventh Plan, 1985/90, included lowering the IMR to 87 per 1,000 by 1990
and below 60 per 1,000 by the year 2000; increasing the proportion of '
pregnant women receiving antenatal care from 60 percent in 1988 to 100
percent in 2000; and decreasing the net reproduction rate from 1.34 in 1985

to 1 (replacement level) by the year 2000.
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Traditionally, the gevernment has chosen a single approach to

"meving these goals: designing and creating a publicly-funded system of
th services thrqughout the country, from primary care to hospitals, 10,
rative and preventive care (as described in Annex 1). .

vide both cu . : . ,
rung from the principle that equitable allocation of health res~irces means

' al!ncation of health facilities on a per capita basis, nationwide ™ - - :
lsuon-based norms were set for the distribution of health facilities and
manpower. Over the past two decades, the central and state governments
ted heavily in building up this infrastructure to- meet the target

2 3

have Inves
norms.

iples of

15 The principle that all citizens should have access to public
«rvices. regardless of ability to pay, has been translated into a system of ~
financing that is based almost entirely on distribution of general tax revenues.
public health services are-funded through a combination of sources, all
derived almost exclusively from tax revenues at the central, state or
municipal levels. _In concept, public health services are provided free or at
only a token charge to the population although, as shown later, both
transaction and out-of-pocket costs are considerable for people seeking care

at government institutions . :
'B. Health Status of the Indian'PobuIation

3.6 Some powerful positive trends dominate the picture of the health
status of the Indian population. Overall, mortality has been declining
throughout the country. Life expectancy at birth, for example, has increased

_from about 32 years in 1951 to.about 60 years today. This trend is drivento . . -~ .
a large extent by declining infant and child death rates. Infant mortality, for ~ '
instance, declined from 129 per ¢,000 live births in 1971 to 91 per 1,000 1n
1989. This improvement reflects real achievements in reducing malnutrition
and hunger, mounting programs for control of communicable diseases, and
increasing (if slowly) general standards of living.

3.7 While mortality levels have been declining, particularly among

- children, communicable diseases continue to account for an estimated three-
fourths of all deaths in India. . In general, water- and airborne diseases
(diarrhea and acute respiratory infection) account for the majority of infant
and child deaths. According to official statistics, diarrheal disease accounts
for a far greater share of child deaths than do immunizable diseases (measles,
diphtheria, tetanus, poliomyelitis, etc.). Communicable diseases affecting

adults include tuberculosis, malaria, ieprosy and others.
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Highlights cf. lhe importance of several communicable diseases
s drawn from Health 1nformanon India 1990 and Krister. 1989)

>

Diarrheal diseases account for 10-20 percent of infant deaths (at
least 500,000-100,000 annually). On average, an Indian ctild
suffers from three episodes of diarrhea each year, affecting his

" overall health and nutrition level;

Tuberculosis has beer called the leading public health problem of
India, in terms of morbldlty, health care burden and economic
loss. TB has been nising through the mid-1980s in incidence
though declining in_case-fatality rate. Forty years of a national
program may have succeeded in stemming the growth of the
disease, but has not resulted in a true reduction in either
incidence or prevalence. An estimated half-million or more
deaths are attributed to TB annually, and estimates suggest that
by the year 2,000, India may have at least 20 million active TB 4 .
patients, -with one-fifth of those infectious. About 47,000
hospital beds are devoted to in-patient care of TB;

"In the early years of the national malaria eradication program.

annual incidence fell dramatically, from 75 million to less than I
million between !958 and the late-1960s. In the 1970s,
however, prevalence rose again, and in more recent years
malaria cases have remained quite stable or slightly increasing, at
about 2 million annually in recent years. Reported fatality rates
are low (268 deaths in- 1989); :

Leprosy cases have been reduced by about one-third to one-half
during the 1980s, with 2.1 million cases still under treatment,
and about 4 million leprosy victims in all. The all-India
prevalence rate is estimated at 5.72 per 1,000. India has about
one-third of the world’s leprosy victims, and about one—quarter of
these are children;

Filaniasis was reported to affect 19 million persons in 1985 with
about 25 million disease carriers; and -




AIDS."a newly emerging problem, currently appears to be
confined to certain high-risk sub-groups of the population. though
there is increasing concern about wider spread of the disease,’
particularly through an unsafe blood supply. The Worlid Health
Organization estimates 400,000 HIV-positive individuals in India.
T and 1 million people with AIDS by the year 2,000.

(D

The all-India health picture disguises the most important feature

- of the population’s health status, the differences in patterns of morbidity,
mortality and fertility among sub-populations. ‘The most critical comparisons
0 make are among states, which differ in social, economic and
environn.eital conditions; between urban and rural areas; between organized
and unorganized sector workers; between scheduled and non-scheduled tribes

+1.9

and castes; and
(0 see the substantial gaps that exist, and the extent to which these gaps have

lessened or increased over time.

variation in Health Status across States and by Rural-Urban Residence.

310 Differences among states in their po;:—ulatibns’ health status.are
well-known and well-documented. For the most part, the correlation

i it ks x R A e i

(s section E of this chapter for a-discussion of socioeconomic”differences.
" among states). The poorer states of Bihar, Madhya Pradesh, Assam, Orissa.
Rajasthan and Uttar Pradesh have very high death rates, particularly among

infants and children. However, due to environmental peculiarities, certain
communicable diseases are more likely to be found in some of the better-off

regions of the country. -

8 ot IR R o N s G Bl i b

Infant Mortality

3.11 Looking first at infant mortality, a sensitive indicator of basic -
range from having an IMR of 122 deaths per 1,000 live births in Orissa, to

As one would expect, the states of Madhya Pradesh, Rajasthan and Uttar

of infant mortality.

between men and women. In each comparison, it is possible -

Yealth status and underlying socioeconomic conditions in a population, states -
less than one-fifth that level in Kerala, with 22 deaths per 1,000 (Table 3.1).

Pradesh all have exceedingly high IMRs of close to (or more than) 100 per- 3
1,000, while the northern and southern states have substantially lower levels- .

-

‘between health status and underlying economic welfare is consistent and clear
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Selected Health Indicators for India’s 15 Major States

rable 3.1: X
- 1989 X CHANGE 1988 1987 X CHANGE 1986-91
IMR" IN IMR CHILDTO-4) TFR TFR MALE -
) (per 1980-89° MORTALITY ‘(child 1981-87 LEB
1,000 (per =per . }
“TATE births) 1,000) WOmBn : (YRS)~ 2 & -
Ahchra Pradesh © 81 -12X 27 3.6 -10% 59.1
Assom 91 -12x 37 4.0 -2% 55.7
gihar 91 N/A 38 5.3 -T% 58.2
Gujarat 86 © -26% 31 3.6 -162 58.3
Harysna 82 -20% 29 4.3 -14% 63.4
Xarnataks 80 13% 24 3.4 -6% 62.2
Kerala 22 -45% 8 2.2 -21% 66.2
uachya Pradesh 117 -18% 51 4.7 -10% - 56.2
Maharashtra 59 - -21% 22 3.5 -3X 61.9
orissa 122 -15% 37 3.7 - 14X 57:1
Pun ) ab 67 . -25% 21 3.4 -15% 65.6 -
Rajasthan . 96 -9% 52 4.8 -8% 57.8
Tamil Nadu 68 =27 21 2.6 -26X 60.9
uttar Pradesh 118~ -26% 47 5.5 -5% 54.1
West Bengal 77 N/A . 22 3.8 -10% 60.0

sources: Family Welfare Yearbook 1991; Duggal, 1992; Table 5

112 The greatest relative (percentage) gain in reducing infant L Ry 2
'nortalltv between 1980 and 1989 was achieved by Kerala, which nearly ' i
halved the rate of infant deaths over less-than a decade.. Other states,

inciuding the relatively disadvantaged Uttar Pradesh, achieved striking

declines 1n infant mortality, as well. ‘“The rate of improvement in infant

survival was hardly uniform, however. For example, Rajasthan’s 1989 IMR

of 96 per 1,000 was little changed from nine years earlier.

-3.137~  Child mortality confirms the established pattern and, more than
infant mortality, reflects access to health services: Kerala achieves far
greater levels of child survival than other states; on the other extreme, Bihar,
Madhya Pradesh, Rajasthan and Uttar Pradesh all suffer from extremely high .
levels of child mortahty

3.14 On average, women in Kerala and Tamil Nadu have the lowest
fertility, due to both relatively high age at marriage and relatively high
contraceptive prevalence. Each woman in the poorer eastern states of Bihar

. and Uttar Pradesh has an average of more than five children. The most rapid
declines in fertility in the past decade have occurred in Tamil Nadu and
Kerala; the slowest in‘the most disadvantaged states.
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318 Somewhat less variation among states can be observed in life
© cuancy at birth, an indicdtor that reflects the combined influence of

L ::S;CS of death at all ages:__' At the lowest extreme ‘3 Uttar Pradesh, where
" men live (on average) to be about 354 years; the highest life expectancy is in

Kesala. at about 66 years.

1 16. Any effort to identify interstate differences in morbidity is
\ampered by a lack of valid and reliable information, and the confounding
ciationship between health service-coverage and availability of statistical
rmation. However, with caution it is possible to at least see some of the

info
pecific communicable diseases place on the states’

populations.

Table 3.2 presents the absolute and relative distribution of

317 !
lected diseases among the 15 major states for a recent year. The lack of

uniform distribution of the diseases, -due to a host of natural and manmade
influences, is apparent. For example, reported malaria cases are
concentrated in the stites of Gujarat, Madhya Pradesh and Ornssa.
Combined, these three states account for only about 17 percent of the total
population of the major states, but have nearly 60 percent of the reported
malaria cases. Leprosy, on the other hand, is disproportionately likely to be
found in Andhra Pradesh, Bihar, Tamil Nadu and Orissa, .and is relatively
scarce in Assam, Gujarat, Punjab and other states. According to reported
estimates of the humber of diseased persons, filaria is most concentrated in
Bihar, Kerala and Uttar Pradesh, and relatively uncommon in much of the
rest of the country. Most strikingly, kala-azar is clearly isolated in Bihar, -
which had more than 86 percent of all cases in-1988, and West Bengal,
which reported about 14 percent of all kala-azar cases.

3.18 The vast interstate disparities in the extent to which these
communicable diseases affect the population can most vividly be seen by '
comparing the situation in Bihar with that in Maharashtra — states that differ
only a little in size, but greatly in incidence and prevalence of these illnesses.
Bihar, which accounts for about 11 percent of the population of the-major
states, has only about 2 percent of all malaria cases; at the same time, Bihar
has 20 percent of all leprosy cases under treatment, nearly 29 percent c. all
persons with filaria disease; and nearly all of the incidence of kala-azar. -
Maharashtra, with 9.4 percent of the fifteen states’ population, has 6.4

- percent of the malaria cases, 8.5 percent of the leprosy cases under

treatment, less than 1 percent of all filaria-diseased persons, and almosi no
kala-azar. ;
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D‘,S(r'gm(ion of Selected Cm.hiégble Disesses Across Stptes, 1988/89

rapie 3-2
EST 1989 1989 1989 1989 1909 1989 1988 1988

X OF KRALARIA X OF LEPROSY X OF FILARIA X OF K-A X of K-A R
POP CASES MALARIA CASES LEPROSY DISEASED FILARJA CASES  CASES )

. OF 15 - CASES . WMDER CASES PERSONS  CASES*
STATE STATES » TREATMENT (-i ) ' =
anchre Pradesh  8.0% - 82,510  %.3X A9, TPTMLSX U135 7%
gt 3.1 62,27%  3.3% 17,98  J.9%  0.09  0.5% __
piner 10.7X 40,001 2.1X 423,219  20.0% 5.41 28.5% 19,639  86.4X
sataret 5.1X 598,653  31.3%x 32,617 1.5% 0.13 0.7
aryanh 2.0x 23,711 1.2 1,34 0.1%  N/A 0.0%
Karnataki 5.7% 106,683 5.6X 66,266 3.1% 0.08  0.4%
cerala 3.8% 6,126  -0.3% 57,431 2.7% .24 11.8%
wechys Pradesh  8.0X 252,886  13.2X 93,569 6.6% 0.08 0.4
Meharashtra 9.4% 122,314 6.4X 180,298 8.5% 0.16  0.8% 9 0.0%
orissa 3.9% 260,815  13.6% 177,842 8.4% .37 7.2% :
oarsab 2.5% 32,146 1.7%. 3477 0.2X  N/A 0.0%
%ajasthan 5.5% - 112,316 5.9% 15,596 0.7%  N/A 0.0%
Lami| Nadu 7.1% 90,478 47X 273,696  12.9% 1.19 ~6.3%
sttar Pradesh  17.CX 101,815 5.3% 309,408  14.6% 6.87 36.2% 19 0.1%
vest Bengal 8.2x 18,822 1.0% 211,64k - 10.0% 0.02  0.1% 3;068  13.5%

100.0X 1,911,550 100.0%2,113,880  100.0%X  18.99 100.0% 22,735 100.0%

sources: Health Informetion India 1990

Age-Specific Death Rates by R!!Ql-ﬂrbag_ Residence

" 319 - Differences in health status between urban and rural areas wnhm

a given state are at least-as striking as those observed" between states.
Socioeconomic differentials between the 26 percent of the Indian population
iving 1n urban areas and the 74 percent now in rural areas are apparent in
basic health indicators. Comparing age-specifi¢ death rates between urban
and rural areas (Figure 3.1 and Table 3 3), substantially higher rural
mortality is seen, particulazly under age 35 In the youngest age groups
tunder age 10), rural children are more than twice as likely to die as are
children in urban areas. : :

3.20 Between 1970 and 1988 as mortalxty was falling throughout
India, the gap between urban and rural crude death rates diminished a bit. In
the early 1970s, people in rural areas were about 1.7 times as likely to die as
those in urban areas; by 1988, that differential had diminished margmally to
about 1.6. In part, the relative lack of progress in closing the urban-rurai -
_Bap is a result of the differences between states. In Bihar, for example, there
was no change in the diiierence between urban and rural death rates between
1970/88; the ratio of rural to urban death rates remained at 1.65 during the
period. In Maharashtra, the gap widened: in 1970, the ratio of rural to
urban death rates was 1.44; by 1988, it was 1.58. And in Kerala, the _
chances of death in urban and rural areas not only closed, but

it then became inverse. In 1970, the ratio of rural to urban death rates was
1.12; by 1988, it was 0.92. )
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Figure 3.1: Age-Specific Death Rates by Rural-Urban Residence, 1987

‘(rban-Rural Differentials im Infant Mortality . - : eaie

321 Tumning to infant mortality (Table 3.4), for every 1,000 births in
urban India, 58 infants die; in rural India, infant monality is far higher, at 98
deaths per 1,000 births. The differential between urban and rural infant
mortality is pronounced in nearly all states; in at least some, it has persisted
with little change over time!. In some states, including Andhra Pradesh, I
“Haryana, Orissa and Rajasthan, there has been considerable convergence - -° i
between 1980 and 1989. Over that period, rural infant mortality declined at

a much faster rate than did urban infant mortality. In others, inciuding the

high-IMR states of Madhya Pradesh and Uttar Pradesh, the gzp between

urbam and rural rates has narrowed very little. - '

>

¥ htis important 10 mote that these dats probably undersizic the gap between urban and rural arcas due to the
tem of registering by place of desth. ~ An unknown infant deaths occurring in.urban areas (for example. in

hospitals) are of child. a whq are brought in from rural areas.
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Table 3.3: Age-Specific Death Ra‘es By Rural and Urban Residence, 1987

-

. ) ASDR ASDR  ASDR
AGE RURAL - URBAN ~ RURAL :URBAN
0-4 39.7 18.2 - 2.2
5-9 3.9 1.6 2.4
10-14 1.6 1.0 1.6
15-19 2.4 1.5 . 1.6
20-26 3.1 1.9 1.7
25-29 3.0 1.9 1.8
30-34 3.5 2.3 . 1.5
35-39 4.0 _-2.9 1.4
404k 5.7 4.3 1.3
45-49 7.9 6.4 1.2
50-54 12.1 10.7 1.1
55-59 18.2 16.7 1.1
60-64 31.5 27.5 1.1
65-69 42.6 41.2 1.0
70+ 89.6 88.5" 1.0
ALL AGES . ~ 12.0 7.4 1.6

Source: Health Information India 1990

‘Table 3.4: Urban-Rural Differentials in Infant Mortality and Total Fertility in 15 Major States

1989 RATIO OF RURAL :URBAN 1987 RATIO OF RURAL :URBAN
1 ) 1 TFR TFR -

- URBAN RURAL 1989 1980 . URBAN  RURAL 1987 1981
“ALL INDIA s8 o8 1.7 1.9 3.2 4.4 1.4 1.5
z Anchra Pradesh 53 87 1.6 2.6 3.1 3.8 1.2 1.4
3 Assam 63 33 1.5 1.6 2.6 4.1 1.6 )
4 - Bihar &3 93 1.5 N/A *4.2 5.4 1.3 1.2
g Gujarat - 70 92 1.3 1.3 3.3 3.8 1.2 1.4
; Harysna S8 . 88 1.5 2.1 3.6 T 4.5 1.3 1.5
g Karnataka s3I 89 1.7 1.8 2.9 3.7 1.3 1.3
. Kerala - 15 3 1.5 1.2 2.2 2.2 1.0 +1.2
He Machya Pradesh ™ 12 1.6 1.9 3.8 5 1.3 1.4
- 4 Msharashtra “ 66 1.5 1.6 3 3.7 1.2 1.3
i Orissa - 76 126 1.7 2.4 3 3.8 1.3 1.:
1 Punjab 3 1.4 LT 34 3.5 1.1 1.2
Rajastan 59 103 1.7 2.3 3.9 5 1.3 1.3
Tamil Nadu 3 80 1.9 1.6 2.4 2.8 1.2 1:4
Uttar Pradesh 7S 126 1.7 1.7 4.3 5.8 1.3 1.5
West Bengal 53 & 1.5 N/A 2.6 44 1.8 2.0

Source: | Family Welfare Yearbook, 1989-90
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P - Fertility rates show simila." patterns: Rural women have 4.4

1 ;ﬁildrcn, on average, while women in urban areas have an-aver:-:e of 3.2
children.  With the sole exception of Kerala, where both urban and rural
~omen have very low (replacement-level) fertility rates, all states exhibit the
expect>d rural-urban differential, with modest declines between 1981 and
1087, the most recent year for which data are -availabie. Assam stands out as

< qiate that has a sustained large differential between urban and rural ferulity.

-3 Variation in Health Status by Socjal Group. Within geographic

reas. vaniation in health status is seen by caste. The IMR for scheduled - :
~-astes and tribes in rural areas is 22 percent higher thzn for the general rural
popilation (Table 3.5). In urban areas, infant mortal:zy 1s 44 percent greater

tor these disadvantaged groups than for the general population. With respect

10 child mortality, the differentials by caste are even more pronounced.
("aste-specific variation is also seen in fertility rates, though differences are

icss marked.

124 According to a study in rural Tamil Nadu (Sundari, 1992), the
incidence of complications of pregnancy and childbirt~ is closely related fo
social (or caste status), with the lowest most disadvan:aged ("scheduled"”)
groups having at least one pregnancy-related problem :n 42 percent of the
. cases studied, and less disadvantaged (but still "backwara”) castes
cxperiencing pregnancy-related problems in about 30. zercent of cases. .

'eble 3.5: [nte-action between Rural-Urban ResiMe and Scheduled Caste/Scheduled Tribe

POPULAT 10M 1981 1981 T 1981

) = ", CHILD TFR
WORTALITY -~ -

Rural (ALL) 98.5 149.4 5.4

Rural (SC/ST) © 120.5 190.0 5.6

Urbsn (ALL) 57 5 8.7 4.6

Urbsn (SC/ST) 8.0 - 1215 s

Source: Computed from Census India, 192?
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Figure 3.2: Age-Specific Death Rates_in Rural Areas, by Sex, 1987

Gender Differences in Health Status.

3.3 India is one of only seven countries in the world in which
women have higher mortality (at least up to age 35) and lower life
expectancy than men. - As shown in Figure 3.2, in most parts of the country,
girls are more likely to die than boys. In general, states with the highest
overall mortality levels have the greatest diiferentials between males and
females (Chatterjee, 1989: 3).

3.26 The difference between rural and urban areas in the relative
disadvantage of women can be seen in Table 3.6, which in the first two
columns show the ratio of rural to urban age-specific death rates for men and
women separately, and in the second two columns show the ratio of female
0 male age-specific death rates in rural and urban areas. While for both
men and women, ‘urban populations are better off than those in rural areas,
among adults that differential is greatest for women in the reproductive ages.
The excess mortality of wemen compared to men is seen in both urban and
rural areas, for the most part, but is greatest in the rural populations,
particularly in the years of the greatest childbearing.




177 The excess mortality of females is reflected in the unfavorable }
ratio throughout all of Indig, with the sole exception of Kerala.

rrbingly, there was an unexpected 5-point decline ini the sex ratio o
s n 1981 and 1991 (from 934 to 929 females per 1,000 males), after a
iod_when most had hoped that both socxoeconomxc development efforts

nd health _,ervxces were reaching out to a larger- pomon of disadvantaged
women.

128 With respect to morbldlty, several studies demonstrate that girls
are more likely than boys to suffer from several illnesses, including

respiratory infections that are the cause of a large proportion of childhood
Jeaths. Diarrheal disease has been found-to be more prevalent among female -
‘hildren, as weil. (Cohen. 198Y; Pettigrew, 1987; Levinson, 1974, all cited

in Chatterjee, 1989). A national survey found that visual disabilities were
ncarly 50 percent more common in men than women (National Sample

survey Organization, 1983, cited in Chatterjee, 1989).

1.29 It is cntical to note that gender differentials in morbidity are
extremely difficult to quantify.  Ironically, the methodological difficulties
result from the very same mﬂu_ences that cause the differentials themselves:
despite their increased- mortality, women are less likely to consider their-
tealth conditions as "sicknesses,” and-still less likely to seek care outside the
home. Therefore. any provider-based information on morbidity is likely to

* be heavily biased.

g ;““ﬁéﬂi&ﬁmw-u ARG S

C. Variation in Access to Health Services %

3.30 - .- Based on the description of variations in mortality, morbidity and
fertility in India, a compelling argument can be made that the health service
requirements are vastly differeat among states and population sub-groups.
-We now turn to examine how access to health services varies among these
same populations, in an attempt to understand the availability of health
services to specific sub-groups.

In 1990, the population per hospital bed in India ranged from a
low of 422 in Kerala to a highjof more than seven times that figure, or more
than 3,000 persons per hospita] bed in Bihar Crice again, the poorer states
tend to have the least favorable population-to-bed ratio, while the northern
and southern states have considerably more access to hospitals, by this
indicator. Involvement of non-governmental organizations in providing
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appears to’be strongly correlated with greater availability of
In general, the states that are most dependent on the public
-iLes -- Assam, Bihar, Onis.ar- Rajasthan -- have the most

le population- -to-bed ratios. Kerala, Gujarat and Maharashtra, by
haye a large share of hospitals thai are not supported by the state
mcnt and the population has access to the greatest number&-f hosp:tal

r Cap](a (Table ; 8 7)

,-~,

1987, and

i 0 1.6:

table 3.7

5g£;§255ific Death Rates by Rural-Urban Residence,

&
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‘0-14
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from Health Information India 1990

Public and Private Hospital Beds in 15 Major States ”

MATIPLE

Andhra., Pradesh
ASSam

Bihar

Guiarat
Haryana
Karnataka
Xerala

Madhya Pradesh
Maharashtra
Orissa

Punjab
Rajasthan
Tamil Nadu
ripura

Uttar Pradesh
West Bengal

Source:
—

1990
HOSPITAL POP/BED  BEDS
BEDS OF TOTAL
36,400 1,735 69%
14,460 1,691 81%
28,137 3,011 80%
46,374 871 36%
7,003 2,305 68%
34,477 1,493 Vo
70,349 422 38%
22,103 2,852 N/A
111,420 666 56%
13,988 2,21 90%
15,018 . 1,303 74%
21,815 1,993 90%
48,780 1,141 78%
1,531 1,652 N/A
47,278 2.828 2%
53,977 1,201 86%
1990

1990

Health Information India

X GOVT

BEDS PER HOSPITAL

GOVT PRIVATE GOVT
73 42 1.8
9 “7 2.0
93 101 0.9
98 19 5.1
82 112 0.7

126 144 0.9

193 . 16 12.3
61 N/A /A
90 29 3.2
50 45 1.1
60- 97 0.6
87 54 1.6

135 .- 87 1.5
67 N/A N/A
64 76 - 0.8

179 54 3.3
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- Not surprisingly, urban areas have a relatively greater supply of -
3‘3’,-{31 beds than do rural areas. This should not necessarily be taken as an
' ,::,pcmor of urban "bias, " since even urban facilities serve patients from rural
. and location in more densely populated areas is often the only
: ec(;.m).mically efficiént appioach. However, the ratio of urban-to-rural

‘ “hospital beds dves indicate rejative access to health care of urban and rural
- populations. . )

3.%3 Table 3.8 shows that urban hospitals consistently make up about
:.u;'cthirds to three-quarters of all hospitals. The popullatjon per bed in rural
areas is three times that in urban areas (Figure 3.3).
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Figure 3.3: Hospital Beds by Rural-Urban Distribution, 1951-88

Primary Health Infrastructure

3.34 The public sector has built avery large infrastructure of health
facilities in rural areas throughout the country. In 1991, there were some
131,000 SubCs, 22,000 PHCs and nearly 2,000 CHCs. Functioning of the
rural health network depends on the existence of a referral network, from the
SubC, which provides essentidily no curative care, through to CHC, which

has inpatient facilities. Therefore, it is important (o exaimine the reiative
availability of one level of care versus others. . ‘
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The ability of the states to achieve the established facility norms -
HC for every SubC: one CHC for every four PHCs -- is shown in -

: 3.9. With respect to the ratio 6f:SubCs to PHCs, most states approach
‘N:orm- Exceptions include Assam and Madhya Pradesh, each of which

e N more than 10 SubCs per PHC, far above the ratio intended to provide
: ubCs with-adequate supervision. . ‘ e

cone P

-
>

. Turning to the ratio of CHCs to PHCs, on the other hand, a
re varied picture emerges. InsUttar.Pradesh, for instance, there are
wout five PHCs for every CHC -- only slightly more than the norm. In
- ghar. there are more than 23 PHCs that, on average, can refer to a given
CHC. Surprisingly, an even greater aumber 6.’ PHCs per CHC is found in
e relatively well-off states of Andhra Pradesh and Punjab.

v A" Table 3.10 displays the average miral population covered by the
wree basic tiers of the rural health network. Compared to the norms, nearly
41 sates fare well in coverage by the lowest level, SC. Similarly, only a
" sew sates, including Assam, Gujarat and Madhya Pradesh, fail to meet the
“norm of one PHC per 30,000 populatiori. Punjab appears to have an
wersupply of PHCs (at least comparedfto the norm), which helps to explain
‘nc anomaious nearly one-to-one correspondence between PH e ond Cuh/e in
hat state.  On average no state has met the normi C. .ovihig vacsr

2 population of 80,000 to 120,000, and some states have extremely htue
- overage at the CHC evel (e:~ “Andhra Pradesh, Bihar and West Bengal).

_ Lnbalances Between States and Levels of Health Care Provision
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P38 From this review of the available state-specific facility data on
the rural health network, two major implications emerge. First, that there
are great differences in the availability of hospitalresources-among states,
and this variation is closely tied to the:participation of the private sector,

« +hich in turn is linked to the states’ levels of economic development.

decond, in the rural health network there are notable imbalances in nearly all
“ates among the three tiers of the system, implying that investments have not
- been pursued in an well-integrated and packaged form.
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/ n.bu"}.&: Rural-Urban Distriution of Hospitals, 1951-88 .
YEAR HOSPITALS (% RURAL) HOSP BEDS (% RURAL)POP PER BED
i g ’ 195. 12,694 (N/A) 117,000 (N/A)--=----

¢ 196 13,054 ¢32.8%) " - 229,634 (15.8%)3431,589
1969 4,023 (30.7%) 328,323 (21.0%)3101,295

. 1979 5,766 (25.6%) 666,605 (13.1%)3381,139
1983 . 6,991 (26.4%) 486,805 T13.5%)%691,109 %
1988 9,381 (31.5%) 585,889 (15.8%)3631,034

S SOURCE: Health Statistics of India, various years; Statistical Abstract 1984,

1985; Directory of Hospitals in India, 1981

_Table 3.9: Distribution of Rural Health Facilities, 1991

SubCs PER PHCs PER

.:,' = STATE PHC CHC
3 All India 5.9 1.4
&
3 Andhra Pradesh 6.1 27.9
g Assam 11.5 TeaD -
- Bihar 5.9 23.5
Gujarat 9.5 4.5
Haryana 6.3 8.9
Karnataka 6.8 7.7
Kerala 5.6 16.8
Madhya Pradesh 10.0 6.8
Maharashtra S.T 5.8
Orissa 5.3 12.2.
- Punjab 5 1.4 29.9 =
3 Rajasthan 6.1 - 6.6 )
Tamil Nadu 6.1 19.6
Uttar Pradesh 6.0 5.4
West Bengal 51 VET »

NORM 6.0 4.0

SOURCE: Rural Health Statistics, (991

-

~ ° - Table 3.10: Population Covered by Rural Health facilities, 1991

AVERAGE X DIFF  AVERAGE X DIFF  AVERAGE ‘X DIFF

STATE RURAL POP FROM RURAL POP - FROM RURAL POP FROM
SERVED BY MATIOMAL SERVED BY MATIONMAL SERVED BY MAT IOMAL
A SUBCENTRE AVERAGE A PHC AVERAGE A CHC AVERAGE
. o (in 100,000)
All India 4,576 0 27,168 0 3.10 2 0
Andhra Pradesh 5,803 27% 35,710 31% 9.96 221%
Assam ‘ 4,228 -8% 48,890 80% 3.66 18%
Bihar 4,853 6% 28,795 6% 6.77 118%
Gujarat 3,947 14X 37,644 39% 1.69° -45%
Haryana 5,103 12% . 29,701 24 2.86 -8%
Karnataka 3,771 -18% . 25,920 -5% 1.98 -36%
Kerala 4,565 1,4 25,529 -6% 4.30 39%
Madhya Pradesh 3,975 -13% 40,053 &7X 2.70 13%
Maharashtra 4,842 6% 27,529 . 1% 1.60 L8%
Orissa 4,786 SX 25,262 -7X 205 0X
Punjab 4,638 1% 6,499 -76% 1.94 ITx
Raejasthan 4,031 ) -12% 24,665 -9x o 1.62 -.8%
Tamil Nadu 4,136 7 -10% 25,117 -8% 4.9 S8%
Uttar Pradesh 4,764 (%4 28,356 (54 4.35 40%
West Bengal 5,894 29% 30,052 £ 1 4 5.33 2%
NORM 5,000 33,000 G.8-1.2
SOURCE: Rural Health;Statistics, 1991 v
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Registered Doctors and Nurses per 100,000 Population, by State, 1971-86

e 5. 11:
97 1981 1986 -
DOCTORS ~ MURSES ~ DOCTORS MURSES  DOCTORS MURSES _ MNURSE:DR
=
" uchre Pradesh 22.2 16.7 3.0 20.3 27.6 2.3 3.9 - .
- 2.9 11.0 27.2" 13.0 27.5 12.3 0% ‘
gisar = 18.5 6.5 26.2 11.1 29.3 1.6 0.4
aret 26.2 9.5 43.¢ ~14.5 48.9 17.3 0.4
xaryena T 4.0 18.5 £ . s
carnataks 26.4 . 6.3 51.0 14.0° 7 62.3 21 0.3
Cerala 27.1 19.4 46.0 37.5 54.7 136.5 2.5
uschya Pradesh 1.5 9.6 8.1 15.5 13.3 17.9 ~ 1.3
ugharashtra 45.3 39.1 65.4 54.0 55.7 47.7 ) 0.9 .
or1ss8 19.7 7:5 30.7 11.3 32.8 13.7 7 0.4
pun)ab 52.3 (84,7 72.0 94.6 74.5 105.9 1.4
s asthan 12.9 11.0 25.4 15.3 28.3 19.3 _ 0.7
remi | Nadu 45.5 34,4 65.7 51.8 74.3 51.7 0.7 =
yttar Pradesh _ 14.6 3.9 21.5 6.8 22.9 7.7 0.3
west Bengal 58.0 1.4 60.2 16.2 61.6 18.8 0.3
WO TA 27.6 4.7 39.2 22.0 41.8 27.1 0.6

teurce: Health Information India, various years, in Duggal (1992)

g

D. Health Manpower

_The Supply of Doctors . el Tyt T ey

i With respect to manpower in the health sector, data from 1986

4nd earlier years (Table 3.11) shows quite a close relationship between the

rumber of doctors per 100,000 and a state’s relative economic and social

wondition. In Gujarat, Karnataka, Kerala, Punjab, Tamil Nadu and West ,

Bengal, far more medical manpower is available per capita than in the poorer . : - -
 states-of Assam, Bihar, Madhya Pradesh, Rajasthan and Uttar Pradesh. " s

The Supply of Nurses: Imbalances between states are acute. .

340 - The supply of nurses, low in nearly all parts of India, is cause
or the greatest concern in the traditionally disadvantaged states. Ia Uttar
Pradesh, for example, there-are only 7.7 nurses per 100,000, while in Tamil
Nadu there are nearly 52 nurses per 100,000 population. In nearly all areas
of the country, the number of doctors exceeds the number of nurses, in some
cases (such as West Bengal) more than three-fold. There are some

€Xceptiens io this general rule - Kerala, which has a remarkably large supply
of nurses, compared to the rest of the country; Madhya Pradesh, which

S¢€ms to_ suffer from severe 'shortages of both doctors and nurses, and

Punjab, which appears to have a reiativeiy good suppiy of both types of
health professionals. : :
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Data on the urban-rural distribution of doctors, nurses and other

141 " ;
~ersonnel are availabie only. from the decennial Census, so the most recent
able is from 1981. (The 1991 tabulations by occupational

information « al - =8 3 i
ategory have not yet been made available.) Table 3.12 shows that, in ik :
,encral, allopathic- doctors are_more likely to be found practicing in cities. -

while non-allopathic doctors=(even registered ones) are most often in rural
Interestingly, however, between 1961 and 1981, the proportion of

. rural .doctors officially registered to practice allopathy has increased from
about 40 to 62 percent. 9

1able 3.12a: Rural-Urban Distribution of Medical Manpower, 1961-81

YEAR  ALLOPATHIC DR—S NOM-ALLOPATHIC DRS ALL RURAL DRS
TOTAL X RURAL . TOTAL X RURAL TOTAL X ALLOPAT

1961 65,026 29.5% 10C ;247 61.1% 165,27 39.3%
1971 126,353 39.4%X 105,155 61.3% 231,508 54.6%
1981 196,554 27.2% 120,515 58.9% 317,069 62.0%

Table 3.12b: Rural-Urban Distribution of Nursing and Other Paramedical Manpower, 1961-81

MIDWIVES/HEALTH VISITORS
TOTAL X _RURAL -

YEAR  MURSES. . - .
TOTAL - X RURAL -

1961 76,209 38.2% 51,196 66.4%

1971 103,610 30.6% 36,320 65.3%
1981 167,188 . 31.3% 49,579 59.9%

Source: Dugg'al , 1992

3.42. With respect to nurses and other paramedical personnel, the
picture is much the same. Trained nurses are most often urban-based; . < 2
midwives and other paramedical manpower are most often in rural areas

(Table 3.12).

3.43 Variations of staffing of Health Facilities. In the rural public

health network, quite striking variation is seen in the vacancies in
government health facilities. Table 3.13 presents vacancies among physicians
and paramedical personnel at the PHC level. The picture is not a clear one.
For -example, all sanctioned positions for physicians are said to be f'lled in
Assam and Bihar, two of the poorest states, while in Madhya Pradesh and -
Uttar Pradesh, two of the other disadvantaged states, the vacancy level for
doctors at PHCs is 18 and 40 percent, respectively. On the other hand, in -
Gujarat, Haryana and West Bengal, relaiively better-off states, significant

vacancy levels are also found.
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"Vacancy levels among paramedical personnel are also strangélv

.aned. A few examples point out the apparently unsystematic differences in
vacancy levels: Assam and Bihar report no vacancies among Health Workers _
(Male) (also knawn as mal¢ multi-purpose workers), and yet relatively high
vacancies among Health Workers (Female) (also known as Auxiliary Nurse
Midwives, or ANMs). On the other hand, Keralz., whichvrepon:s a full cadre
of doctors has nearly 24 percent of its male and none of its female health _—
worker positions vacant. And Uttar Pradesh, apparently very short on T )
doctors in sanctioned positions, seems to have few if any vacancies among its
paramedical personnel. Overall, the manpower statistics available present a
picture of imbalances between the numbers of health workers supervised and
the doctors and nurses who are assigned the responsibility of supervision.
This imbalance, in one form or another, is present in nearly every state,
regardless of economic condition or spending in the health sector.

3 44

Table 3.13: Health Manpower in Rural Areas, 1990 °

STATE Gov’t Drs Vacancy . - Vacancy Vacancy
: - per-100,000 Drs at PHC  Health Worker Health Worker - ]
- = Rale : Female. - . -
at PHC p at PHC - .
Andhra Pradesh 53 18.8% 11.9% 10.7%
Assam ' . 1 0.0x | 0.0% 23.7%
Bihar 29 0.0% 0.0% 24 .9%
Gujarat 7 20.4% 15.5% 16.2%
Haryana . 8 23.9% 19.0% M. TX
Karnataka 70 13.7% 13.4% - 8.4% :
Kerala ' - 14 0.0% ° - .-23.5% 0.0% i .
Madhya Pradesh -14 18.2% - 4.2% 6.:4% . . ’ -
Maharashtra 85 15.0% 7.6% 4.8% .
Orissa 15 - 14.3% So11.3% 0.0% .
Punjab 18 5.3% 7 14.6% 0.0%
Rajasthan . n 0.8% 9.1% 12.5% -
Tamil Nadu 87 0.0% - . 15.5% 2.0%
Uttar Pradesh 6 40.2% 1.6% 0.0%
West Bengal (¥ 14.9% 10.0% - 19.8%

Source: nultﬁ Information India 1990 2 B
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R aarranized Sectors. Only an estimated 8 to 10 percent of the Indian work :
: 15 employed in the organized sector!/; the remaining workers are eytirer -
e gnorganized agricultural production or the informal, non-agricultural
. As shown in Table 3.14, more industrially developed states such_as
“ségparashtra and Gujarat have a disproportionately farge number of organized
= workers, while the more agriculturally-oriented eastern states of Bihar

: go¢ Unar Pradesh have a small organized sector, relative to their populatica
g3 (Note that figures are presented in this fashion because it is not
goss:dic. given the available information, to arrive at state-specific labor .
_ garce participation rates.) - The participation of women in the organized secior
» s throughout India, though it ranges from slightly less than 7 percent 1n
%4 (0 about 35 percent in Kerala.

oOrber Aspects of Differential Access.

e

ta@=e 3.14: Distribution of Organized Sector Workers by State

1989 , _ Lo L
3 _X OF ALL - NUMBER 1N X OF ALL - X FEMALE - oL -
15 . - ORGANIZED 18 == OF- ALL
-STATES "~ SECTOR- STATES - WORKERS

TATE POPULATION

AFra Pradesh 8.0x ~ 1,581,197 7.0% 12.3%

assam ’ 3.1% 995,398 4.1% 29.4%

§:rar 10.7X 1,653,747 6.8% 6.8%

~i:arat -S.1% 1,615,485 6.7% 12.3%

haryana ’ 2.0Xx . 587,174 2.4% 1.7% -

Carnatsika S.7X - 1,385,555 5.7% 16.1% S ) = —n = -
- terala 3.8% 0 1,096,251 . - 4.5% 35.1% o

“adhya Pradesh 8.0% 1,613,267 6.7% 9.7%

~shsrashtra 9.4X ;3,563,757 14.8% 12.8%

—r1ssa 3.9% 724,626 3.0% 7.9%

80 2.5% 764,876 3.2% 13.4X . '

ta asthan 5.5% 1,126,509 - 4.7TX 12.2% ¢
.- @ Nagy 7.1% 2,229,454 - 9.2% 20.6%

-Itar Pradesh 17.0% 2,644,589 11.0% 7.6%

west Bengal 8.2%  2,464,99 10.2% 10.0x =

5 Major states 100.9% 26,144,879 100.0% 13.6%

Source: " Family welfare Yearbook 1990

—_———— p . - . . ) ,

- Defined as all establishments in the public sector irrespective of size of employment and those non-agnicultural

Ments in the private seclor employing 10 or more persons. -

=

=
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3.46 With respcc{ to health, services; organized- sector workers have

far more resources available than do workers in agnculture or the T . e

unorgamwd (informal) sector.- Several institutions that exist to pronde
workers in the organized sedtor and their dependents with ‘health services are :

descnbed briefly below, and in more detail in Annex 3. The largest of these _ "

* s the Employees State Insurance Scheme’ (ESIS), a government-subsidized

nsurance plan established under the Employees State Insurance Act of 1948

10 provide benefits to employees of the organized sector in case of sickness,

matesnity and employment injury.” In essence, it provides low-wage

employees in the organized sector with many of the health services assocxated

with social security systems 1n other countries.

147 ~As implemented, the ESIS covers a rather narrow band of

workers and their dependents: empioyees receiving wages of not more than

Rs. 1,600 per month who are empioyed in covered factories and

establishmentsY.- The threshold wage currently is being increased to Rs.

2,500 to reflect wage inflation.

3.48 Rather than;financing care through general public or pnvate
health providers, the ESI Scheme provides services directly througha =
sizeable and growing network of dxspensanes, ESI hospitals and annexes. At
the end of the first quarter of 1991, 1,384 ESI dispensaries and 111 ESI
hospitals were functioning. Including ESI hospitals and beds assigned to the
plan in other facilities, nearly 23,000 beds were available to the
spproximately 27 millian beneficiaries. These schemes are valued by _
employees as a welcome alternatwe to wider public sector health services. -
Given that the plan is expressly designed to cover employees in the organized '
sector, it is not surprising that both beneficiaries and facilities are ‘
concentrated in industrialized urban areas. .
- 3.49 In addition to ESIS, which covers low-wage workers in the
organized public and private sectors, moderate-sized and large private firms -
~ typically provide some. type. of medical benefits to employees. A study of a
sample of 134 compantes carried out by the Foundation for Research in
Community Health found that most firms offered at least one type 0 medical
benefit: 87 firms offered reimbursement claims, 22 offered a lump sum .
allowance, 74 provided services in their own or rented facilities, and 38

v

Covered establishments include mon-scasonal factonies using power and employing 10 or more persons. and
~ non-power factories employing 20 or more persons, or in shops, hotels. restaurants, cinemas. rosd motor tnnspon
- enterprises and newspaper establishments employing 20 or more persons
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fiered msurance coverage. Of the 134 companies, about 54 percem also
0

parucipated in ESIS. .

| Governmen Ith

3.50 - Workers in specific public sectdt énierprises are covered
through special health schemes. The Central Govcmmcnt_ Health Scheme
(CGHS), initiated in 1954, was designed to provide comprehensive medical
care facilities to central government employees and their dependents. In
1090, CGHS provided care to 3,833,000 beneficiaries through a network of
about 300 dispensaries, 3 yoga centers, and 13 poly-clinics in 15 cities.
Most of the dispensaries specialize-in allopathic care; a limited number
orovide ISM care. ‘While CGHS dispensaries provide the basic health care
and emergency services, hospitalization is provided through central, state or
municipal hospitals. In the few instances when government facilities are
unavailable, private hospitals are authorized to provide inpatient services for

CGHS beneficiaries.

351 Not surprisingly, given the ponulation being served, the facilities
are again highly concentrated in a few major metropolitan areas. The vast
majority of services (e.g., two-thirds of the dispensaries) and a large share
(43 percent) of the beneﬁcxancs are in Delhi. Bombay, Calcutta and.
Hyderabad together account for another 25 percent of dispensaries and 25
percent of beneficiaries (NCAER, 1992).

3.52 Other categories of public sector workers, including those in
defense, postal, telephone, mine and-enterprises, have their own health
services, financed through the ministries under which tiie workers are "~ _
cmployed Coverage of these services is shown in Table .19, =

Table 3.15: Health Providers for the Organized Sector;gpecial Categories of Workers

ENTITY BASIC MEALTH UNMITS ~MOSPITAL BEDS POPUXATION COVERED

“sis 1,384 22,714 - 26,748,750
CGHS . 313 0 3,833,397
POSTAL/ ; . : i
TELECOMM 52 0 ' N/A
MICA MINES 19 180 - NA
IRON AND OTHER : 7 :
ORE MINES 3 ' 235 . N/A
LIMESTONE AND - ‘ ,

DOLOMITE 3% o - CON/A
BEEDT woereRe 155 & N/A
RAILWAYS 655 12,646 - - 8,618,000
ODEFENSE - N/A N/A N/A

Source: Health Informstion India 1990




,owcred to 3,000:1. For PHCs, the national norm is one for every
59000 in tribal areas, it is one for evéry 20,000 populauon

3 54 Of the 3,507 PHCs estimated to be requxred for tribal areas

mased on population size), 91 percent were in place by the end of the 1991
Iscd] vear. Of the 23,586 SubCs sanctioned for tribal areas, approxxmateh .

%0 percen: were in place. Table 3.16 shows the variation in coverage of

.nbal areas by state. The range of coverage is wide, and not clearly related

aither to the state’s awvailable resources or to the total size of the triba}-

sopulation, as might be expected: In Bihar, for example, only about 42

nercent of the PHCs required in the tribal areas are in place, while in

Madhya Pradesh, which-bas a larger tribal population, about 84 percent of
the required PHCs have been constructed. With respect to SubCs, the states -
showing the greatest deficits are, oddly, Bihar and Kerala. The reasons and
consequence are different though. This represents deprivation in Bihar, but

53 The norms for public health infrastructure are designed rb tavor i
3 eribal (and hilly) areas. ~While in most of Lhc country, there is supposed to be
. qubC for every 5, 000 people, in tribal areas the population: SubC ratp

in Kerala 1s a consequence of good communications, combined wnh effecme

and *vajlable higher level care.

1.55 Unfonuna[ely, no quantitative information 1s available to show

whether the existing PHCs and:SubCs are more or less likely to be

tunctioning than those in other areas. However, knowledgeable individuals -

consistently report that medical manpower shortages are particularly acute in
these areas, and a relatizely large share of the rural public health network n

. these areas is not able to provide curative services.

Table 3.16: Achievement Jf Coverage of Tribal Areas by State, 1971

PHC sC .
STATE REC N PLACEX ACHIEVED  REQ IN PLACE X ‘ACHIEVED
Anchra Pradesh 137 116 8.7% 915 654 71.5%
Assam - 121 . T 61.2% 804 445 55.3%
Bihar 489 208 42.5% . 3,522 1,824 51.8%
Gujarat T 2% . 163 55.4X - 1,930 1,632 84.6%
Karnataka 266 307.  115.4X - 1,855 1,850 9.7%
Kerala 55 58 105.5% 380 131 34.5%
Madhya Pradesh 2. 633 8.2 5,009 4,935 98.3%
Maharashtra _2n 265 97.8x 1,806 1,685 93.3%
Orissa - 354 397 112.1% 2,300 1,854 80.6%
Rajasthan 135 125 92.6x 1,019 931 91.4%
Tamil Nadu 2 . 13 108.3% 70 m 158.6%
Uttar Pradesh 219 189 86.3x 1,381 1,376 99.6%
West Bengal W7 417 389.7X- 712 91 12.8%
Major States 3,712 2,965 92.3x 21,713 17,519 80.7%

Source: Rural Health Statistics 1991

=g o
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. men are consistently given preferential treatment, particularly in_sezking

n in .4 I

356 When examining access of women to medical care, it is critical
w'mcogmze the cultural and economic (demand-side) inflyences- that are
g. The literature is replete with studies showing that young boys and - L

health care. relative to young girls-and women.(Chatterjee, 1989.provides.a

" eview of these studies).

: From the provider side, several services are specifically targeted
i women. In particular, the family welfare program, combining family
~znning and maternal and child health, operates almost exclusively through
a~Ms at the SC and PHC levels. Without question,- the vast majority --
eszmated at 75 percent -- of the ANMs time is devoted to family planning
«rk. To z large extent, this involves identifying potential family planning
aczeptors, and motivating those women to obtain government-provided
swrilizations.  The remaining time, allocated to MCH activities, is mainly
soent on child immunization, by all reports. Therefore, it appears that there
is 1ttle specific attention given to women'’s health needs, and almost none to
ize health needs of women that are not directly related to their children’s

nezith. -
L 28 As one indicator, it is useful to look at trends in the proportion
of pregnant women who are attended by trained personnel, or who give birth
'™ an institution, since this indicator is closely related both to access to health
se~vices and to a major source of excess female mortality, maternal deaths.

Fer both urban and rural populations, there has been an increase in -

- insututional childbirth over the past 20 years or so, though the gap between nm e wE

rural and urban attendance has-persisted. In 1971, only 7.8 percent of rural

b:ths and 32.1 percent of urban births took place in medical institutions; at . o
tnz: ime, 11.3 percent of rural births and 24.5 percent of urban births were '
azznded by trained personnel. By 1987, 14.7 percent of rural births and - : e
rearly half (48.7 percent) of urban births took place in medical institutions.

A that time, 17:8 percent of rural births and 25.5 percent of urban births

:*9&;; attended by trained medical practitioners (Family Welfare ‘Yearbook

1589-90).

359 . Whether a birth takes place in a home or an institution appears to
be largely a function of whether a functioning public facility is nearby, at -
‘2251 for rural women. A study of more than 3,000 rural mothers carried out
by the Indian Council of Medical Research (1991) found that among women
living in a village where a PHC was located, about 55 percent gave birth at
home, versus about 35 percent in the PHC. Among women living in a

vidage with a SC, more than 80 percent gave birth at home, and less than 10
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¢ in the SC or the refen%l PHC. Finally, nearly all women iiving n
; 2 villages, without close access to either an SC or a PHC, gave birth at

." variation in Utilization of Health Fagilities -

160 Ironically, for all the vast differences in economic and
_emvironmental conditions that characterize distinct sub-groups in India, and
despite the regional and other differentials in the extent to which the public
nealth network provides coverage, there is a remarkable consistency in health
service utilization patterns. In every state, in rural and urban areas, among

-~ nich and poor, the vast majority of people seek health care from the private
sector. And, whether obtaining medical care from the public or the private
sector, almost all individuals pay a substantial amount out of pocket for

neaith services. In many cases, those who can least afford to pay -- the rural
anor -- pay the most. : '

6l Two sources provide useful data on households’ utilization of
health services: the 42nd round of the }National Sample Survey (NSS) (social
consumption survey), carried out in 1986-87; and the National Council for
Applied Economic Research (NCAER) study of household expenditures,
carmed out-in 1990. Using these data, it is possible to see differences in

uthzation and expenditure patterns by state, by rural-urban residence. and by
income group.

O R

The Demand for Private Sector H&Ith tare

RN Y) Table 3.17 shows the use of health services for illnesses =
requiring treatment for each-of the 15 major states. In.all but three states
(Orissa, Rajasthan and West Bengal), private hospitals account for a much
larger share of all health services than any other source. In 10 of the 15
slates, government hospitals provide less than. one-third of all treatments,
while PHCs rarely provide more than about 10 percent of the care.
Interestingly, in Kerala, which has by far the most favorable health
indicators, PHCs were found to provide essentially none of the curative care;
Public hospitals provide about 30 percent of all care. Private hospitals in that

State were found to provide 42 percent of all treatments.

3.63 According to information from NCAER, the preferred health
Provider in both rural and urban areas was-the private doctor (54.8 and 55.5
percent of all treatments were from private doctors in urban and rural areas,
fespectively) (Table 3.18). Despite the documented regional differences in
availability of doctors, hospital beds and the public health network, there is
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essentially no rural-urban difference in people’s behavior when seeking health |
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= peble 3.17: Utilization of Health Services, by st:ge_ 1990 .
GovT ESI PRIVATE PHC CNARITAB MEDICAL OTHERS = >

T3 nosp wosP L g DisP SHOPS

¥ D&

sghre Pradesh 31.5% 8.1 9.7 6.2 .° 0.3% 12.7% 11.5% .

Assam 36.1% 3.1X  39.6x 10.3x  1.8% . 7.7X 1.4X ’

gihar 21.4X 1.0X 48.5% 10.9% 0.9% 9.4X 7.9% N

cujerat 27.4% 0.0x 66.2% 3% 0.0% 1.6% 1.4%

xarysna 20.8% 0.0X 44.1X 10.3X 0.0X 26.8% 0.0%

(arnataka 39.7x 0.0x 50.1% 1.9% 0.0% 4.7TX 3.7 -

terals 29.1% 2.7X%  42.0% 0.0% 2.TX _ 20.2% 3.2%

uachys Pradesh 29.0% 0.2X 48.1% 1.7% 2.6X 9.2x 9.2% R

Msharasntra 17.0% 0.8% 49.1X 20.8% 0.0Xx - 8.0% 4.2X <

orissa 61.1% 0.1% 7.2X  15.8% 0.3% 5.4% 10.1% -

pun)ab T o12.2% 0 0.0%  47.0%  18.6% 0.0% 19.6% 2.7 e

Rgjasthan 48.8% 8.7X 14.6% 0.0% 1.6% 15.7% 10.7%

Tami | Nadu 36.4% - 0.0%X 58.2% 2.5% 0.0x 0.5% 2.5%

Jttar Prad 17.9% 0.5% 58.7X 8.6% 0.3X 6.9% 7.0%

vest Bengal 15.5% 1.5%  16.8% 7.1% 2.6% 41.0% 15.6%

Source: NCAER Survey of Household Expenditures

Table 3.18: Medical Treatment Used and Average Expenditure per Illness Episode

-TYPE OF TREATMENT X OF EPISODES - AVERAGE EXP X OF EPISODES’ AVERAGE EXP = T o= -
’ - = . (Rs.) L (Rs.) =
Goverrment Doctors - 39.1 126.32 . 383 168.99
Private Doctors 54.8 164 .44 55.5 146.70
Paramedical Person 1.2 . 51.30 2.6 127.15
Rituals . 0.2 118.09 1.2 165.94
Self-Medication 6.7 48.22 ] 18.98
Total s ~ 100 142.60 . 100 151.81 : 2
. Source: NCAER Survey of Household Expenditures T c
" | r Ilin isod _
3.64 The NSS found a similar utilization pattern (Table 3.19). The

private sector accounted for about 75 percent of all health care in both rural
and urban settings. Out of the public sector’s 25 percent share, only about 5
- percent of all treatments were from primary health centers in rural areas:
nearly 18 percent were from public hospitals. In urban areas, public
hospitals provided a marginally higher proportion of public sector care. In
the private sector, the majority of care is provided by private doctors, with
. Mo difference between urban and rural patterns. :
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1 65 With respéct to expgnditurcs per episode‘. which include direct

:ﬁarges- rransportation, transaction payments and other access co§f§. drug_s

;nd all other expenszs, it appears from the NCAER ’data that 1pd1v1duals n

rural areas spend slightly more than those in urban areas, possibly both A '
pecause they are .more severely ill when_seeking treatment and because

(ransportation costs are relatively high. On average, patients pav Rs. 140- :
150 per episode. No estimates could be made of transaction costs, such as .

- waiting time, though all indications are that these are extremely high in many
oublic sector facilities. ;.

rable 3.19: Household Utilization of Medical Services in Rural and Urban India, 1986-87
JF RURAL  URBAN ’
16,692 9,136
SOURCE OF TREATMENT
PUBLIC HOSPITAL 17.7%  22.6%
PRIMARY HEALTH CENTER 4.9% 1.2%
PUBLIC DISPENSARY 2.6% 1.8%
SUB-TOTAL 25.2%  25.6%
PRIVATE HOSPITAL 15.1% 16.2%
NURSING HOME 0.8% 1.2%
CHARITABLE INSTATUTION - -  0.4% 0.8%
: ES! DOCTOR - - - T 0.4% . 1.6%
.7 . PRIVATE DOCTOR = 53.1% 51.7%
OTHERS. . 5.2% 2.9%
SUB-TOTAL 75.0% 74.4%
TOTAL 100X 100%
AVERAGE AMT PAID TO AGENCY FOR TREATMENT (RS)
GOVERNMENT : 3 73 74 e
PRIVATE - & B ¢ 4 . 80 . ) . -
ALL - C76 ™ - - ol
AVERAGE TOTAL AMT PAID FOR TREATMENT (RS)
GOVERNMENT 15 103 ’
PRIVATE , 85 91
Source: NSS, 42nd Round
3.66 NSS expenditure data also indicates little difference between

urban and rural expenditures per episode. In the NSS sample, individuals
seeking care from public sources paid a total of Rs. 100-115; they paid
considerably less, Rs. 85-91, on average for private care.




-« e T3St important question is whether the public sector
' + sucsadized services to the poor. Data from NCAER
o = oz = both urban and rural areas, low-income Jersons
~¢e 2 &=v 10 seek treatment from government doctors than
fact ™ _..-ciz < (44 percent vs. 26 percent in urban areas: 40

v ppmiEnt ——mai areas). It is worth noting, however, that for
.- - 7<= =—~>an and rural areas, the private sector appears to

w122 oooeader,

\\'\\

~» —,/'" R -~
ez T _csec and Average Expenditure per [llness Episode, by Urban-

W s - -
[ T ya-_ze=c= m~c ncome Class
Byl F =

~Ohd - INCOME - - HIGH INCOME

[T PR 7 Of = :SDES AVER GE EXP X OF EPISODES AVERAGE EXP
(Rs.) (Rs.)
PR e 122.05 25.7 126.32
e S - 131.33 : -70.2. - 164 .44
Lo 2P N ©46.57 - 0.2 T - s1.30
T 109.07 0.1 118.09
- £.3 62.21 3.8 48.22
= 122.55 100 142.60°
?k " LOM IMCOME ; "~ HIGH 1MCOME
o rass eES" X OF EPISODES AVERAGE EXP X OF EPISODES AVERAGE EXP
(Rs.) - - (Rs.)
R R 156.64 25.0 136.90
e Doc-ort S ¢ 131.27 74.5 215: 01
WMo, sersIN ren | 126.83 0.5 25.00
Tha o ¥.2 115.49 0.0
"' Mogicx o 21 7 9.33 0.0
LT <00 138.55 100 194.59

1 NCAEE Survey of Household Expenditures

Service 'se Patterns of Lou__g-nd nihp Income Groups, All India, 1986-87

PROBABILITY OF USING GOV’T PROVIDERS

BOTTOM 40X ToP 60X
™ sepvice » URBAN  RURAL URBAN  RURAL
Zare - 69%  ~ 67X 50% - - 56X

Zare 2% -t T 51% 65%

toy 74% 66% 55X 55%

' Yreazment 34% 5% 33x - 25%
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The average.expenditure for private services is at least slightly
. than for public services in all except the poorest group. Amdng rural.
.,ncome households, NCAER surveys found that individuals pay an
5 e of about Rs. 160 per episode-when they go to the public sector. and
‘.veﬂ(ERS 130 when they seek care from private doctors. On average, better-
4 individuals do pay somewhat more than the poor for heaith care - abeut .
(6 percent more in urban areas, and about 40 percent more in rural areas.
169 According to the NSS, as shown in Table 3. 21, government
msp”ajs provide 66 percent and 55 percent of the hospitalizations used by
e bottom 40 percent and top 60 percent of the expenditure distribution.
cespectvely, in rural areas; and 74 percent and 55 percent for similar groups
.n-urbari areas. In other words, public sector hospitals are by far the
aredominant source of hospital care for India’s poor and also prov1de a -
agnificant amount of services to the non- poor. -
170 Because of the differences in the frequency of hospitalization
hetween expenditure classes, the composition of paiients is more biased
toward the better-off. About 44 percent of patients at rurai public hospitals
* and 48 percent at urban ones are from the bottom 40 percent. of the
cxpenditure distribution (Table 3.22).

lable 3.22- Service Use Patterns for Low Income Groups - - F - V ‘;A

PERCENTAGE OF PATIENTS FROM BOTTOM 40X OF

[ XPEMD [ TURE N
. GOVERMMEMNT FACILITIES NON - GOVERMMENT FACILITIES
TYPE OF SERVICE - URBAN RURAL URBAN RURAL
Antenatal Care 57X 52% 37X 40%
Fediatric Care 57X 50% 36% 38%
Hospital Stay . 48% 75 3 . I7T% 32% . .

Acute Treatment = - 52% o4 41% 46X _ ¥

source:  NSS, 42nd Round

Table 3.23: Per Episode Expenditures by Source of Health Care

PROVIDER AVERAGE PATIENT RANGE OF PATIENT EXPEMDITURE
EXPEMDITURE PER

TYPE OF SERVICE ‘ SPISODE BOTTOM 40X UPPER 60%

HOSPITAL STAY - URBAN GovT 385 137-696 218-945
- NONGOVT 1206 602- 865 1,020-2,565

HOSPITAL STAY - RURAL .,; - GOVT 320 191-495 _238‘429
, ' NONGOVT 735 515-783 649-893
ILLNESS TREATMENT - URBAN GOVT 74. 40-143 Zy-180
© NONGOVT 80 S0 73 53-142
- ILLNESS TREATMENT - hL’RAL - GOvVT ’ 73 51"74 50-109
: NONGOVT 7 6-73 51-134

Source: NSS, 42nd Round
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2 Expendll ore data on hospital stays is also available (Table 3.23).
: nditure per episode in a public hospital is on average less than one-third
‘p;os[ of a private_hospitzl, although this is without controlling for case

:" Poorer patients report lower expenditure levets than richer ones in both
public and privat= facxlme; ) ’

172 Information on acute treatment contrast sharply with the

- waspitalization picture. For the poorest 40 percent, government providers
sccount for 25 percent (rural) and 34 percent (urban) of acute treatment
-ontacts, and 25 percent and 22 percent, respectively, for the upper 60
~ercent of the expenditure distribution. However; patients from the lower
expenditure group make up 47 percent (rural) and 52 percent (urban) of the
natents at government facilities. The bottom four deciles of the expenditure
distribution also comprise more than 40 percent of the patients at non-
-overnmental providers, suggesting that they may have a greater propensity
«0 use acute treatments than the better-off group.

373 Expenditures on’illness care show little difference between

government and non-government sources, or by economic class. Again, this

contrasts with the hospitalization data, in which there are sizeable cost

differences between public and private sources of care, and differentials in

- _expenditure. by economic class. - This suggests that users may perceive little
financial difference between publlC and private providers for acute treatment

and may explain, in part, that much more limited role played by public

sources of treatment.

IV. STRUCTURAL €AUSES OF IMBALANCES
N THE HEALTH SECTOR :

4.1 As long-term trends in budgetary allocations have suggested, and
as GOI’s recent response to structural adjustment has indicated, the system of
health planning and financing in India does not facilitate achievement of the
stated goals of increasing equitable allocation of health resources. In this

chapter, we look directly at how the structure of the public sector’s financing - -

of health services affects the allocation of resources to the needs of the poor

and how inefficiencies and inappropriate packaging of resources hinder
equitable service provision. The analysis examines the center, then the-

States, and finally the center-state relationship.

4.2 This is not intended as an exercise to arrive at an exhiaustive list

of the ways in which health sector spending reinforces inequities. Rather, it
IS an attempt to identify the spending patterns that can be affected by policy

reforms to achieve the greatest social benefit.

FREER SH——
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jorities to the states through its own diSQrctionaerSpending; (c) it funds.‘ In
,Tn or entirely, programs such as the vertical communicable disease control -

nitiates new i
projects under the plan budget, which are then expected to be taken over by
the siates in subsequent plans. (The first two are described in this section;
the second two are ‘discussed in section C on the nature of the center-state
relationship.) :
Norms and Targets
4.4 In setting norms for distribution of facilities and manpower, the

rural areas are seen s requiring the same per capita level of public Heajth
\ervices as the better off ones. Although the poorest communities at Jeast
henefitin equal measyre 1o wealthier communities, the governmen stretches
ts budget constraints to the limit and provides much less of a subsidy to the

poor than would be possible with Jess €xpensive but more carefully targeted
programs. In sum, the norms over-reach the budget. ° :

Nationa] Priorities o

5 The budgetary choijces thade by the central government -
demonstrate national health priorities.  If, for exam
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6 Due to historical patterns of spending bv the central government,
there 15 lile room for flexibility in plan spending, and still less.in non-plan
nding. As shown in Chapter 2, medical education and research consume
3§ percent of the center’s revenue expenditure!/. Commitments to the
Central Government Health Scheme account for 14 perce. t, and 10 percent
goes toward central government hospitals and dispensaries. _This leaves little
= room for spending on public health programs, and less for primary health
care, apart from indirect flows to that program through the famﬂy welfare

pudget. _ L

=

for ical ion; wi f Fu
h nter

&7 The allocations to medical education serve as an example of: the
ways in which priorities in central level spending may reinforce-existing
dlffcrenu'als in resources between rich and poor. -In concept, the center has
taken the responsibility for supporting medical education under the _
assumption that this is a means of providing quality training for doctors who
will enter the public health system. To some extent, this has happened:
nearly-all public sector doctors attended publicly-supported medical schools.
However, more than three-quarters of India’s medical graduates enter the
private sector. The vast majority of private doctors establish practices in
urban areas, while rural areas remain underserved. In the past, many have
migrated, taking the precious public investment in their education to
industrialized countries (see Statistical Annex 5).

4.8 These doctors benefit personally from the public investment, but
the social returns are small. Funding of medical education by the public
sector, without either cost recovery in education or effective bonding of -
graduates into public service, results in a net flow of resources to better-off
populations both within and outside of the country. Under fiscal constraints,
other facets of the health systcm with greater externalities, become
underfunded. .

b

. 1 i {
o i ol Mioiisnal

! Revenue expenditure including grants-in-aid to the states.
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" subsidized in- and out-patient care, regardless of ability to pay
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30 At the state level. where niost heaith spending takes place. the
existing differentials between richer and poorer communities, and between
yrban and rural areas tend to be reinforced by the level and pattern of health
srending. This happens through the overall allocation to the health sector
irom the state budget. This is a function of: (a) each state’s ability to collect
he taxes: (b) the share it receives in central taxes, statutory revenue gap-and

radation grants it obtains' from the center; and (c) the competing demands

- iPE L ;
of other sectors within the budget. It is nearly a tautology that the poorer

qates have a lower capacity to raise internal resources. Thus, without
cffective redistribution through the powers of the central government, poorer
.ates. which have greater health sector requirements, have far fewer
-esources with which to work. -And in the poorer states, health may be seen
t-have a lower priority, relative to industrial production, agriculture,
ymgation, or other economic sectors. The disparity in the ability and
willingness of states to spend on health is clearly reflected in their budgets:
Between 1985 and 1988, per capita total expenditure on health, water supply
and nutrition in the richest state was 2.7 times greater than that in the poorest
site (Tulasidhar, 1992). " There is every sign that. in' the poorer states health

“services deliverea’ by the state in poor areas are already below an acceptable

minimum, because of structural inefficiencies aggravated by inadequate
'unding, and are,deteriorating further.

410 Trends in health spending, as described in Chapter 2, suggest

‘that both the state and the central government are decreasing their

commitments to the sector; Between 1974/78 and 1986/89, for example. the
relative share of health in the 15 major states’ revenue expenditure declined

from 7 to about 5.5 percent.

4.1 States devote an estimated 45 percent of their medical and public
health revenue expenditures to medical relief activities that are not identified

as PHCs or rural dispensaries. For the most part, this is support for public -

hospitals, which are located in major cities and provide free or very highly
Cost

recovery has declined in public hospitals over the 1980s, further moving the
burden for individual curative care off the individual and onto the state (see

Annex 4).
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" Monies that states do allocate to the health sector -- on a;erage
$ x.man ] percent of state domestic product, and 6-8 percent of total state
wn’ue account spending -- rarely are targeted to reach“the most

yvantaged populations. . A large share, of state spending typically goes
:fard hospitals, benefitting a small number of individuals, and at the same
gme Grawing resources away from publie-heaith-activities that have the
poxential t0 benefit broader, often poorer, segments of the population.

icposition of th tes’ Bu nd Growing Terti evel
(Qmmitment§

413 In India, as in many other countries, public sector support for
hospital-based curative care in urban centers has become a severe drain on
public sector resources. As the costs of providing medical care.increase, and
semand expands due to population growth, urbanization. aging of the
sopuiation and other factors, hospitals increasingly compete with public or
community health programs for the state’s resources. The state is placed in
:he uncomfortable position of choosing between providing immediate care for
.denufiable individuals -- those who walk in the door of the public hospital in
the capital city, for example -- versus funding programs that may have
longer-term benefits for a wider, less well-defined community.

414 Spending on hospitals not only has the effect of drawing scarce
resources away from public health efforts. - It also reinforces rural-urban
ditferentials 1n access to health services. The balance is tipped even further
in view of urban populations access to these hospitals which are operated by
town councils. (see Annex 5 for-2 aescription of the role of local bodies in
health spending). ' '

C. The Center-State Relationship

4.15 The relationship between the central and state governments in. -
india is fraught with legal and bureaucratic complexities and is the subject of
intense debate that is highly politicized. On a grand scale, in concept, the
central government has the power to unite the country under one .
administration, and to some limited degree, to redistribute TESOUrces across
states. ) T

o

4.16 The relationship between the center and the state governments in
the health sector occurs at two distinct levels. First, in the overall allocation

of resources by the center’s Planning and Finance Commissions to stites, -
which constrains or provides opportunities for states’ initiauves in new

pPigjecis.  Second, in the intra-sectoral allocations of grants-in-aid and other

R ooyt Sl .F"f)ﬁn’
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arked funds-from center to state. It is this second leve_l th=: 15 relevant
o this heaith sector study. ,

s 17 Mechanisms used by the central government to tund health
ProgramS at the state level have the potential to reduce disparnties in_

urces among states, and even within states. As currently orgamzcd

+ however these mechanisms are not esigned to overcome existing ‘inter-state

mCQUIUCS

Report of the Ninth Finance Commission). In the health sector. 1t is

manifest in the following ways:

(a) ome central schemes depend on matching funds from the states.
A few of the centrally-funded communicable disease programs.
including the largest one, the National Malarna Eradication
Program, are funded on a 50-50 matching basis by state and

sufficient matching funds to make optimum use of the program.
It should be noted that even the 50/50 matching schemes often
require more than 50 percent contribution by states, since
overhead and some other recurrent costs borne by the states are
excluded from the estimate of total program cost. Our estimates

- Indicate that stateés financed about-93 percent of public health

~ spending; far'more than a 50-50 share. Poorer states are least’
able, but most in need of supplementing central allocations to
these programs;

(b) . The central government has gone into debt to the states. In

centrally- sponsored. schemes have fallen behind in their p&vmems
to the states. Therefore, the states effectively have been paying
for schemes that were supposed to be centrally-funded. Over the
medium- to long-term, these debts will te repaid. However. in
the short-term, it is the states that can least afford additional.
often unanticipated, outlays that suffer most;

hemes rev non-pl hemes after five years. States
are wary of participating in projects initiated by the central
government under plan budgets, since participation implies that
the state will bear the responsibility for recurrent costs in
subsequent plan periods. For example, extensive construction of
PHCs under one plan period can become a severe liability during
the following period, when all operating costs must be found
within the non-plan allocation, and the center withdraws
assistance. The integration of Indian Systems of Medicine

This phenomenon has been noted.in many sectors (sec”the Second -

central budgets. Some poorer states are unable to come up with

recent years, the family welfare program and a few other =~ -
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doctrs into PHCs. undertaken by the-central gove"nmem n
wan» states 1n an earlier plan penod, must now be supported by

Again. the be:ter-otf states are able to take advantage of plan
projects to a much greater degree than are the poorer states.
though they may requise the efforts less; and

(d) The. Fa(ﬁily Welfare budget pays for the staff of PHCs.

' 18 In sum, the health sector budgeting process and structure limit
.ne abiiity of the cent=al and state governments to overcome existing
dfferenuals in the resource base. From ¢ ;olicy perspective, reform in the
nealth sector depends on the ability of both central and state governments to
arget better their spending toward the needs of the disadvantaged
sopulations. This, in turn, will require modification of the ways in whic
nuigets are constructed, and in the nature of the relationship between center
and state governments. Such recommendations are presented in Chapter 7.

V. THE NATURE AND CAUSES OF INEFFICIENCIES IN THE
PUBLIC HEALTH CARE DELIVERY SYSTEM

\. A Critical Interlock: Efficiency, Morale and Equity

5.1 Policy makers, administrators, and interested commentators on
'he Indian health sector agree that there are considerable inefficiencies in the
health care delivery system. These inefficiencies stem from leng-term trends
0 health sector organization and spending, and from the more immediate
consequences of structural adJustment

5 't is also widely acknowledged that staff morale is low in
general, with some notable exeeptions. Low morale stems, in part, from
poor management, but also from staff being placed in circumstances under
which they cannot achieve desired resuits. Inefficient allocation of resources
or under-funding prevents staff from performing; they are faced with
shortages and unsuitable blends of resources, or are themselves
'nappropriately trained to use the available resources to respond to
Circumstances. As a result, they do not deliver the most effective health

care. Efficacy of health care delivery is very sensitive to the combination of
resources available at the point of health care delivery, the PHC or SubC.

the states. which find themselves with additional _personnel costs.
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If public sector resources are inappropnately combined -- poorly
‘jaged - (nen staff weaknesses are exposed and inability to respond to 10b
> ﬂb“‘“ Ut lo patient needs erodes motivation and morale. In some .
o ces, an absence of critical inputs hampers health care provision to the
ree that the system becomes paralyzed. A combination of low efficier.cy =
4ad cumbersome logistics means-that-det2riorating serv;iccs are poorly
gelivered. especially at the margin. It is the most marginalizgd rural and =
grban populations for_ whom the problem of quantity and quality of Tl .
government SErVICes 1s most acute.

2
§2

%3 Inefficiencies are of particular concern in India today for two
.casons. First, there is a very high opportunity. cost for any wasted resources
. a countty which devotes relatively little (especially of its plan outlay) to

he health sector. If investments are made in facilities or training of
~rsonnel -- for example. PHCs and SubCs are constructed, or physicians are
-raned at the government’s expense -- and -yet because of inappropriate mixes
ot inputs. poor maintenance or staff vacancies, health services of an
acceptable level are not provided, the system has experienced a tremendous
resource loss. Second. in a ume of budgetary contracuon, the only means of
maintaining or improving services is through gains in efficiency.

, " This-chapter highlights ‘causes_of inefficiencies that result in poor
health service. and sets the stage-for recommendations in Chapter-6. It _
should be noted throughout that assertions always allow for regional
diversity, and generalizauons should be evaluated with this in mind. . A
cnucal inefficiency in a poor state dould easily be overcome in a state with a
nigher per capita income and vetter infrastructure.

3

B. Optimal Combinations of Resources foi"wEfﬁciency: Paéka_'gi’ng

5.6 In the provision of health care, planners and managers find it
difficul: .o ensure the appropriate blend of resources, properly trained staff,
drugs, and other consumables, together with appropriate infrastructure, at all
ievels of the health system.

Inter-sectoral Blending gf‘ Rgsg_ urces

5.7 At a sectoral level, provision of health care is not closely
enough linked with infrastructure and service provision from other sectors.
This is clear at the margin of primary health care provision in poorer states.
In hilly and tribal areas, the PHC or the SubC is often the main form of
government presence. " e

o
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As shown in Table 5.1, which presents data from a recent studv
§ v of service provision in the rural health network (ICMR. 1991).
# ““t‘)o‘ll! g4 percent of PHCs are in villages with "pucca” (reliably
! ;15) roads. For SubCs, enly about half are in villages with good roads.
";;C villages, communication facilities and transportation services are
h in general; in SC villages, there is much less ‘perietration-of public .

.ot nlv 1 3 . . . .
tructure, and still less in the remote villages without direct access to the
%

: public health system.

>

SRS ~
pevelopmental Indicators in PHC, SC and Remote village§

rapie 5-1: i o
{MDICATOR i X OF PHC VILLAGES - X OF SC VILLAGES X OF REMOTE VILLAG! S

oUCCA ROAD 84 .46% S4.1% ) - 32.5%
805 SERVICE ) 32.7% 70.4% B “l. T
“ADIO FACILITIES ONLY 23.5% L5.6% - 60.9%
. FACILITIES 73.1% L7.8% i 28.6%
r FCTRIFICATION G7.46% 88.7% i YA

source: ICMR, 1991

S Major gains have been made in providing the rural population
with a supply of good water. largely through the Minimum. Needs Program.
[T fact, investment -in watei' and sanitation has grown (though from a very
poer beginning) at a much more rapid rate than investment in health.
Seventh plan outlay for water and sanitation was almost equal to plan outlay
tor health and family welfare. combined. Despite this progress, much of the
rural popuiation still lacks access to potable water, particularly in the poorer
eastern states. ‘

5.10 The lack of public infrastructure, from communications to water
supply, has two effects on the health sector: First, the health of populations
'n remote areas is adversely affected by their environmental conditions, and
the resulting morbidity may place a strain on limited public health resources.
Second, poor living conditions, with no schools or other public facilities
results in high vacancy levels among public sector employees, particularly
among professional medical personnel who have opportunities in more
developed regions. ’ '

5.11 In these cases:

~ The investment in primary health caic does not benefit from
externalities and rcinforcing benefits that would come from a
_moie integrated government package. For example, efforts to
give medical care are much enhanced by contemporaneous
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vovision of at least basic educatic. 1.~ Many PHC costs would be
c lipsed had suitable sewerage and sanitation arrangements been
made contemporaneously vith the establishment of the PHC;
| = ) Primary health care is weakened by the complete dependence
LR "~ * upon itsown internal logistics which, especially at the margin --
at the .end of supply and supervision lines -- become stressed: and

z

(c) Extreme stress is placed on the staff. In the absence of their
familiec (in school at district-level centres) Medical Officers-in-
charge absent themselves frequently. In their absence, PHC
service is diminished with-lack of supervision. ANMs also

~commute to villages where it is considered unsuitable for them to
be 2 permanent presence, even though integration with the village -
society 1s one of the keys to their success.

h.12 Effects of lack of inter-sectoral support are not lxmned to
pnmary rural care. The unreliability of state grid-provided power, or the
railure of water supplies (in volume or quality) reduces effectiveness of
néalth expendxtures in hospitals, as well. )

Intra-sectoral Blending of Resources

S03 . Programs within health are implemented with insufficient.
coordination. The PHC officers lack detailed logistical links with the vertical
communicable disease control programs. When résources are scarce.
medical and health programs become effectively competitive, rather tham .-
complimentary. - Thus the family planning activities, so strongly target-
(dniven, tend to crowd out other activities, rather than stressing that they are
“alternative approaches to improved health s:atus.

5.14 Vertical programs are carried out with insufficient reference to
one another, even when directed at similar target populations. The use of
multi- purpose health workers, while perhaps sound in theory, has not had a -
beneficial result for many of the disease contro' efforts. It is reported that
the current system is one of confused aims, wit imperfect multi-reference
supervision, high vacancy levels, low morale, and a conflict of loyalties.

The staff trained under one high-priority program may become a liability that
hinders the objectives of new projects. This is often because of mappropnate
training, poor job descriptions, an unworkable blend of authority and -

technical skills at ngoints of health care Aolnrary and a weak chain of

administration and logistics. Contradictory and uncoordinated messages to
target groups result, breeding confusion. Legitimate demand for health care -
Is perhaps suppressed, especially among the groups least able to express it,

SRS A e s el R
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~ away {rom public provision toward more costly aiternatives. Micro
) (Ul > ;

udies are underway to evaluate these problems. -
¢l stud ! A
g ng of Medical Logistics .«
I Weaknesses in the drug procurement, storage and distribution * -

sysiems result in a sub-optimal drug blend at facilities, especially in the more
remote rural areas. Wastage, mal-prescription and patient diversion either
through inappropriate referral (to the ‘public hospitals), or transfer (at private *
&sl‘ to the private sector) of patients occurs while SC and PHC

~frastructure remains under-utilized.

$ 16 . Poor resource packaging includes the provision of vehicles to
PHCs (and other points of care delivery) with too little fuel, and perhaps
without drivers. In extreme cases, critical elements are missing altogether,

especially when budgets are under pressure, and when cuts are unrelated to

medical logistics. ‘

$.17 Drug supplies are a particularly vulnerable input, for several

reasons.  First, they are relatively costly items,-and recent changes in drug

pricing and 1mport policies have led to a rapid escalation of drug costs to the

public sector. States now report that they must spend up to three times as

. much per unit.of medicine as they did one to two vears ago. -Second.-in

India (as in many countries) there is substantial leakage ‘of publicly-purchased

medicines 1nto the private sector. Reduction in this type of leakage depends

o acvanced systems of inventory control. Third, medicines are perishable

ttems, so there is potential for sybstantial amounts of wastage. At the same

lime, drugs are a particular'y important input into the health system, both ;
because they-provide health benefits and because their presence reassures B ‘
pauents that quality service is being provided. For these reasons, chronic = -
shortages of drugs-in PHCs and SubCs is a problem that is difficult to solve;

and has wide-ranging negative effects. There is a need for supporting drug
provic'on under adjustment. '

5.18 The severity of the problem was quantified in the ICMR (1991)
Study, which evaluated the inventory of essential medicines available at PHCs .
and SubCs. As shown in Table 5.2, 37 percent of the approximately 400
PHCs studied had insufficient (or no) stocks of analgesics and antipyretics;
Nearly 60 ,ercent were lacking antibiotics; and about half had insufficient
Siocks of anti-hypertensives. Most disturbingly, perishable vaccines, -
Including measles, BCG aiid polio, were unavailable in sufficient quantities in
23-32 pcicent of the health centers. The situation was- found to be still more

acute at the Sub-center level. Of the drugs that were supposed to be present |
at the SubCs, most were not in the vast majority of centers. It 1s interesting .
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.o note that. while basic medical treatments were in snort “upply, very few
-.aith facilities were lacking in the standard levels of contracepuve
iommod,.les. for which discrete budgets are available t_establish stronger
jpgistical support.

3

am— &

ale 5.2: Availability of Medicines .at FMCs>and SubCs : 1 ’

%X wWith None or Inadesquate Stock
MED I CINE PHC sC

ANALGESICS/ANTIPYRETICS 37.2% 55.2%
ANTIBIOTICS ~ 57.5% 80.3%
ANTIDIARRHEAL 26.1% -~ 53.3%
ANTISPASHMOD | C 36.4% -
ORS . 21.6% T 2%
ANTIMALARIALS 13..3% _ 46.8
ANTIHISTAMINES 63.2%
SEDATIVES - 35.7% 84 .8%
ANTIASTHMATICS 42.2% 84.5%
ANTIHYPERTENSIVES 48.0% 96.6%
BCG VACCINE 27.6%
POLI0 VACCINE 23.1%
DPT VACCINE . 8.8%
TT VACCINE . 7.5%

MEASLES VACCINE 32.2%

1UDS 5.0%

ORAL CONTRACEPTIVES - 8.8% : B

NIRODH CONDOMS. . 6.0% B
Source: ICMR, 1991 B : ‘ v s /\,
Packaging of Human Resources X
519 . The considerable achievements of the Indian health sector are

mrrored in the #arge stock and quality of trained and practicing medical
manpower in and outside the country (see Chapter 3 and Statistical Annex 3).
But characteristics of this large stock of trained personnel also 1imply a-need
for flexibility, redirection, and enhanced selected investments to improve
quality and efﬁcacy of service. :

5.20 - Ratios in employment of doctors, paramedical staff and nurses do
not reflect optimal functional relat10nsh1ps Numbers of nurses in the system
are today related to number of beds, rather than to a doctor support function.

This results in the inefficient and inappropriate employment of doctors to

carry out funcuons equally well (or better) and merc cheaply carried out by
nurses.
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Despite the relative ibundance of doctors in the Indian system.
(.;:j,)[cf 3) there are great vanauons in the physician supply across states

Hdy . -, ¥
.d. mure obviously, between urban and rural-areas. In Andhra Pradesh. for

“:;3,},p]e there are about 53 government doctors per 100,000 population: in

. o

vfadhva Pradesh, there are only 14 doctors per 100,000.

¢ ™2 . Aside from the problems associated with uneven distribution of
mecical personnel; there are inefficiencies related to the responsibilities given

AN

';o doctors. Dostors placed in the CHCs and PHCs have a largely managerial

role. Yet their medical college education has not prepared them for this.
They are untrained to monitor expenditures, manage stores, maintain
pm}&mgs, take de<isions about personnel or supervise others working 11
diagnostic or preventive tasks. ‘Doctors tend to assert a managerial role --
hecadse of lack of training and the strongly rigid hierarchical service -- that
» punitive with too little problem-solving. This approach has pervaded the
empincal approach to targets that has damaged family planning programs.

5.23 - Lack of a management cadre means tertiary care institutions are
also managed by doctors, promoted into management positions without
regard to the criteria needed for effective management. Yet neither type of

management skill is the subject of in-service training.

.24 VC"ithi,n the medical discipline there is inabpropﬁate blend of

doctors” skills.  Diagnostic skills most in demand in the rural areas. a:
distnict hospital level and below, are not stressed in medical college. There
15 a lack of social content in medical teaching; community health issues do
not feature in medical colleges. This is not redressed by in-service training
or orientation before the urban-trained doctors (often of urban origin

A themselves, notwithstanding reservation policy) are posted to rural areas

5.25 At various times, the public health system has made concerted

"~ efforts to integrate practitioners of Indian Systems of Medicine into primary

care delivery, particularly in remote areas. It was perceived that ISM
doctors would provide care that was culturally acceptable, and would be
more willing than allopathic doctors to taks up service in rural regions.
However, in practice it appears that the links between the ISM and the
allopathic systems have failed to strengthen th- service in the manner
imagined. ' :

5.26 Among paramedical staff, male multi-purpose workers are more
likely to be in short supply than are the ANMs. This is due to the financing
arrangement:  the family welfare budget, coming from the central .
government, funds the ANMs, while the multi-purpose workers are funded
out of disease control schemes, with the funds usually coming from the
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on 1o the maiaria eradication program. Begause the familv
s more secure than the state's contribution to the disease
it 1s easier 10 hire and retain the female workers.

te'S contributl
oel27C funding 1
.: ;ﬂﬂif ;.»mgram.
PP There is a need to closely consider the statfing norms. 10
_* - wine whether they reflect the actual needs of PHCs and CHCs.
R;uonalization of manpower patterns would entail-a substantial effort. but

nINg investments.

¢. The Outcome of Inefficiencies: Inequity and Inappropriate Referrals
o8 ~ An outcome of these deficiencies is the inefficient referral
«~em. In terms of equity of health service delivery, inefficiencies are of
ost direct impact at primary level. But their effect exacerbates weaknesses
+ provision of hospital care, as well. i
5.20 Patients’ perceptions of shortcomings in public sector primary
sealth care result in bypassing of SubCs and PHCs, with two main impacts:

(a) Individuals, even many of the poor, have .initial recourse to the
_private sector, rather-than using the public sector as first choice:

and

(b) Those who do use the public sector either: (a) find themselves
referred quickly from PHCs to hospitals because of unwillingness
of PHC staff to accept responsibility or inability to prescribe
appropriately (often because of drug: shortages), or (b) bypass the
PHC and head straight-for out-patient care at hospitals. This 1s

not an effective pattern of referral. - L

5.30 In both instances, ‘this process incurs higher than necessary
private and public costs. The impact upon the public sector is to ‘exacerbate
the expensive structure of health provision by overweighing demand for
hospital care. ’ ’

o W | Overall, the inefficient investment in primary care aggravates -
conge.ion in hospitals, and introduces inefficiencies at this most costly level.
while diminishing further access of the rural poor to publi¢ sector health
service. The drive should be to increase efficiency.

3:32 Enhanced efficiency would result in a 7di§p’rop()‘rtiona‘te increase
of .resources available to poor. leaving more resources for better primary
care. It would ease pressures on tertiary care, enable its standard to be

.ould have the benefit of increasing efficiency of both health and health -
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aproved. and pave the way for cost recovery at Lemarv level. This 1s the
-hallenge 1t tfaces the system under structural adjustmem and :s IhL basrs
or rf,comme:ndauons presented in Chapter 6.

-
w®

V1. AD, i NHAN .
’ CARE FOR THE POOR - .
6.1 The impact of adjustment-induced fiscal contraction or: the health

hudgets is already visible from the current (1992/93) central budget; more
1l be known a: wie state budgets become available. If the speed with which
the health sector adjusts its expenditures to promote efficiency is less than the
nace of adjustment, then cutbacks could occur at random with the. potential
ror the system to become even more inefficient and/or regressive. There 1s a
great merit in appropriately planning the budgetary cuts rather than-accepung
the cuts passively all along the line down to the PHC and SC level.

(nplanned cutbacks -- as much as unplanned enhancements -- could typically
result in the elimination of spending items that do not enjoy a lobby, but
whose cutting could further impair efficiency as well as equity. Protecting -
cnitical health inputs during adjustment is-crucial;. to this extent, adjustment 1s
botn a challenge and ‘an-opportunity to-enhance efficiency and equity.

6.2 How, sesious is the problem of cutbacks? How do the states and
the center exercise options? Although the states’ own resources fund a
substantial proportion of health investments, the total financial flows to the
health sector may be affected if central-allocations to specific programs -*
decline. For example, this has already happened inasmuch as the central

" plan allocation to, malaria control has declined from 83 crores in 1991/92 to
50 crores in the plan budget for 1992/93. States’ own resources to the health
sector may also contract. If the overall (centrai‘and state) allocations arg
reduced to the health sector (which is a strong possibility in the resource-poor
states), two scenarios can be visualized: (a) a proportionate and
undifferentiated cut is effected on all programs/components. or (b) cuts are

effected on specific programs/componems after a careful consideration of
choices.

’ Optiogg with Fiscal Cutbacks

6.3 ' ’I'he easiest option is to effect a proportionate cut on all
programs. " Indeed, field visits to hospitals and PHCs, as well as discussions
with senior health officials in the state governments strongiy suggested this
possibility. An undxfferennated proportionate decline on all items and
programs would very likely lead to slower progress in improving health
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- GmES ", the weaker states. In such a case. the most likely pdssibility
v reported in both rural and urban hospitals. and rural pnmary health
) 1s that sajaries fo staff will be maintained, but cuts will plague
medical supplies. drugs, and equipment. It is well known that the quality .
management of health services is already problemauc in ‘these states:

:r:«.rlv it will worsen with the drying up of complementary inputs®.

pacthues

D il AF

6.4 If governmerits have to exercise choice in effecting cutbacks.
+hat should be the guiding principles? Given the pressure on public
esources. the governments, both central and the states, should now focus
heir expenditures’ on those services. programs and critical inputs that have
he largest externalities, and are crucial for improving'the overall efficiency
ot delivery. Discussion in the previous chapters has argued the importance
of maintaining a blend of inputs for effecuve primary care delivery, and the
qeterioration 1in this attribute over the last rive years. Further budget cuts
will only exacerbate the problem considerably. Inappropriate blend of
inputs, poor packaging of complementary supplies and generally poor quality
of services has beer extensively documented for family planning (Stout-
1988), health (Chatterji 1990) and nutnition (Subbarao 1990).

6.5 . If cutbacks are preceded by a careful consideration of choices. -
~hen clearly there is.much to be gained. Adjustment is basically a move. to
ractlitale the flow of resources from less productive to more productive uses
in both private and public sector operations. That principle should apply t¢
the health sector as well.

Achieving Gains in Efficiency with Fiscal Cutbacks _

6.6 ~ To facilitate more productive use of resources already invested. it
1s essential to ensure complementary supplies of inputs and an approprnate

blend of paramedics at the primary health center level where the externalities’
c"e the greatest, and the prevailing returns to investment appear to be the
lowest. This, by itself, would raise efficiency levels across the board to the” ~

benefit of the rural poor.

6.7 It 1s possible that resources may not be immediately available to
ensure such a move towards more functional PHC: If so, a beginning '
could be made to prioritize the selection of PHCs for reform. Such priorities =
might start first with the very poor tribal biocks, unirrigated (semi-arid and

yiowes S

¥ Such indiscriminate cuts in basic health will probably have quite a short time lag in zdversely sffzctung health
outcomes. While there are no cnmparable estimates or studies for India. a recent. long time serics analysis of the effects
of changes in public health spending on infant monality m Sri Lanka indicates strong effects (of cutbacks) in the current
vear as well as sustained lagged effects (sec Anand and Ravallion. 1992).

e e R
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| zones. and gradually up to the relatively richer irrigdted zones which are
rrenty better served than the poorer areas by private pracutioners.
eprrent]

q It is better in terms of efficiency enhancement, health outcomes
:;1 reductions 1n 1nequities to”pool resources and channel wiem in =

opriate blend to at least a majority of PHCs in regional concentrations of
verty to render them functionai and dependabie rather than spread the
scarce ‘resources thinly over all PACs. In sum, the present policy of
 mformity of spending should be replaced by a more appropriate mix of
resources. supplies and manpower concentrated more heavily upon poorer
areas. for which alternative privately supplied medical services are not
readily available. This policy could ensure the highest return to the marginal
rupee invested which is so basic to the success of economic reform without

worsening of equity.

Maintaining the Emphasis on Primary Health Care Under Adjustment

69 Morbidity and morality patterns in India differ by regions and
hy social/income classes. As already noted,.the middle class and the affluent
are beginning to experience-the "life-style” diseases, whereas the poor do not
wem to be adequately protected from the life threatening communicable
diseases. Available evidence suggests that the morbidity from diseases like
malaria which strikeé during the peak agricultural labor demand -season cause
.onsiderable damage to poor households as well as to the economy -- loss of
wage income (and consequential indebtedness) to the poor households and
loss of productive man-days to the economy, driving it towards a lower
production surface. Thus, considerations of efficiency as well as equity
strongly favor continuing public support to the major disease control
programs, again ensuring an appropriate blend of inputs and manpower.

6.10 Yet the very first budget under adjus.ment offei's no perceptible
moves towards greater efficiency or equity in the health sector, whatever be
its merits in bridging the fiscal deficit. o

6.11 For the first time in the history of India’s planning, allocations to
communicable diseases have been drastically slashed; these reductions run
counter to the logic of adjustment, to the extent that externalities of
invest...ent in communicable diseases are by far the largest. Considering that
emerging diseases like kala-azar are further aggravating the communicable
disease situation in poor states like Bihar and Uttar Pradesh, such cutbacks
are likely to erode the capacity of these poor states to face up G tie
challenges. In fact the consequential decline in morale as well as outreach is
hound to further reduce program effectiveness. J




M&(‘S Under Adjustment Seem Regressive
AP . The new budgets, although facing a period of ‘crisis and the need
cor a sx1al safety net, have practically no innovations.to oveicome the-
cogressIvEness of paruially and fully funded central programs. nor even in-
olan schemes. With respect to the former, even if 50:50 sha.nng of expenses
>m’re:red most poor states which are unable to match resourccs simply tend
.o lose central allocations, as-noted in Chapter 4. Even in ‘the case of fully
-entrally funded programs, the. poorer states tend to lose, because of the
gqmj policy of arrears, i.e..the center’s insistence on the states to spend

t. and only then claim reimbursements. Some poor states do not have

h flows. They simply fail to take advantage of the schemes.*

RE. - Even under the minimum needs program, the allocanns are
~opuiation-based, and not based on the distribution of poor population.
“urthermore, the plan schemes are transferred to the states after .a given
me: so the states, for fear of financial overload as plan schemes become
ron-plan schemes, often opt not to take up new projects. Altermatively, they
accept the new projects. but make virtually ne-financial provisions for the
maintenance of old projects and programs, and non-plan funds virtually
exhaust with salary payments. Indeed, plan outlays as a proportion of total
nutlays gradually declined over time, virtually leaving no room- for
manoeuvre for mid course correction of priorities. while non- pran_outlav '
erd to be consumed in salaries. These factors render central allocations both

“.er’ﬂciem and regressive.

6.14 A rising share of non-plan allocations is now going to salaries.

effectively cutting non-salary inputs. Even in the present budget, no erforts
are made to improve non-salary components so that vehicles go with-oil,
PHCs with coid chains, x-ray units with films, and so'on.” -~ '

A.diustment,’Blending of Resources and Efficiency

6.15 At a macro level, the budget also does not refine packaging of
‘inter-sectoral outlays that have a potential to maximize returns to heaith
investments. Equipping PHCs with water, sanitation, proper housing and
security is crucial for efficient delivery of service. Yet, plan allocations
under the budget are cut for water'and sanitation.
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o Creating a balance between doctors and paramedics requires
_yie-term planning, but in the interim flexibility in the personnel allocations
‘m a long way in restoring that balance; mor.over, since movement of
:mm.; across seztors/programs is difficult, moving people apoears to be the

- best suaegy o redress manpower shertages. Such Intra-departmental

rsonnel 4noves can also"overcome seasonal overloads, such as with the ———

cudden outbreak of epidemics. To facilitate gains in efficiency of health
ervice: more flexibility could be introduced.

Ment as a Stifnulus to Cost Recovery

0.17 An immediate measure that would ease fiscal pressures on
communicable disease control programs and PHCs would be to protect the
pnmary hedlth care budget from the demands of hospitals. This is possible
hy charging user fees from the middle income and high income groups for
curative services, ensuring that the poor get free services as in the past.

Such moves may not conform to the original intentions of the health planners
to provide universal free health care, but they certainly ensure that at.least

~ the poor have access to free services.

618 Al present, because so few and such small user fees are charged,
“there 15 excess demand for services: hospitals are ‘crowded and often the
~-resourceful or influential people get easy free access. In contrast, the poor
often incur "transaction costs" to get access to treatment and hospital beds.
Those pcor who could not afford these transactions are effectively shut out or
hospital care: instances of poor patient diversion are too common to be -
stressed. Graded cost recovery from the non-poor would restrict-demand for

beds, thereby releasing substantial places for the poor. Thus, user fees are a -

step towards restoration of equity: the poor should benefit proportionately
more than the non-poor. At the same time, hospitals would depend less on
‘he public exchequer for incremental resources thereby ensuring a pro-poos -
alignment of public resources. In sum, cost recovery at hospitals benefits the
poOr in two ways: (a) more resources to the primary health care and o
communicable disease contro} programs; and (b) easy and free access to

“hospitals.

Effective Recov Independen

6.19 Cost recovery is a worthwhile proposition to hospitals only if
they are able *» plough back the resources raised internally for hospital
improvement. -At present, the government hospitals that do have some cost
recovery have to surrender any revenues resources to the common pool.

This is a disincentive to raise resources in the first place. Granting autonomy
to public hospitals with a proviso to ensure that the poor are freely
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.

_r:amed would create the necessary enabling environment for raising

enlel . : :
~.ernal resources. This is already being attempted in some states. such as

Andhra Pradesh, and can be emulated in other states anc-at the central level

= "SULUUOnS *

5giustmen1-gnd_'w ]

020 The above policies need not be followed with uniformity~
.sroughout the country: regional diversity in hospital and PHC efficiency is
.o considerable that no generalized policy prescriptions should be offered.
ror example, user fees may not yield great returns in regions where poverty
., widespread. In some instances, any amount of redeplovment of resources
znd manpower may not yield returns because health is already so under-
‘.nded. Detailed, region-specific policies are beyond the scope of this
-eport, but are an important step and one that comprises an important context
'0 the short term across-the-board cuts that appear to have been made

n:itherto.

Maintaining Health’s Budgetary Position Under Adjustment

6.21 To sum up the argument, health has no doubt lost ground under
_the current budgetary -pressures. - But adjustment-induced pressures on” - -
resources need not promote despair or resignation. Instead. appropriate.
immediate and fairly simple policy changes can greatly improve efficiency.
render the institutions and programs of direct reievance to the poor more
functional and efficient, encourage internal savings within the health sector

and promote equity of access. .

6.22 ~ The most critical of such policies are those-aimed at ensuring
ron-salary inputs in optimal combinations at places and times most needed,
restoring funds to the disease control programs. and streamlining procedures
for the timely release of central funds to the states.  These short term policy -
changes promote equity via enhanced efficiency: a most desirable outcome

dunng adjustment

6.23 ‘But these are only short term measures. India’s health sector has
fairly deep-rooted structural distortions and systemic imbalances that can be
eased only by introducing longer term pohcy changes. These are discussed

in the followmg chapter
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~ VII. MEDIUM-TERM POLICY CONSIDERATIONS:
THE REFORM OF FINANCING
FOR ENHANCED OUTCOMES AND EQUITY .

A. Medium-Term Objectives ' = l "

The Health System at a Cross-Roads Today - - .

- 7.1 In the face of budgetary pressure and the start of the adjustment
process. the health sector faces a critical decision-point today.. With the
inevitable variability in economic and social progress across states and social
groups that has emerged over the last 40 years, coupled with a much larger
health sector infrastructure that stretches existing budgets thin, has the time
come to re-evaluate and re-deploy available resource to attack inequities that
remain, or will existing approaches continue to yield significant gains?

i e S A re-evaluation is appropriate. The years of expanding the
health system to the village level, educating personnel to operate the system.
establishing a logistics system to support it, and -- simultaneously --
adzquately funding both hospitals and traditional communicable disease
programs is a phase that is successfully completed. A new.phase of -
consolidation and adequate support of recurrent costs is called for.
7.3 Although the extension of the system has made it more equitable
overall, persistent inequities have emerged that require in_some cases
redoubled efforts and in others, innovative approaches to solve. The two
areas of concern, adequate funding of the system and solving persistent
Inequities are closely relatéd. . BTt Eh

Resource“Allocation, Efficiency an it

7.4 This report has described the main ways in which health
financing is related to erficient and equitable provision of health services in
India. It has reviewed resource allocation patterns and trends, and found that
public health financing is characterized by an emphasis on hospitals rather
than primary care; urban rather than rural regions; medical officers rather
than paramedics (again with an urban emphasis); services that have larger
private than social returns; and family planning and child health to the
exclusion of the wider aspects of women'’s health. This pattern of resource
alivcation impedes the government as it seeks to provide the greatest level of
~ benefit for the broadest community, and specifically for the poorest
populations. Without determined change in policies, there is a danger that

these patterns of low-return public expenditures will be reinforced rather than
ameliorated. - -
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Persistent disparities in provision, access and impact of public
wervices can be seen when comparing poorer states to wealthier states.
.0 urban areas, workers in agriculture and the unorganized sector o -
-m; .1 the tormal sector, and individuals with few resources to those with
—ore. These persistent inequities ar2 less related to availability of outlets for,
public services than for Tailure to fund them adequately to provide the . .
,wnne' and supplies necessary to deliver health care. ¥

- ( 3

(-1" 3

pe

- 6 Longer- term reform should be guided by the principle that pubhc
+snds should flow increasingly into the areas presently most neglected by the
nealth expenditures -- rural areas, community health services, and women's
wealth care. Private funds should be directed, through cost recovery, into the
ireas of high private returns.

B. Tne Environment for Longer-Term Restructuring for Equity '

~1 It is difficult to translate intense fiscal stress into longer-term

structural adaptation. The 1992/93 budget indicates preoccupation with the

sresent and the near future. The time frame and political viability of reforms

imk with the states’ different socioeconomic achievements. Action at e

center is sensitive because it has some leverage and is needed to direct long-

ermi reform  for sustamable health care, aimed preferenuallv at the poor o ] :

. S. ' Recommendations for general restructun'ng must acknowledge the
differeices among states. The state budgets are very differently constituted.
and revenues and priorities vary greatly from state to state. The states are
therefore poised for different policy steps. Thus the time frame fo. reforms
and political viability are closelv related and make-action at the center
sensiive.- - s ™ ' o=
7.9 Restructuring to enhance equity, as supported by this report,
miust also take into consideration that the constitution and center-state
finances are finely balanced. It is not reasonable to consider health care - - -
finance as grounds for general restructuring. It is, however, feasible to fmd
some room for positive change within the health sector. :

7.10 The aim of these recommendations i< to set directions for lorig-
term reform to achieve equitable, sustainable pubiic health programs,
directed preferentially at the poor to redress the existing inequities, and at
community “ealth to achieve the greatest externalities from investment.




. Basic Policy Aims and Recommendations -

-1 There 1s wide agreement over policy aims:

(a) Target public money to basic health care provision. inciudipg _
" control of communicable diseases, that will disproportonately

benefit disadvantaged populations:

(b)  Enhance the quaJigy of hospital care; . -

£

(c)  Capture wider resources, through cost recovery, internalizing
benefits for particular institutions: and

(d)  Improve returns to private spending by benign regulation and 7
selective encouragement of the private sector. ‘
712 Several of these issues are of immediate concern and have been
discussed above. This section is divided into two categories of action.

leading practical actions and center-state budget recommendations.

D. Leading Practical Actions

Make Primary Health, Including Communicable Disease Programs the -
Heart of the MoHFW Budget - " ' '

713 The present health center and state budgets combine public -
expenditure of widely differing social benefits. The mix of education,
pnmary, and hospital care disguises real cuts in specific programs within the
overall budget, and blurs priorities ir-reallocation to segure efficiencies. - '

7.14 A’I'herefore, medical education, research, andrhospitals should be

accounted under new, separate directorates’ budgets, as the family welfare

tudget is.. This separation would highlight top priority public expenditure for

primary health provision, including: the Community Health Centers, the

Public Health Centers and communicable disease programs. These :
.expenditures should reinforce each other, with large benefits that reach

bevond the individuals receiving care. - ’

Index‘ ndent Hospitals: Improved Quality and Rgg"l;ircg Enhancement

7,15 - Lesser priority for public expenditures shouid be given to
hospitals. Increased cost recovery, moving back to at least the levels of the

1960s is justified. Cost recovery and greater administrative autonomy for
hospitals will allow state financial support to decline. :
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716 Hospitals might be grouped for quali:ty control under a Council
for Hospitals to administer grants -- no greater than constant in nominal
tern:s -- from center and state. Hospitals would acminister these granx's and
funds -raised through cost recovery independently. The cost recovery system
would have prices based on local conditions. and would, include provisions to
-protect the poor. Evgntually government subsidies would be targeted
specifically to needy patiesits. T

>

7.17 In addition to the grant from the council, newly independent
hospitals might be assisted by a package that wowld incluce: _possible
provision for critical items if needed to raise service to a basic acceptable
level: management staff and/or training; (c) maintenance statf and/or

training: o

718 Studies using examples of success already operating in India
would determine appropriate management and regulation, and ways 1o protect
access for the poor, while charging the non-poor. These should be carried
out under the supervision of the MoHFW. -

Medical Education: Fees, Quality and Equity of Access

7719 - Medical education should pass to a Council for Medical

- Education. linked with higher education as well as health. Fees should be
charged for medical education, since high private rates of return prevail. and
there 1s no shortage of doctors in India. A suitable scholarship package
could be linked with reservation policy, and incentives to sérve in rural

- areas.  Merit scholarships could contribute to maintaining high quality
students. _ , : ; L :

7.20 «Money raised through charging of fees should remain in the
council’s budget to facilitate development of its cther functions. This should
enable central furiding to be in the form of a nominally constant grant, as
with hospital funding. '

Medical-Training‘ : Skills and Manpower Blends

7.21 .. The Council for Medical Education would also: (a) revamp
medical education; (b) study manpower norms and evaluate incentives: (c)
€ncourage suitable nurse and paramedical training; (d) establish in-service
training; (d) coordinate medical research orienting it towards indigenous
communicable diseases; and (e) regulate private medical colleges,
“<Ncouraging innovation whilst protecting minimum standards.

i
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~ Wider manpower issues would also fall under the aegis ot the

';\;mmi of Medical Education. It is important to ensure that human

reSOUF &S 1ssues-do not focus exclusively dpon doctors. Interventions are

qeeded to establish suitable Scales and qualities of training for nurses and
cs follawing evaluation of the staffing patterns in the sector. The

,pmmedi . : ; e
_ouncil should have technical support to supervise studies to address policies

_n this area.

- "

>

g. Center-State Budget Recommendations

The Rank of Primary Health Expenditures in th ial Sectors Shouid
he Enhanced : .

7.3 There has been a trend toward underfinancing of primary health
care. including communicable disease control and other interventions that
orovide benefits not only to the individual but also to the larger community.
This trend should be reversed, after disaggregation of the budget. o

7.4 In the 1970s. the system was funded at a much higher level.
Since then, spending per capita has risen because of expansion of the system.
but is has fallen on a facility basis by 5 percent in real-terms since. 1986.

His drop has been magnified for non-salary inputs as salaries have increased
iner share of expenditures. The central share of overall expenditures is also
reduced. There is a strong case for elevating present spending to past levels.

IR VRV

Poticy Over Centrally-Sponsored Programs

7.25. " The potential leverage of centrally-sponsored programs to

" mplement national policy is being under-exploited. Disbursemerit-of center
pnmary health expenditures should: (a) eliminate arrears in family welfare’s
aczount with the states; (b) consider contributions by the center for payment
07 some recurrent costs in communicable disease control and primary health
care, to ensure that the existing programs operate efficiently; and (c) modify
the criteria by which the center transfers funds to states to better target
poverty and specific diseases. - T e

Inc he Center’s Role. but with "exibility and Efficiency

7.26 Transfers of project-designated money, or even commodities
(such as sprays) from center to state should be replaced by transfers of funds,
on a menu driven basis, for areas of primary health care and communicable
disease control. State governments could work from local needs and
priorities: this would ensure accurate earmarking of money for the purpose

R S e B e
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tended in primary health care and disease programs, whilst allowing more
~exibility 1n response to regional diversity.

E{Center’g Regulatory Role. :

7.7 "*7ith such a large shars of care being provided by the private
«ector, the state’s regulatory role should be upgraded. Quality- control over
drugs and delivery of private care services deserve scrutiny. The poor need
more protection as patients.

Positive Approaches to 'Enhancing Primary Health Care

T.28 At district. block, and village decision making levels, erforts
shouid be made to empower health officrals by having them participate more
“.1ly in the planning process to integrate health with other sectors. This '
change would facilitate targeting and developmient of priorities based on
viilage and block tribal composition, degrees of aridity and type of local
economy. Enhanced supervision and positive management are integral to
this. to generate new information flows. For example, in the face of such a
large press of water-borne diseases in India, and recognizing that
development of new water supply systems is housed in other ministries. the
primary health program has a key role to play m momtonng and rmprowng

the safety of dnn}ung water in-villages.

Enhanced Supervision and Management of Primary Health Activities

7.29 " Interventions to produce the correct blend of human resources for
the health sector must be initegrated with other aspects of resource alfocation
in the sector. Manpower must be suitably deployed. Village, small scale.
primary and huge, urban hospitals are all rendered inefficient by incorrect
staffing or by mappropnate combinations of staif wnh other resources.

7.30 Such structures need to be reflected in the budgetmg procedures.
Thus the correct combinations of staff with appropriate specialties is part of
the wider packaging of the overall blend of inputs to' medical care. Budgets
need to be rationalized to support provision of physical infrastructure (power,
water, buildings), maintenance, transport, drugs and other medical inputs to
ensure that resources arrive at health serv:ce delivery points in a package that
facilitates effectwe pfOVlSlOﬂ of care.
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-3 The process of rationalization is itself a lever that can at once
frec < XISUNE TESOUTCES and -- by showing greate: réturns to expenditures -- )
canl become a tool to justify greater resource allocation to health in its

] (,mpeuuon,wnth other sectors also or high pnontv within' the government's

.werall planning. R

VIII. BANK STRATEGY IN FUTURE INDIAN

HEAL ECTOR DIN

A. Equity and Assistance at a Time Of Adjustment

K1 This first health sector finance study enables the WB to take
«ock of 1ts pattern and scale of assistance to the sector. It also facilitates the
GOI's considerations of the nature and scale of external assistance that it
might consider appropnate to the health sector.

8.2 The concern is to assist the government in reinforcing and
promoting appropriate health financing and delivery approaches. The
emphasis is to ensure sustainability -- administrative- and fiscal -- to-enable an -
efficient and effective system to emerge from the process of adjustment.

This could mean a rethinking of choices and some difficult decisions on the
part of both the WB and the GOI. This document and these suggestions to
shape future directions of a Bank program of assistance are a first step iii the
discussion process. The outcome should be a joint program to enhance
health delivery. throughout India, and particularly to the poor and deprived
This will of course also be a perspective that might be of use to other
donors, and of relevance to other social sectors in India.

s

8.3 Future Bank involvement in the health sector-will, in the short
term, rightly be influenced by the pressing demand to alleviate the impact of
adjustment in this area of the social services. In the medium to longer term,
the concern will be to enhance equity and efficiency of a sustainable delivery
of primary health care defined to include the communicable disease
prevention programs at primary level. An impor .nt facet of this is to ensure
sustainable and effective hospital care that does not -- for administrative and .
historical reasons -- detract from a minimum primary health care budget. ‘




g 4 : * The operational significance of the study’s conclusions for the
rgture program suggests actions that:

- (a)  assist the GOI by financing reforms and strategies that allow the
_ government to fulfil its policy defined role of controlling
communicable dlseascs =

s s i

() provide puuhc sector pnmarv care and protection for the poor:
while

{c)  at the same time, ensuring q'ualitv of hospital services and

medical education, in parn through regulauon of the pmale sector
health services.

S The suggestion 1s as a result of_the'r‘oregoing analysis that the
Bank will therefore assist the GOI in a spectrum of actions to:
(a)  reinforce and expand present GOI activities where they fall
squarely within policy goals; and

(b)  buttress the government's efforts at long-term reform that refine
health provision and disease prevention programs, more
effectively to meet the aim-of provision for the poor. In the
short-term, this aim includes protection of- the vulnerable from
potentially adverse effects of adjustment.

B. Expanded and. Refined Assistance to the Spectx;um of Ongoing
Projects |
8.6 As_highest priority, to facilitate the Bank’s involvement in
pnmary health care, support could be delivered though the followmg means
and project areas.

Maternal and Child Health Activities

8.7 - Matemnal and child health actwmes are an expressed priority of
the govemment This report’s analysis does not cause this to be questioned
in principle. The Bank should continue its support

8. 8 Immumzauon programs and some support to PHCs, SubCs and
CHCs exists within these MCH activities. They should, in the near future,

be expanded to facilitate specific strengthening of the primary level delivery
System. This should be with specml consideration of improvements to
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ckaging of resources at SC and PHC level and in the enhanced
amimistration of PHC dependent programs.

. Also 1important 1s more effective and pracmal coordination with
oher programs. In p.tmcular facets of MCH acuvities such as nut=tionai
covision targeted to lactating mothers would zain from -- and yield --
oxernalities if better coordinated with other, wider nutnuon programs

%10 There 1s 3150 sccpe-under MCH programs for direction of
ntonalization and upgrading of manpower resources within the-health care
Jelivery system. Higher pnority for these items -- for example, attention to
‘he widespread and rerious problems associated with the utilization of ANMs
- would be appropriate. '

population Projects

811 - The series of population projects has important relationships to
health not operationally exploitec at state or district level. The health
:mplications of child spacing and safe mctherhood practices could be tied
more specially with other programs, especially under the threat of AIDS.

5.12 The delivery system of birth control materials-is being
sirengthened -- with positive implications. for PHCs and SubCs. But this
effort at-improvements must be integrated with overall improvements to
PHCs and SubCs, with care being taken to avoid development of a paralle!
system of distribution.

8.13 Overall, the population projects’ interaction with the PHC
infrastructure should be consciously exploited to improve PHC operation, and
to blend appropriate resources available and supportable at village level.

This might involve redressing the crowding effect of family planning
programs upon other acuvities in order that the family planning activities
operate as and are. percexved as a true complement to other health related
acuvities.

-Nutrition Proiecté

8.14 Refined targeting ‘and coordination remain a high priority.
Targets are likely to shift fast under the impact of adjustment. As patterns
evolve, information and targeting information are of wide relevance to other
primary level health activities.
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318 Nutrition-related activities ought to be the element of Bank

assistance that is most finely targeted towards indices of poverty and )
deprivauon. It is again, by definition, related to raising standard among: e -

poorest. The prime role of nutrition in poverty alleviation suggests ver: . )
sazicular relatipnship with primary health care that is as yet only nasce-

* =

Ed i = $ t o )

8.16 Also of particular importance in terms of externalities is
provision of education, and especially female education.

Rural Water Suppli

8.17 Here the call for inter-sectoral coordination is very strong.
Many public health and primary health care concerns are water-relatec.
These span narrow logistical, but critical, issues like fresh water provisic
PHCs. to curbing seasonal water and sewage borne diseases that overw:s =

PHC services.

RN

8.18 - Yet rural water siiffers erratic and recently declining cenra
support. Furthermore, there is little fiscal support for sewage and sanizion.
The question becomes: Given the potential for inter-sectoral lmkages anc _ ) L
_externalities, 1s so little support appropriate?. As an ‘element of progrz : - e
development, the government and the Bank should look at approache\ N Ve ; -

saritation problem.

AIDS .

8.19 In recent support to the government’s AIDS program. -the Banx is _
responding to a major shock to the health system. In its aggravating impact 5 i
upon morbidity of other diseases, and its potennal drain upon the finances
and resources available for the treatment of other diseases, AIDS is unique.

It could rob, in the not too distant future, resources pow deployed to allevi.e
morbidity from a 'wide range of diseases.

8.20 - - Bank support for the prevention and monitoring of AIDS will
therefore remain of major importance. AIDS support should, with the
proviso that monitoring can demonstrate effectiveness, be strengthiened and
-expanded. The focus should remain (unle§§ indicators show this to be
inappropriate), on prevention within tarceied vulnerable groups. Real future
savmgs through the prevenuve strategy must be demonstrated.
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g2l Assessment of the Bank’s contribution to AIDS preventon should
Lways be in the light of the huge potential that AIDS treatment has 10 eat up
msouf“s from primary care to hospitals. Its propensity to do this has -
* been demonstrated in the 1992/23 health budget. raising

 alread¥
; :lmslderauons of sustainability and additionality noted in new Bank 'ninatives

= pelow. 7

g2 " Coordination of expenditures related to AIDS with other
programs is appropriate where they have tight focus upon the some target

groups.
C. New Initiatives in the Bank Program

Approache roaches to Primary Health Care and Disease Control

§23 There are two approaches to this high priority issue: (a) the
.omprehenswe integrated one-project strategy and (b) the communicable

disease specific approach.

The Comprehensive Integrated Approach

®.24 One possmle approach 1o Bank- a551stance would be to address
" vertical communicable disease programs and other primary health care '
wrvices in one coordinated project, probably along the lines of a sector
investment loan. This one-project, oné-budget approach could: ensure
additionality, avoid duplication, protect investments through maintenance
programs, benefit from relationships in the delivery system, and improve
blending of resources. Technical support within the MoHFW is essenual,
with health economists and analysts to establish relative benefits of various
spending packages. This approach could be plloted in a single state.
However, a form of it might also be effective for working with the center.

Priorities Under a Discrete but Programmed Approach

825" - Another possible approach would be to treat specific diseases
- within a carefully programmed strategy, care being taken that resources do *
not shift the budget away from stated priorities. In addition, in this
approach, projects could also contain sectoral or institutional development
components. This approach, too, might be applied at either the center.or
state level.

8.26 Within the disease specific approach - a number of high priorities
would emerge: :




(b)

(d)
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Malaria would be a very high priority (as is indeed expressed’in
policy, though not financial, terms by government). Itis
important to reestablish confidence and efficiency in the malaria
program at state level,” following the cuts. “This"program might |
target also filaria, kala-azar, encephalitis, where the regional
environments demand such integration. Since this tends to be n
the poor states, there would be high externalities, and these
should be deliberately sought. Malaria programs should have a
major equity enhancing effect. Research and monitoring should
make policy clearer. Detailed aims of the program would vary

on a regional basis. ~

Tuberculosis must also be given priority. This 1s not least
because of its close relations and association with AIDS. TB
features increasing incidence amongst the urban poor. As a
major health care cost to the urban poor it is likely to increase.
Reduction of TB incidence has a major poverty alleviation = -
element. Urban slums are a high priority target. In so targeting,
the supporting project must be structured to integrate with other
projects aiming at this same target population, and to ensure - - -
externalities are acknowledged. Health education could be.an
important element in TB, overlapping designedly into AIDS
programs.

.

Leprosy will remain very important for at least another decade

_ Eradication is the aim. Assistance should establish a critical

resource package aggregated to national level and target and
timetable a full eradication program. This would focus on most
critical regions as highest pn'ority.‘ Reducing:the number of
cases to below 200,000 by 2000 is feasible. If aid is
contemplated, there is little economic point in mounting a less
than realistic package for total eradication. Leprosy assistance
should also feature rehabilitation, at low cost, of cured target
groups, an important income generating element. Cheap
allopathic surgery an. other operations to suppress lesions have
quick returns. One of the. major benefits pursued under this
strategy is medium term liberation of resources for other disease
control programs. o = oA

Blindness programs could have an exceptionally high return.
However, these programs should lend themselves to a major
collaboration with the private and voluntary sector. They would
aim at long term improvement of ophthalmic services, as well as
reducing the astronomical backlog of untreated cataracts.

i
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would be a separate project under-this disease-specific pattern of assistance. -
within a first phase, essentially of consolidation, the priorities would be to

ensure: . . .

(a) Qggmumgm_gngm through packaging"‘and blending, rationally .
“==and flexibly, the related actions needed to deliver health care at a *

'village level. This should be within & minimum, flexible menu
of health care that can be defined at district PHC-and sub-center

level.

=g

This quality improvement program would include the

fundamentals for administration, communicat.ion'._r resource inputs i
and delivery within each disease control program. This must be
ensured within the wider program, at national and state level. but -
also within the package of resources needed at the delivery

points, and on interaction-with the patient, within the drug and

medial provision blend. Packaging also applies to-human
_resources -- and so is coordinated with training -- and supporting
logistics, and so.to simple but essential support (jeeps, in .

association with fuel and drivers). Efforts must be made to

~ensure that such packaging, once proven efficient, is fully mm
protected fromv fiscal stresses that would reduce effecmcness and - Buegm, o
efficiency by altering the blend of resources. : )

. The aim would be to provide a service that stopé patient passing
" of PHCs and other levels of rural and primary level facility.

i ' Priorites could be developed to determine which PHCs and _ L
~ 7" SubCs to help first using remoteness and the accessibility of -
health facilities as criteria.

(b) Qutcome monitoring and appropriate data. Refined targcts are
" needed that are effective in enhancing productivity and quality of

service provision. This needs to be achieved without producing
the unreasonable subservience to simple empirical targets that has
characterized family planning efforts, to their great detriment.

- These targets, by'focﬁs;sfng more on evolving health outcomes of
patient system contacts, can become a subtle indicator of quality.

e}
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: 5.28 Villagers respond quickly=to perceived quality of hvulth‘cafe.

coved local public primary -services will be utilized once qualjy ang
lm:ﬁdcnu: are restored. In this, ensuring 2 basic minimum Qualyy of B
co _

candards will enhance equity. The inipact upoh reducing Persona| health , s

c expcnd"u’é‘s and lost wages ought to quickly become significan; :

g29 = -Asa second phase, the priority would become:
() Widening of primary health care services geograph, ally.
Extending social outreach to the most deprived arc.., would be
important. These could be established by interpretay,,,, of data

to give health status rankings.

Data upon which to base %hi‘s—outreach are increasng.uy‘ available,
and highlight the inferior and more expensive curay and
preventive services available to the more remote "ihal and other
scheduled populations

(b) Widening the menu of PHC services. Asa secondy y priority,
once PHCs operate more effectively, extended ith'-'umcnt, )
together with training, can facilitate making available , wider
ranges of services. i L ' - '

X

_.\S-Sistangg' to Hospitals: A Catalﬂ. ic'Role for the Bank

8.30 Hospitals are today unnecessarily and uneconomicyl|y overloaded
through inefficient and unnecessary referrals, which aggravate i}
insufficient and ill-structured budgets and a strongly- circumscriing
cost recovery. A SO D '

mpact of -
ability for

831 - Yet the transformation of the hospital services into level of
- health. care that can providc an effective service, to, the poor as we] as
groups with more ability to pay for private sector service, is an Important
element of integrated health care system.

8.32 - The policy thrust through the report is enhanced healih, care
available to all on an equitable basis. Primary health care is the firg
priority. Isolation of hospitals from the primary health care budyet by
placing it under another directorate is one means of protecting |

icly-
funded primary health provision from escalating hospital costs. ¥
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533 This isolation of the hospital budget would be characterized by
ac 'ne»emem of regulated but genuine independence of hospitals. Their
uccess would be an integral companent of the restructuring of the overadl -

: djm system aiming-at enhanced primary health provision. An effective.
nerlocking and efficient hospital system is imperative and important to the
nation in"balanced provision of health care. One example_might be the Safe
Motherhood Initiative, the success of which clearly dcpends on xmproved x
" hospital services. ’

AS.34 Assistance in this area would also be a priority from the Bank's
. perspective. -

%35 The combination of independent hospitals with the public primary

health care system should be seen as another manifestation and scale of - )
viending. The aim, at hospitals, would again be to provide an effective and -

cost efficient service, and to protect the equity of access of the poor to this ]
service.

.36 This independence of hospitals is advocated as the best means of
protecting the primary health care system budget from resource demands and
spiralling fiscal impact of the demands of hospital care. Despite laudable

~ government claims about priorities, the effective doctors’-lobby has the
potential of damaging or even swallowing primary health care resources.

This fuels the tendency to allot present public current expenditures to
hospitals to raise a return from sunk costs.

8.37 The independence of hospitals is alsc a .neans of financing
hospijals effectively, while managing-them more efficiently.  The

* independerice of hospitals to raise (and keep) resources through cost recovery
of measured, policy prescribed dimensionsy itself contributes to equity and
frees money to enhance the minimum standard-of primary health care. Non- : ’ -
functioning public hospitals, crippled by overload through inefficient referrals
and rigidly structured inadequate budgets provide little service to the poor
and use resources of high opportunity cost to very low return¥ ’

Y In scine cases, misallocated budgeting of insufficient funds resuits in hospitals beEom.ing utterly incffective to the -
point of collapse. Even while functioning to provide poor quality care. transaction costs that have to be met by patients’
privac funds mean that access is difficult for the poor. And the scerce resources for-heshth deliveny encoursgs

cxploitation of privilege. Without transformation of management. under present budgetary constraints. the problem is
likely“1o0 become worse, not better. =
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P §.38 The provision of a publichospital service, available to the poor, .
1 , s"dependem upon the transformation of public hospitals’ status. Hospials. *
must leave behind their present Inappropriately, ineffectively funded and
 dependent status.  Cost recovery has a major role to play -- within a
spectrum of prices developed to ensure protection for the poor. R _
839~ The Bank could promote a package of assistance for hospitals.
perhaps other donors could take this as a higher priority in view of its
complementarity with primary health care and high visibility. A package to
establish the hospital transformation might include: '

(a)  Finance and assistance to the new over-arching acministration for
independent hospitals. -Administrative arrangements within the
DOH must be made for a body of overall authority that disburses -
the grants for and monitors quality in independently managed
hospitals. ~Assistance would be for institution building and
operations research. - Staffing and training would be important.

A management informatiqn system, monitoring evaluation and_
health outcomes linked to the health economic unit in the
DHMW could be important.

e

Regulation of service: provision in hospitals, including a range of
suggested norms-to ensure access of the poor, and for some
stacked level of charges (and including free treatment) would
emanate from this body. Implementation would be through the

3 .

state governments.

_Its regulatory role would encompass standards in the private T
~ sector too, for registered -and unregistered ‘doctors, and through '
links to the existing homeopathic councils, to the Indian System
*of Medicine. :

(b) Re nng of medi n. A health manpower project
_ Should be initiated to assist the Medical Education Council, with
appropriate links to the Kealth Departments at center and state,

-but also to the Ministry of Higher Education, the University
Grants Commission, and for.technician level manpower, the All
-Indian Council for Technical Education.

~_The Medical Education_Council wsiid be an independent body
- standing in its owr right, like the University Grants Commission
or.the All India Council for Technical Education.
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The package to restructurc- medical education would include: (a)
emphasis upon in-service and on the job training and upgrading
of already trained medlcal staff (of all levels); (b) revisions of
curriculum for MD training to ensute appropriate social Tontent
“and rural and primary care emphasis; (c) increased outturn or
nurses and paramedical staff bf appropriate specialty.

" Cost. recovery would bevir‘nponant. to givc- the Council some
‘independence of policy through self generated flexible resources.

Cost recovery would be associated with scholarships packages.
and incentives (for example, such as those which off set
scholarships against preparedness to work in rural areas.
necessarily interwoven with reservations policy.

Equity of access and quality of leaming and training would be
the hall marks of the council.

Medical management of all levels of facility and of logistics
streams would be ;tressed.' with enhanced resource awareness.

Paramedical training, and that of specialties such as ANMs
would be revamped together with new job descriptions ensuring
national standards. but allowing for local flexibility.

A hng.iLal specific series of programmed packages. These would

be administered through the states and available on a phased
basis and according to local conditions of technical and political
readiness to assist in the independent management of hospitals.

These would need assistance for: (i) institution building; (i)
particularly personnel management, motivation and positive
management siyles, with development of incentives that reflect

- real quality of care delivery. Training would be linked to

incentives and used as past of he active functioning of the

- hospital; (iii) financial management with stress upon cost
- recovery evaluation and mechanisms; (iv) appropriate

maintenance functions and strategies for equipment and buildings.
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‘ mﬂm@n between DoH and DoEW

¢ 40 The two departments within the MOHFW must improve —
;{,ordination of their activities. Both have stakes ir the successful operation
of the PHG system, but they are currently competitors for resources within
that program. lp areas such as maternal and child health and communicable
disease-control,” greater coordination of efforts and budgets would increase
the effectiveness of the programs. The Bank encourages and will support
imuatives that tap the benefits these two departments can produce for each
other. :

D. A Partnership to Enhance Equity and Quality of Health Care

x4 The GOI has achieved considerable progress in health provision
‘or the 860 million people 1t governs. Although the practicalities of health
nrrovision have fallen short of the constitutional aims, the health status of the
Indian population is much improved from that of 40 years ago.

8.42 - To continue to make improvements in health provision GOI has
‘o set out difficult priorities. target with increasing refinement, secure more’
cfficient practices and operations, seek greater assistance from externalities
hat derive from investments in other sectors, and cou

-ommunicable disease programs closely to the effort to eradicate poverty. In
s the Bank and the GOI perceive closely similar directions for heajth care
provision.  In precipitating action to set such trends adjustment s an
opportunity not to be missed. )

. ple health provision and -

-

g



