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ere has been a highly contested
I debate on how India should move
towards providing universal health
coverage —via insurance or through the
public healthcare system. The present gov-
ernmentiskeento continue with the health
insurance model. The National Health Poli-
¢y 2017 reiterated the need torelyon health
insurance programmes in the short-run
till the public system is strengthened. The
Centre recently announced the launch of
the National Health Protection Scheme
(NHPS), supposedly the world’s largest
health insurance programme, providing
500 million people with an insurance cov-
erageuptoRs5 lakh per family per annum.
Globally, about 100 million people are
driveninto povertyeveryyearduetohealth-
care expenditure. The two common ways
to address this is a public health system,
similar to the National Health Service
(NHS) system in Britain, or through an in-
surance-based system, similar to the Social
HealthInsurance Systemin Germany. Most
low-income and middle-income countries
are adopting hybrid models, that is, a com-
bination of public system and health insur-
ance. Should developing countrieslike India
use the health insurance model?
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Designing NHPS: lessons from the past

On the one hand, health insurance pro-
grammes increase access to healthcare,
utilisation, protection from catastrophic
expenditure, but on the other, they drive
unnecessary use of expensive healthcare,
increase inequity and lead to corruption
andinefficiency.

InIndia, every year, catastrophic health-
care expenditure pushes more than 40
million people into poverty. To address this
problem, over the last decade, the central
and various state governments initiated
morethanl5healthinsurance programmes
that cover some three million people below
thepovertyline.In 2014-15, the government
spentRs2,500 croreonthese programmes.
What lessons can we draw from over a dec-
ade of experience in designing and manag-
ing healthinsurance programmes?

First, most of the schemes are funded
by general taxes. Once instituted, these
programmesaredifficulttowithdraw, how-
ever inefficient and costly they prove to be,
imposing significant financialliability on the
state. Therefore, in NHPS, commitments
from the State need to bie well thought-out.
Populistapproach mustbe avoided. Theex-
isting schemes cover more or less the same
population groups, but differ regarding
coverage of disease, rates paid to hospitals
and purchasing agency even in the same

geography. This creates inconsistency and
overlap that could be reduced by merging
these schemes into a single pool at the dis-
trict level, with a single purchasing agency
and uniform rates. This would be an impor-
tant milestoneinmoving from scheme-level
mentality to sector-level thinking.

Second, most of the schemes target
low-income families using Below Poverty
Line (BPL) lists. However, BPL lists were
preparedlong ago,and studies suggest that
theyarefull oferrors. Estimatessuggest that
around150 million familieswhoareactually
below the poverty line are not listed on BPL
lists. On the other hand, about half of those

onthelistarenotbelow the povertyline. Itis
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the relatively well-off, educated and politi-
cally connected that have higher chance of
getting enrolled in these schemes. Soci
disadvantaged groupsand poorly developed
areasare leftout by theenrolmentagencies.
Therefore, there is a need to improve tar-
getingandstatescan learn from the success
of Himachal Pradesh in enrolling 100% of
the families in many villages and towns by
frequentlyrevising the BPL list.

Third, all schemes only cover hospi-
tal-based care, but ambulatory care ac-
counts for more than 50% of expenses that
people pay out of the pocket. As only hospi-
talisation is covered, there is limited focus
onfollow-up careforchronic diseases which
now constitute a larger share of disease
burden even among low-income groups.
At present, the care provided under these
schemes is curative, episodic and institu-
tional rather than preventive, continuous
and integrated care, critical for healthcare
deliveryto be efficient and effective.

* Fourth, the objective of these schemes
wastoreduce healthcare expenditure. Gen-
erally, most schemes cover expenditures
such as drugs, food and travel along with
hospitalisation. Contrary to expectations,
many studies reported no reduction in out-
of-pockethealthcare expenditureand afew
evensuggestthatithasincreasedamongthe

wofis Designing NHPS: lessons from the past

enrolled population. One possible reason
for the increase could be the higher utilisa-

ally  tion of healthcare services and related inci-

dental expenses. But a closer examination
of the design and implementation process
of these programmes suggests reasons for
in-efficiency and wastage.

Quality neglected
Mostoftheschemesaredesignedtocontain
cost but ignore the quality. While award-
ing contracts or payment to agencies, only
cost is taken into account, not quality, This
has resulted in cost competition that has
negatively impacted quality and incentiv-
ised fraudulent behaviour in the absence of
robust monitoring. Insurance companies,
hospitals and other partner agencies tend
toengagein fraudulentbehaviourand shed
qualitytosustain businessand make profits.
InRashtriya Swasthya Bima Yojana, the
premium pricethattheinsurance company
getsto provide health insurance toa family
has gone down toaslow as Rs 200 per fam-
ily peryear. Outofthis, Rs80 goestotheen-
rolment of the beneficiary. The insurance
company is left with only Rs 120 to provide
healthinsurance coverage of Rs 30,000 for
a family of five. Consequently, insurance
companies try to reduce all those activities
that could increase their cost. To control

cost, theyhirelow-costagenciesand decline
to pay hospitals for frivolous reasons.
Hospitals paid by fixed package rates cut
costs by selecting the cheapest treatment
plan, using low-quality resources and dis-
charging patients prematurely. Given the
challenge of monitoring, hospitals engage
infraudulent behaviours-charging patients
for services covered under insurance, pro-
viding unnecessary treatments, claiming
packages that provide more revenue and
claiming for services not provided. The hys-
terectomy scandalin Bihar, which shook the
nationin 2013, wasonlythe tipoftheiceberg.
Healthcare is very different from oth-
er services as patients do not know what
service they need and are unable to judge
quality. Insurance companies also lack in-
formation about the treatment provided
by hospitals. Hospitals and insurance com-
panies tend to exploit information advan-
tages they each have. The complexity of
healthinsurance demands a very high level
of capability to design and manage it. The
governmentneedstodevelop this capability
andactproactively. Otherwise profit-driven
companiesand hospitalstend totakeadvan-
tage of the complexity.
(Thewriter is Chatrperson, Healthcare Man-
agement Programme, TA Pai Management
Institute)
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