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HEALTH ECONOMICS

Learning Objectives

Cl To understand the importance of health sector in economic development
C2 To evaluate the components of demand and supply of health care

C3 To Understand the importance of Health Indicators.

C4 To evaluate the components of Demand of Healthcare.

C5 To examine the review the existing Health Infrastructure.
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Year(DALY)-Sex RatioQuality Adjusted Life Year (QALY)-Amartya Sen’s Capability
Approach.
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Demand for Health Care Services — Preference for Health Care using Indifference Curves
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for Medical Care.
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Health Insurance-Types of Insurance Policies in India- Medical Ethics - Medical
Tourism.
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UNIT - |
INTRODUCTION TO HEALTH ECONOMICS
Health and Economic Development-Determinants of Health- Health Indicators — Birth
Rate — Fertility — Morbidity — Mortality — IMR— CMR — MMR — Disability Adjusted Life
Year(DALY)-Sex RatioQuality Adjusted Life Year (QALY)-Amartya Sen’s Capability
Approach.

Health Economics is a branch of economicsconcerned with issues related
toefficiency, effectiveness, value and behavior in the production and consumption
ofhealthandhealthcare.

Studying of health care matters is highly interesting not only to sociologists and
economists, who consider health as an important factor for socio-economic development
but also to medical people, who involved in medical care for controlling both
communicable and non-communicable diseases, government authorities, policy makers
and institutions such as NGOs, which are working for the betterment of the whole society.
Health care has created a good nexus between the society and the academia and is an
interdisciplinary subject and an integral part of various other subjects such as,
Economics,Sociology and Medicine.

Basic Concepts

Health Care

Health is the diagnosis, treatment and prevention of disease, illness, injury and
other physical and mental impairments in human beings. Health care is delivered by
practitioners in allied health, dentistry, midwifery-obstetrics, medicine, nursing,
optometry, pharmacy, psychology and other care providers. It refers to the work done in
providing primary care, secondary care and tertiary care as well as in public health

(Wikipedia, 2014).



Health care refers the act of taking preventative or necessary medical procedures
to improve a person’s well-being. This may be done with surgery, the administering of
medicine or other alterations in a person’s life style. These services are typically offered
through a health care system made up of hospitals and physicians (Business Dictionary,
2014).

Health care refers to the prevention, treatment and management of illness and the
preservation of mental and physical well-being through the services offered by the
medical and allied health professions (Medical Dictionary, 2007).

Medical Care

Medical care is a narrow term consists of only services related to the production of
health or restoration of a part of health that is lost in illness. It is only a collection of
goods and services provided by professionals such as doctors and nurses through an array
of organisations such as clinics and nursing homes (Jacobs, 1997).

Definition and Dimensions of Health

Health is considered as a fundamental human right indispensable for the existence
of human beings. The right to health is the basic necessity to enjoy other human rights.

The preamble of the WHO Constitution defines, “Health is a state of complete
physical, mental and social well-being and not merely the absence of disease or infirmity.
The enjoyment of the highest attainable standard of health is one of the fundamental right
of every human being and that governments have a responsibility for the health of their
people, which can be fulfilled only through the provision of adequate health and social
measures’.

The right to health is recognised by numerous international and regional
institutions. It is recognised by the Universal Declaration of Human Rights 1948, the

International Covenant on Economic, Social and Cultural Rights 1966, the International



Convention on the Elimination of All Forms of Discrimination against Women 1979 and
the International Convention on the Rights of the Child 1989 and other regional human
rights instruments like European Social Charter 1961 and the African Charter of Human
Rights and People’s Rights 1985.

The Universal Declaration of Human Rights in Article 25(1) says “Everyone has
the right to a standard of living adequate for the health and well-being of himself and of
his family including food, clothing, housing, medical care and necessary social services”.

The ILO Convention, 1969, which adopted the article 25 (1) of the UDHR 1948,
says “Governments shall ensure that adequate health services are made available to the
people concerned or shall provide them with resources to allow them to design and
deliver such services under their own responsibility and control, so that they may enjoy
the highest attainable standard of physical and mental health”.

The Indian constitution in article 47 says, “The state shall regard the raising of the
level of nutrition and the standard of living of its people and the improvement of public
health as among its primary duties...”.

Meaning and Importance of Health Economics

In broad terms, health economists study the functioning of healthcare systems and
health-affecting behaviors such as smoking, diabetes, obesity etc.

Health economics is important in determining how to improve health outcomes
and lifestyle patterns through interactions between individuals, healthcare providers and
clinical settings. In other wordsit focuses on how the economic behavior of stakeholders
and recipients affects the quality and cost of medical care. It includes how people pay for
care, how those payments are processed, and how health systems around the world can be
restructured and improved.

Determinants of Health



The determinants of health include:the social and economic environment,the
physical environment, andthe person’'s individual characteristics and behaviours.Besides
these determinants of health,the following determinants are also influence the health
seeking individuals.

1. Income and social status.
2. Employment and working conditions.
3. Education and literacy.
4. Childhood experiences.
5. Physical environments.
6. Social supports and coping skills.
7. Healthy behaviours.
8. Access to health services.
Indicators of Health

Health Indicator isa variable, susceptible to direct measurement, which reflects the
state of health of persons in a community. Health indicators arequantifiable in character
of a population which researchers use as supporting evidence for describing the health of
a population.The health status of a population is a reflection of the socio-economic
development of the country.Health of a population is measured in terms of health indices,
such as, infant mortality rate, maternal mortality rate, nutritional standard, life expectancy
at birth, literacy rate, medical care facilities available, availability of basic amenities like
safe drinking water, sanitation and housing and other socio-economic and environmental
conditions required for making a good standard of health. The important indicators of
health are as follows.

Crude Birth Rate (CBR)



Crude birth rate indicates the number of live births occurring per 1000 population

in a given year (Economic Survey, 2013).

Crude Death Rate (CDR)

Crude death rate indicates the number of deaths per 1000 population occurring in
a given year (Economic Survey, 2013).

Life Expectancy at Birth(LEB)

Life expectancy at birth refers to the expected number of years a new born infant
could expect to live (HDR, 2013).

Maternal Mortality Rate (MMR)

Maternal mortality rate refers the number of women who die from pregnancy-
related causes while pregnant or within 42 days of pregnancy termination, per 100,000
live births (WDI, 2014).

Low-Birth Weight

Low-birth weight babiesare the percentage of newborns weighing less than 2.5
kilograms within the first hours of life (WDI, 2010).

Peri-Natal Death

Peri-natal death indicates the infant death in 7 days of their life (Sample
Registration Survey, 2011).

Neo-Natal Death

Neo-natal death refers to the infant death in 28 days of their life (Sample
Registration Survey, 2011).

Infant Mortality Rate (IMR)
Infant mortality rate is the number of infants dying before reaching the first

birthday, per 1000 live births in a given year (HDR, 2013).



Under-five Mortality Rate (USMR)

Under five mortality rate is the probability per 1,000 that a newborn baby will die
before reaching the age of five (WDI, 2010).

Child Mortality Rate(CMR)

The probability of children dying between the first and fifth birthday, per 1000
live births in a given year is called child mortality rate (Economic Survey, 2013).

Total Fertility Rate (TFR)

The average number of children expected to be born per woman during her entire
span of life is called total fertility rate (HDR, 2013).

Anaemia

The percentage of pregnant women whose hemoglobin level is less than 110
grams per liter at sea level is called anaemia (WDI, 2010).

Malnutrition

Child malnutrition is the percentage of children under age five whose weight for
age (underweight) or height for age (stunting) is more than two standard deviations below
the median for the international reference population ages 0-59 months. Height is
measured by recumbent length for children up to two years old and by stature while
standing for older children (WDI, 2010).

Disability-Adjusted Life Year (DALY)

Disability-Adjusted Life Year (DALY) is a measure used in public health to
assess the overall burden of disease. It combines both years of life lost due to premature
death (YLL) and years lived with disability (YLD). The goal of DALY is to provide a
single, comparable metric to understand how diseases and conditions impact populations.
Definition:

DALY = YLL (Years of Life Lost) + YLD (Years Lived with Disability)



1. Years of Life Lost (YLL):
This quantifies premature mortality by comparing the age at death with a standard life
expectancy.
YLL=Number of deathsxStandard life expectancy at age of death
2. Years Lived with Disability (YLD):
This reflects morbidity, or the time lived with an illness or disability, adjusted for
severity.
YLD=Number of casesxDisability weightxDuration of disease
Disability weight: A value between 0 (perfect health) and 1 (equivalent to death).
Purpose of DALY :
Measures the burden of disease.
Allows comparison of the impact of different diseases or injuries.
Helps prioritize public health interventions.
Used in Global Burden of Disease (GBD) studies by WHO, IHME, etc.
Example:
If a person dies at 40 but the standard life expectancy is 80, then:
YLL =80-40=40
If another person lives with a severe disability for 10 years, and the disability weight is
0.5:
YLD =10x%0.5=5, Then,
Total DALY =40 (YLL) +5 (YLD) = 45 DALY
Key Point:
One DALY equals one lost year of healthy life. The higher the DALYs for a

disease, the greater its burden on the population.



Quality Adjusted Life Year (QALY)
Quality Adjusted Life Year (QALY) is a measure used in health economics to assess the
value of medical interventions by combining both quantity and quality of life into a single
metric.
Definition:
A QALY is one year of life in perfect health.
If the health is less than perfect, the year is weighted by a quality factor (called a utility
value) between 0 (death) and 1 (perfect health).
Formula:
QALY = Length of life (in years) x Quality of life (utility value)
For example:
1 year in perfect health = 1 QALY
1 year with a chronic illness (say utility = 0.5) = 0.5 QALY
2 years with utility 0.7 = 1.4 QALY's
Purpose:
QALY helps in:
Comparing treatments (e.g., surgery vs. medication)
Allocating healthcare resources efficiently
Cost-effectiveness analysis: e.g., how many dollars it costs to gain one QALY
from a treatment
Example:
Suppose:
Drug A gives a patient 2 more years of life at utility 0.8
Then:
QALY gained =2 x 0.8 =1.6 QALYs
If Drug B gives 1 more year of perfect health, it gives 1 QALY.
So Drug A is more effective in terms of QALYSs, but may also cost more — a cost-per-
QALY analysis would be needed.
Limitations:
It assumes health states can be valued on a single numerical scale.
It may not fully capture individual experiences (e.g., pain, dignity).

Ethical concerns exist in using it to prioritize who receives care.



Amartya Sen’s Capability Approach:

Amartya Sen’s Capability Approach is a significant and influential framework in
development economics and welfare philosophy. It shifts the focus from traditional
measures of development like income or utility to what people are actually able to do and
be — their capabilities.
Key Concepts of the Capability Approach
Functionings
These are the various things a person may value doing or being.
Examples:
Being healthy
Being educated
Participating in community life
Having shelter or being well-nourished
Capabilities
These refer to the real freedoms or opportunities to achieve functionings.
In simple terms, capabilities = possibilities.
Example:
A person might be well-fed (functioning), but it’s more important that they had the
freedom to choose between eating or fasting (capability).
Freedom and Choice
Sen emphasizes freedom to choose among different lives. What matters is not just

achieving well-being, but having the freedom to achieve it.



Check your Progress:

Q.No Short Questions LOCF Mapping
1. Define Birth Rate, Fertility Rate, and Sex Ratio as health indicators. K1 CO1 | PO2
2. Explain IMR, CMR, and MMR, including how they reflect maternal and child K6 CO2 | PO5
3. What is Morbidity as a health indicator? Differentiate it from Mortality. K1 CO3 | PO1
4. Describe Disability Adjusted Life Year (DALY) and its role in measuring disease K2 CO4 | PO1
5. Outline the key features of Quality Adjusted Life Year (QALY) K5 CO2 | PO4
Q.No Essay Type Questions LOCF Mapping
1. Discuss the determinants of health in the context of economic development, with K1 CO4 pPO1
examples of how income and education influence health
2. Elaborate on Mortality Indicators (IMR, CMR, MMR) and their significance in K3 CO2 | PO3
public health policy, including trends in developing countries.
3. Compare and contrast DALY and QALY as composite health indicators, K5 CO5 | PO4
highlighting their applications in health economics.
4. Explain Amartya Sen’s Capability Approach and its relevance to assessing health K5 COl1 | PO4
beyond traditional indicators like IMR or MMR.
5. Analyse how health indicators like Birth Rate, Fertility, and Sex Ratio interplay K2 CO5 | PO2

with socio-economic factors in economic development

10




UNIT - 11 DEMAND FOR HEALTH CARE
Demand for Health Care Services — Preference for Health Care using Indifference Curves
— Budget Constraints — Income and Price Effects for Health Care—Elasticity of Demand
for Medical Care.

UTILITY AND HEALTH

Health economics is concerned with the efficient utilisation of health care inputs
and an evaluation of their impact on health of a society. In other words, health economics
is a specialised branch of economics. It focuses on the efficiency and effectiveness of
resource allocation in the provisioning of health services (Mukherjee in Pain and
Somanath, 2008).

Rational consumers make decisions rationally with the ultimate goal of
maximizing their lifetime utility, with a condition that no one can purchase more than
what his resources allow (Phelps, 2010). Just like other commodities, health goods also
produce utility and thereby improve our health but our health is affected by many factors.
However, in comparison with other goods ‘health’ is somewhat durable.

Health as a good that increases a person’s utility. It is both an intermediate
commodity that affects production and final commodity that generates utility. Thus,
health is an argument of both production function and utility function. Health itself
creates happiness (Phelps, 2010).

Michael Grossman has most prominently explored the idea of ‘health’ as an
economic good and showed how a rational economic person would have a demand curve
for medical services that ‘derived’ from the underlying demand for health itself.

Let start with the utility-maximizing frame work and the person’s utility function.
It is of the form given below.

Utility = U (X, H)

11



Where ‘X’ 1s the bundle of other goods and ‘H’ is the stock or level of health that
an individual owns. Taking different combinations of X and H, economists construct
indifference curve that illustrates ‘more is preferred to less’. For a given X, if H increases,
utility will increase and if H decreases, utility will fall. It is explained in the diagram
given below.

FIGURE
UTILITY AND HEALTH

Utility X=X,

0] Health

Income and Health Linkages

Income is considered as one of the indicators of economic status and standard of
living of the people. Human life is very interesting. Man scarifies all his health to earn
money then he scarifies all his money to earn health.

Interestingly,several economists advocated that there is a strong relationship
between health and income.Some of the observations are as follows:

There is strong relationship between health and national income- Jack and
Maureen in Spence and Maureen (Ed.) (2009).

There is direct or positive relationship between the level of health and the amount

spent on medical care. He believes that more the money spent on medical care, the more

12



will be the health status of a person- Henderson (2005).There is a strong positive
correlation between health and income. The study found that family’s long run average
income is a powerful determinant of children’s health status - Anne et al (2002).

There is a close interactive relationship between health and level of income. The
attainment of a higher income level affords an individual the access to better health -
Teresa (1982). The above discussion is very fruitful in identifying how health and income
are interrelated. Here we discuss the income effect on health by using the ‘Engel curve’.

Income Effect

Health care seems to be a normal good, so that people’s desire to use the good
increases as their income increases. Health care was essentially a service that would be
purchased by consumers in a market place supplied by individual doctors. People with
higher incomes often have better health than those with lower incomes. Higher per capita
income also gives more buying power, which directly increases the amount of medical
care used, also improved health outcomes. The demand for health depends upon the
income of the people. The greater the income of the people, the greater their demand for
health will be. Economist Ernst Engel developed the Engel curve which explains the
relationship between quantity demanded of a good and level of consumer’s income.

INCOME EFFECT ON HEALTH

Y

D or Engel Curve
Income

Y1

Y2

o QA Q X
Quantity of Health Good Demanded
13



Engel curve has a positive slope because an increase in income causes an increase
in demand curve of medical care. It means that people with more income buy more
medical care. At the same time, higher income people choose life style choices which
may cause health to fall with higher incomes. When as a result of the rise in the income of
the people, the demand increases, the whole demand curve shifts upward and vice-versa.
Likewise in income and health, the following figure depicts how health and medical care
spending is related.

Health and Medical Care Spending

Medical care spending has a positive relationship with the health outcomes of an
individual. Pritchett and Summers (1996) and Deaton (2004) say that higher income is
associated with better health standards. The figure indicates that there is a direct (positive)
relationship between the level of health and the amount spent on medical care. Higher the
level of spending, healthier the person or population will be. The shape of the line
indicates that there is a limit to how much health you can buy with increased medical care
spending. After a certain level, there is no increase in health.The relationship of health
and medical care spending is illustrated in the table below.

HEALTH AND MEDICAL CARE SPENDING

Level of
Health

Medical Care Spendina
14



HEALTH AND INDIFFERENCE CURVE

Indifference curve implies the consumer’s different levels of satisfaction. In usual
fashion for ‘goods’ we would say that ‘more is better’. So every consumer would prefer
more health which creates more utility.

The same level of utility produced by different combinations of X and H

As in standard consumer demand theory, the consumer tries to reach the highest
indifference curve possible because utility is higher then. The budget constraint provides
the limit to this process. The consumer must pay for X and for any medical care (M) used
to produce (H) and overall spending must be limited to the available budget.

FIGURE

INDIFFERENCE CURVE SAME LEVEL OF UTILITY PRODUCED BY
DIFFERENT COMBINATIONS OF X AND H

H
Health

H,
His

Hy

0] Xo X N X

The figure explains the combinations of X and H at points A (X; and Hi) and (Xo
and His) both create the level of happiness Uj;. The consumer would be wholly
indifferent between having a bundle such as A or D, the point D has more ‘H’ and less
‘X’ than point A but both create the same level of happiness. At point ‘B’ the consumer
get more satisfaction at U, than point ‘A’ or ‘D’, as the consumer gets more amount of

15



health (H,) with X; level of goods. Consumer gets higher satisfaction at Uz because, level
of health (Hs) increases by keeping the level of good (Xi) as constant at point ‘C’.
Economists, normally presume that one cannot purchase more than one’s resources allow.
Typical consumer seeks to maximize his utility or welfare subject to his budget
constraint. If the budget constraint line is produced on the basis of expenditures one get a
typical budget line (MN) having negative slope.

Check your Progress:

Q. No Short Questions LOCF Mapping

1. Explain the concept of demand for health care services. How is it different from | K1 | CO1 | PO2
demand for ordinary goods?
2. Describe the utility function U (X, H). Why is health considered both a | K6 | CO2 | PO5
consumption and an investment good?
3. Explain the concept of an Engel Curve. How does it apply to health care | K1 | CO3| PO1
demand?

4, Discuss the income effect on demand for medical care using a diagram. K2 | CO4 | PO1

5. Explain how an indifference curve between health (H) and other goods (X) | K5 | CO2 | PO4
represents consumer preferences.

Q. No Essay Type Questions LOCF Mapping

1. Explain the utility-maximising framework in health economics. lllustrate using | K1 | CO4 | PO1
indifference curves and a budget constraint.
2. Discuss the income and health linkages. Critically analyse whether higher | K3 | CO2 | PO3
income always leads to better health.
3. Explain the relationship between health and medical care spending. Why does | K5 | CO5 | PO4
the curve eventually flatten?
4. Analyse the income and price effects in health care demand using indifference | K5 | CO1 | PO4
curve analysis.
5. Explain the concept of derived demand for medical care with reference to | K2 | CO5| PO2

Grossman’s model.
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UNIT - 111 - SUPPLY OF HEALTH CARE

Supply of Health Care Services — Physicians and Medical Personnel as Health Care
Providers — Non-Labour Inputs — Hospitals—Interaction of Demand and Supply of Health
Care.
Supply of Health Care Services

The supply of health care services refers to the provision and availability of
medical resources that meet the health needs of a population. It involves the entire system
that delivers health services to individuals and communities through infrastructure,
personnel, equipment, and technology. The supply side of health care is critical to
ensuring access, efficiency, and quality in a health care system.
Key Components of Health Care Supply
Health Care Providers:
Doctors, nurses, midwives, paramedics, and specialists who diagnose and treat patients.
Their availability, distribution, and qualifications directly affect the supply.
Health Care Facilities:
Hospitals, clinics, primary health centers, diagnostic labs, and rehabilitation centers.
Urban areas often have better facilities than rural areas, leading to supply imbalances.
Medical Equipment and Technology:
Availability of machines (X-rays, MRIs), surgical tools, and IT systems like telemedicine
and electronic health records.
Up-to-date equipment ensures better diagnosis and treatment.
Medicines and Pharmaceuticals:
The production, distribution, and regulation of essential drugs and vaccines.
Shortages or high prices can limit supply.

Support Services:

17



Includes ambulance services, blood banks, sanitation services, and waste disposal.

These ensure the functioning of the health care delivery system.

Determinants of Supply in Health Care

Government Policies: Licensing, funding, and regulations influence how much care can
be supplied.

Public and Private Sector Involvement: Private hospitals may increase availability but
often focus on profit. Public hospitals ensure basic care for all.

Investment in Health Infrastructure: Building new hospitals and training medical staff
increases supply.

Technology and Innovation: Advances like telemedicine expand health care access,
especially in remote areas.

Workforce Training and Retention: A well-trained and motivated workforce increases
quality and quantity of care.

Challenges in Health Care Supply

Urban-Rural Divide: Rural areas often suffer from poor infrastructure and staff shortages.

Affordability: Private care is expensive; public facilities may be underfunded.

Resource Constraints: Limited funding, outdated equipment, and brain drain (migration of
medical professionals).

Pandemic Pressures: Events like COVID-19 strain the health system and expose gaps in
supply.

Conclusion

The supply of health care services is a foundational part of a functional health system. A
balance between demand and supply ensures equitable, accessible, and quality health care

for all. Strengthening the supply side requires government intervention, investment in

18



infrastructure, human resources, and technology to meet the evolving health needs of
society.
Physicians and Medical Personnel as Health Care Providers:

Physicians and medical personnel form the backbone of any health care system.
Their primary role is to deliver medical care that promotes, maintains, and restores health.
This category includes not only doctors (physicians), but also nurses, paramedics, medical
technicians, pharmacists, and allied health professionals. Together, they work as a
multidisciplinary team to provide preventive, curative, rehabilitative, and palliative care
to individuals and communities.
1. Physicians (Doctors)
Physicians are medically trained professionals responsible for diagnosing, treating, and
preventing illness. Their functions include:
Diagnosis and Treatment: Identifying diseases and prescribing appropriate treatment.
Preventive Care: Administering vaccines, conducting health screenings, and advising on
lifestyle changes.
Specialization: Physicians may specialize in areas like surgery, pediatrics, cardiology, or
psychiatry.
Ethical Practice: They are bound by medical ethics to act in the best interests of the
patient.
2. Medical Personnel (Other Health Care Providers)
This includes all other trained individuals who assist or complement the work of
physicians. Their roles are diverse and vital:
Nurses: Provide bedside care, administer medications, assist in procedures, and offer

emotional support.

19



Pharmacists: Dispense medications, advise on drug interactions, and ensure the safe use
of pharmaceuticals.

Laboratory Technicians: Perform diagnostic tests that help in accurate disease detection.
Radiology Technicians: Handle imaging technology such as X-rays, CT scans, and MRIs.
Physiotherapists and Occupational Therapists: Help patients regain mobility and perform
daily activities.

Emergency Medical Technicians (EMTs) and Paramedics: Provide pre-hospital
emergency care.

3. Their Role as Health Care Providers

Holistic Care: By working together, they provide a comprehensive range of health
services.

Continuity of Care: They ensure patients receive consistent and coordinated care across
different settings.

Community Health Promotion: They conduct health education, immunization drives, and
public health awareness campaigns.

Disaster and Crisis Response: They are frontline responders during epidemics, natural
disasters, and public health emergencies.

4. Challenges Faced

Workload and Stress: Long hours and emotional strain can impact their well-being.
Ethical Dilemmas: Balancing patient care with administrative, legal, or financial
constraints.

Resource Constraints: Especially in rural or underfunded areas, limited equipment and
staff can hinder care.

Risk Exposure: Regular exposure to infectious diseases and hazardous substances.

Conclusion

20



Physicians and medical personnel are essential pillars of health care delivery. Their
expertise, dedication, and collaboration are crucial for safeguarding public health. Beyond
treating illness, they also play a central role in promoting well-being and ensuring health
equity in society.
Non-Labour Inputs
Non-Labour Inputs refer to all the factors of production used in economic activity
other than human labour. These are essential in the production of goods and services and
can be categorized under capital, land, entrepreneurship, technology, and other resources.
Key Types of Non-Labour Inputs:
Land:
Includes all natural resources such as soil, water, minerals, forests, and climatic
conditions.
It's a passive factor of production but essential for agriculture, industry, and
construction.
Capital:
Refers to man-made resources used in production, such as tools, machinery,
equipment, and infrastructure.
Divided into:
Fixed Capital (e.g. buildings, machines)
Working Capital (e.g. raw materials, fuel)
Entrepreneurship:
The skill and initiative to bring together other factors of production.
Entrepreneurs take risks and drive innovation and business management.
Technology:

Knowledge and methods used to produce goods and services more efficiently.

21



Includes software, patents, and technical know-how.
Raw Materials and Energy:
Inputs that are processed or transformed during production.

Energy sources such as coal, oil, electricity are critical for manufacturing.
»* Importance of Non-Labour Inputs:

Increase productivity and efficiency.

Reduce dependence on manual labour.

Enable mass production and industrialization.

Enhance economic growth through capital accumulation and technological

progress.
Definition:

A hospital is a healthcare institution that provides treatment and care to sick or
injured people through specialized staff and equipment. Hospitals are essential
components of any health care system and serve as centers for diagnosis, treatment,
research, and education.

Types of Hospitals:
Public Hospitals:

Funded and operated by government (central or state).

Provide low-cost or free treatment, especially to the poor.

Example: AIIMS, Government Medical Colleges.

Private Hospitals:

Run by individuals, trusts, or corporations.

Focus on quality and specialized care, but are more expensive.

Example: Apollo Hospitals, Fortis Hospitals.

Teaching Hospitals:
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Affiliated with medical colleges.

Serve both as treatment centers and training grounds for medical students.

Example: JIPMER, CMC Vellore.
Specialty Hospitals:

Focus on particular medical fields such as cardiology, oncology, or orthopedics.

Example: Cancer Institutes, Eye Hospitals.

District and Taluk Hospitals:

Operated by the state health departments.

Cater to the needs of rural and semi-urban populations.
Public Healthcare System

A public healthcare system is a government-funded and government-regulated
network of healthcare services and facilities that provides medical care to all citizens,
typically with the goal of ensuring universal access to health services. It is financed
primarily through taxes or government contributions and aims to deliver equitable
healthcare, regardless of an individual's financial status, race, gender, or geographical
location.
Key Features of a Public Healthcare System:

1. Government Funded: Public healthcare systems are primarily funded by the
government through taxation or national health insurance schemes, allowing
services to be provided either free or at a minimal cost to patients.

2. Universal Access: The primary goal of public healthcare systems is to ensure that
all citizens have access to healthcare services, including preventive, curative, and

palliative care.
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3. Regulation and Oversight: The government regulates healthcare facilities,

medical staff, and services to maintain quality standards, safety, and equitable
access across the population.
Range of Services: These systems typically offer a wide array of healthcare
services, including:

o Primary care (general practitioner visits, immunizations).

o Specialized care (hospitals, surgeries, specialist consultations).

o Public health initiatives (vaccination campaigns, health education,

sanitation).

o Mental health services and community health programs.
Cost Control: By centralizing healthcare funding and regulation, public
healthcare systems can negotiate lower prices for medications, services, and
treatments, helping to control overall healthcare costs.
Equity in Healthcare: Public healthcare systems strive to reduce disparities in
healthcare by providing equal access to services for all segments of society,

including vulnerable and marginalized populations.

Examples of Public Healthcare Systems:

National Health Service (NHS) in the United Kingdom: Provides healthcare
services funded primarily through taxation, ensuring that residents can access a
range of services free at the point of care.

Medicare in Australia: A universal healthcare system funded by taxpayers,
providing free or subsidized treatment for Australian citizens and residents.
Canada’s Public Health System: Funded by both federal and provincial
governments, ensuring that residents receive medically necessary hospital and

physician services without direct charges.
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Public vs. Private Healthcare:

While a public healthcare system is primarily government-funded, it often
coexists with private healthcare providers. In public systems, private healthcare might
offer services that are faster or more specialized, but the public system is designed to
ensure that essential healthcare services are available to everyone, regardless of their
ability to pay.

The ultimate aim of a public healthcare system is to promote public health, reduce
healthcare inequities, and ensure that all citizens have access to the necessary medical
services to maintain a healthy society.

Uses of Public Healthcare System

The public healthcare system plays a vital role in promoting health, preventing
diseases, and ensuring access to necessary medical services for all citizens. Its services
benefit both individuals and society at large in numerous ways. Here are the key uses and
functions of a public healthcare system:

1. Universal Access to Healthcare

Use:Public healthcare systems ensure that all citizens, regardless of income, location, or
social status, have access to essential healthcare services.

Benefit: Reduces health disparities and ensures that everyone can receive care when they
need it, promoting equity in healthcare delivery.

2. Disease Prevention and Health Promotion

Use:Public healthcare systems implement preventive programs, such as vaccination
campaigns, screening for diseases, and public health education initiatives.

Benefit: Helps reduce the prevalence of infectious and chronic diseases, lowering the
overall burden on healthcare systems and improving the health of populations.

3. Cost Control and Affordability
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Use: By being government-funded, public healthcare systems minimize or eliminate out-
of-pocket costs for patients, making healthcare services affordable for everyone.

Benefit: Prevents financial hardship due to medical expenses, particularly for low-income
and vulnerable groups, and ensures that healthcare costs do not become a barrier to
accessing care.

4. Emergency Response and Public Health Crises

Use: Public healthcare systems coordinate responses to health emergencies, such as
pandemics, natural disasters, or disease outbreaks, and provide critical services like mass
vaccination or disaster relief.

Benefit: Helps control the spread of diseases and provides immediate medical aid in times
of crisis, safeguarding public health and minimizing the impact of emergencies.

5. Healthcare Infrastructure Development

Use: The public healthcare system invests in and manages healthcare facilities,
infrastructure, and technologies, such as hospitals, clinics, laboratories, and digital health
systems.

Benefit: Ensures that communities have the necessary healthcare infrastructure to meet
their needs, including rural and underserved areas.

6. Mental Health and Social Care

Use: Many public healthcare systems offer mental health services, such as counseling,
psychiatric care, and addiction treatment, as part of their overall healthcare offerings.
Benefit: Promotes mental well-being, reduces stigma around mental health issues, and
provides care to individuals who might not afford private services.

7. Health Data Collection and Research
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Use: Public healthcare systems gather population health data, conduct research, and
monitor health trends, which helps in shaping health policies and improving treatment
outcomes.

Benefit: Leads to informed decision-making at the policy level, improved health
programs, and better management of public health threats.

8. Maternal and Child Health Services

Use: Public systems offer prenatal care, child immunizations, maternal health programs,
and nutrition support.

Benefit: Reduces maternal and infant mortality, improves child development, and ensures
healthy pregnancies, thereby contributing to a healthier future generation.

9. Chronic Disease Management

Use: Public healthcare systems provide long-term management for chronic conditions like
diabetes, hypertension, and heart disease through regular check-ups, medication, and
support services.

Benefit: Improves patients' quality of life, prevents complications, and reduces healthcare
costs by focusing on early intervention and sustained care.

10. Workforce Development and Training

Use: Public healthcare systems often invest in the training and development of healthcare
professionals such as doctors, nurses, and allied health workers.

Benefit: Ensures a well-trained and competent healthcare workforce, especially in regions
where healthcare access is limited, and maintains high standards of care.

11. Health Equity and Social Justice

Use: Public healthcare systems are designed to provide care without discrimination based

on race, gender, socioeconomic status, or geographic location.
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Benefit: Ensures that marginalized or underserved populations receive the same quality of
care as others, reducing health inequities and promoting social justice.

12. Support for Elderly and Disabled

Use: Public systems provide specialized care for the elderly and disabled, such as home
care services, long-term care facilities, and disability-related support.

Benefit: Ensures that vulnerable populations can access necessary healthcare and support
services, maintaining their dignity and quality of life.

In summary, public healthcare systems serve as the foundation for ensuring that
entire populations, regardless of socioeconomic status, have access to essential healthcare
services. This contributes to a healthier society, improved health outcomes, and reduced
healthcare costs for individuals and the state.

Merits and Demerits of Public Healthcare System

The public healthcare system has several advantages and disadvantages that reflect its
role in providing universal healthcare. Below are the key merits and demerits of the
public healthcare system:

Merits of Public Healthcare System

Universal Access to Healthcare:

Merit: Public healthcare systems provide healthcare services to all citizens, regardless of
their ability to pay, ensuring that everyone has access to essential medical care.

Benefit: Promotes health equity and reduces health disparities across different social and
economic groups.

Affordability:

Merit: Services are typically funded by the government through taxes or national

insurance, which reduces or eliminates direct costs for patients.
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Benefit: Prevents financial hardship due to medical expenses and ensures that healthcare
is affordable for everyone, especially for low-income and vulnerable populations.
Preventive Care and Public Health Initiatives:

Merit: Public healthcare systems prioritize preventive care, such as vaccinations, health
education, and disease screenings, which help reduce the prevalence of illness.

Benefit: Early detection and prevention can lead to better health outcomes and reduce the
long-term cost of treating chronic or advanced-stage diseases.

Comprehensive Coverage:

Merit: Many public healthcare systems offer a wide range of services, from primary care
and hospital services to specialized treatments and emergency care.

Benefit: Ensures that citizens have access to a full spectrum of healthcare services
without facing high out-of-pocket expenses.

Healthcare Equity:

Merit: Public systems aim to provide equal treatment to all, ensuring that vulnerable or
marginalized groups (such as the elderly, disabled, or rural populations) receive the care
they need.

Benefit: Promotes social justice by reducing inequalities in access to healthcare.
Centralized Control for Efficiency:

Merit: Centralized management allows the government to regulate prices, negotiate with
pharmaceutical companies, and allocate resources efficiently across the system.

Benefit: Helps keep healthcare costs under control while ensuring that the system is
responsive to the needs of the population.

Emergency Preparedness:

Merit: Public healthcare systems are well-positioned to coordinate and respond to public

health emergencies, such as pandemics, natural disasters, or disease outbreaks.
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Benefit: This ability to mobilize resources quickly can save lives and limit the spread of
disease in times of crisis.

Demerits of Public Healthcare System

Long Wait Times:

Demerit: Due to high demand and limited resources, public healthcare systems often
experience long waiting times for non-emergency procedures, specialist appointments, or
surgeries.

Consequence: Patients may face delays in receiving treatment, which can affect their
health outcomes, particularly for elective or non-urgent care.

Limited Resources and Funding:

Demerit: Public healthcare systems are often constrained by government budgets, leading
to limited availability of services, outdated equipment, and understaffed facilities.
Consequence: Resource limitations can result in a lower quality of care, overcrowding in
hospitals, and a reduction in patient satisfaction.

Bureaucracy and Inefficiency:

Demerit: Large government-run systems can be bogged down by bureaucracy, with slow
decision-making processes and administrative inefficiencies.

Consequence: This can lead to wasted resources, delays in the implementation of new
technologies or treatments, and a lack of responsiveness to patient needs.

Less Focus on Personalized Care:

Demerit: Public healthcare systems, by necessity, focus on standardized care to serve
large populations, often resulting in less personalized or individualized care for patients.
Consequence: Patients may feel they are not receiving tailored treatments or adequate
attention due to the system's focus on volume over personalized care.

Limited Innovation:
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Demerit: Public healthcare systems often have less flexibility to adopt new technologies,
treatments, or innovations because of budgetary constraints and bureaucratic processes.
Consequence: This can slow the adoption of cutting-edge medical advancements and
delay access to the latest treatments for patients.

Quiality Variations:

Demerit: The quality of care can vary significantly across different regions or facilities
within a public healthcare system, particularly in rural or underfunded areas.
Consequence: Patients in certain regions may have access to fewer services, longer wait
times, or lower-quality care compared to those in better-resourced urban centers.
Dependence on Taxpayer Funding:

Demerit: Public healthcare systems are heavily reliant on government funding, which is
sourced from taxpayer revenue. In times of economic downturn, funding may be cut,
leading to reductions in services.

Consequence: Healthcare services could become strained, leading to a reduction in the
quality of care and access to treatments.

Limited Patient Choice:

Demerit: In some public healthcare systems, patients have limited choices when it comes
to selecting doctors, specialists, or hospitals due to centralized control.

Consequence: This can reduce patient autonomy and lead to dissatisfaction with the care
they receive, especially if they prefer a specific provider or treatment option not available
in the public system.

Conclusion

While the public healthcare system ensures that everyone has access to essential medical

care and promotes equity, it faces challenges like long wait times, limited resources, and
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bureaucratic inefficiencies. Balancing the merits and demerits is key to improving the
quality and accessibility of public healthcare services.

Private Healthcare System

A private healthcare system refers to healthcare services and facilities that are owned,
operated, and funded by private entities, rather than the government. These services can
include hospitals, clinics, physicians, and other healthcare providers that operate
independently of government oversight. Private healthcare systems often emphasize
profit, competition, and patient choice, offering a range of services that may not be
available in public systems.

Key Features of a Private Healthcare System

Ownership:

Private healthcare facilities are typically owned by individuals, corporations, or non-profit
organizations rather than being publicly funded by the government.

Funding:

Services in a private healthcare system are primarily funded through private insurance
plans, out-of-pocket payments by patients, and sometimes employer-sponsored health
plans.

Competition:

Private healthcare providers compete for patients, which can lead to improved services,
better amenities, and innovative healthcare practices as they strive to attract clients.
Choice and Flexibility:

Patients often have more options regarding healthcare providers, specialists, and
treatment plans in a private system, allowing for more personalized care.

Quiality of Care:
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Private healthcare facilities may provide a higher quality of service, shorter wait times,
and access to advanced technology and treatments compared to some public systems.
Types of Private Healthcare

Private Hospitals and Clinics:

Facilities that provide a range of medical services, including inpatient and outpatient care,
surgeries, and specialized treatments.

Private Insurance Plans:

Insurance companies that offer health plans, allowing individuals to pay for healthcare
services through premiums and deductibles rather than relying solely on government
funding.

For-Profit and Non-Profit Organizations:

Some private healthcare providers operate for profit, while others, like certain hospitals or
clinics, may be non-profit but still rely on private funding sources.

Advantages of Private Healthcare Systems

Shorter Wait Times:

Patients often experience shorter wait times for appointments, procedures, and surgeries
compared to public healthcare systems.

Higher Quality of Service:

Private facilities may offer more comfortable environments, better amenities, and a focus
on customer service.

Access to Advanced Treatments:

Private healthcare systems may have more resources to invest in the latest medical
technologies, treatments, and specialized care.

Greater Patient Choice:
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Patients can choose their healthcare providers, specialists, and treatment options, leading
to more personalized care.

Innovation and Competition:

The competitive nature of private healthcare can foster innovation in treatment methods,
technologies, and patient care practices.

Disadvantages of Private Healthcare Systems

Cost:

Private healthcare services can be expensive, leading to high out-of-pocket costs for
patients, especially if they lack adequate insurance coverage.

Inequity in Access:

Individuals with lower incomes may struggle to afford private healthcare, leading to
disparities in access to necessary medical services.

Profit Motive:

The focus on profit can sometimes lead to cost-cutting measures that may compromise
the quality of care, particularly in for-profit facilities.

Limited Coverage:

Not all treatments or services may be covered by private insurance plans, which can lead
to gaps in care or unexpected expenses for patients.

Over-reliance on Insurance:

Private healthcare systems often depend heavily on insurance coverage, which can lead to
bureaucratic complexities and administrative burdens for patients.

Conclusion

The private healthcare system offers advantages such as shorter wait times, higher quality
of service, and increased patient choice. However, it also faces challenges like high costs,

inequity in access, and a potential focus on profit over patient care. A balanced approach
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that integrates both public and private healthcare systems can help address the limitations
of each, ensuring that all individuals receive the care they need.
Uses of Private healthcare systems

Private healthcare systems offer a range of services and functions that address
various needs within the healthcare landscape. Here are some key uses of private
healthcare systems:
1. Access to Specialized Care
Use: Private healthcare systems often provide specialized medical services that may not
be available in public facilities, such as advanced surgeries, specialized diagnostic
procedures, and niche treatments.
Benefit: Patients can access expert care tailored to specific health conditions, which can
lead to better health outcomes.
2. Shorter Wait Times
Use: Patients can often receive quicker appointments and treatments in private healthcare
settings compared to public systems.
Benefit: Reduced waiting times for consultations, diagnostics, and surgeries improve
patient satisfaction and can lead to earlier intervention and treatment.
3. Enhanced Patient Experience
Use: Private healthcare facilities typically focus on providing a higher quality of service,
including comfortable environments, personalized attention, and amenities like private
rooms.
Benefit: A better patient experience can lead to improved adherence to treatment plans
and overall satisfaction with care.

4. Innovative Treatments and Technologies
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Use: Private healthcare systems may have more resources to invest in the latest medical
technologies, treatments, and research initiatives.

Benefit: Access to cutting-edge treatments and advanced medical technologies can
improve health outcomes and provide patients with options for complex conditions.

5. Flexible Payment Options

Use: Private healthcare allows for various payment options, including private insurance,
direct payments, and financing plans, providing flexibility for patients.

Benefit: Patients can choose payment methods that best suit their financial situation,
making healthcare more accessible for some individuals.

6. Comprehensive Care Coordination

Use: Private healthcare systems often offer integrated care services, coordinating various
aspects of a patient’s treatment, including specialists, rehabilitation, and follow-up care.
Benefit: Better care coordination enhances the continuity of care, ensuring that patients
receive comprehensive treatment across different healthcare providers.

7. Focus on Preventive Care

Use: Many private healthcare systems emphasize preventive services, such as health
screenings, vaccinations, and wellness programs.

Benefit: Early detection and preventive measures can lead to better health outcomes,
reducing the incidence of severe health issues.

8. Patient Empowerment and Choice

Use: Patients in private healthcare systems often have the freedom to choose their
healthcare providers, specialists, and treatment options.

Benefit: Increased autonomy and choice can lead to a more engaged patient population
that is actively involved in their healthcare decisions.

9. Tailored Health Programs

36



Use: Private healthcare providers may offer personalized health programs, including
weight management, smoking cessation, and chronic disease management.

Benefit: Tailored programs can address specific patient needs, improving adherence to
treatment and enhancing overall health.

10. Emergency Care Services

Use: Private hospitals often provide emergency services that allow for immediate
attention in critical situations.

Benefit: Quick access to emergency care can be lifesaving and is especially valuable in
urban areas with high patient traffic.

11. Global Health Access

Use: Many private healthcare systems have international branches or partnerships,
allowing patients to access healthcare services abroad.

Benefit: Patients seeking specialized treatments not available locally can travel to access
care, sometimes at lower costs than in their home countries.

12. Research and Development

Use: Private healthcare institutions often engage in medical research and clinical trials,
contributing to advancements in healthcare.

Benefit: Participation in research can provide patients access to innovative treatments
before they become widely available.

Conclusion:

Private healthcare systems serve a crucial role in providing specialized, accessible, and
quality medical care. While they may not replace public healthcare systems, they
complement them by offering choices, innovation, and personalized care options that can

lead to improved patient outcomes and satisfaction. Balancing private and public
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healthcare systems can create a more comprehensive healthcare landscape that meets the
diverse needs of the population.
Privatization and Health Care

Privatization in healthcare refers to the transfer of ownership, management, or
delivery of healthcare services from the public sector (government-controlled) to the
private sector (independent entities, for-profit organizations, or non-profit organizations).
This shift can occur at various levels, including hospitals, clinics, and insurance
providers, and can significantly impact how healthcare is accessed, delivered, and
financed.
Key Aspects of Privatization in Healthcare
Forms of Privatization:
Direct Privatization: Selling public healthcare facilities to private entities.
Public-Private Partnerships (PPPs): Collaborations between government and private
organizations to deliver healthcare services or build infrastructure.
Outsourcing: Contracting private companies to manage certain healthcare services, such
as cleaning, maintenance, or specialized treatments.
Motivations for Privatization:
Efficiency: Private organizations may be seen as more efficient due to competition and
profit incentives, potentially leading to reduced costs and improved services.
Quality of Care: Privatization can encourage innovation and high standards in healthcare
services, driven by market competition.
Funding: Governments may privatize healthcare to relieve financial burdens, redirecting
funds to other public services or reducing deficits.
Advantages of Privatization in Healthcare

Increased Efficiency:
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Privatized systems may operate more efficiently, reducing waste and administrative costs,
and streamlining operations compared to public systems.

Enhanced Quality of Care:

Competition among private providers can drive improvements in service quality, patient
satisfaction, and innovation in treatments and technologies.

Greater Patient Choice:

Patients often have more options in choosing healthcare providers, specialists, and
treatment plans, leading to a more tailored healthcare experience.

Access to Capital:

Private entities can often attract investment more easily than public systems, enabling the
development of new technologies, facilities, and services.

Focus on Preventive Care:

Many private healthcare providers prioritize preventive measures and wellness programs,
promoting healthier lifestyles and early intervention.

Disadvantages of Privatization in Healthcare

Inequity in Access:

Privatization can exacerbate disparities in healthcare access, as those with higher incomes
can afford better care, while low-income individuals may struggle to access necessary
Services.

Profit Motive Over Patient Care:

The focus on profitability may lead to cost-cutting measures that compromise the quality
of care or result in the neglect of less profitable services.

Fragmentation of Services:

Privatization can lead to a fragmented healthcare system, making it difficult for patients

to navigate care and receive coordinated services across providers.
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Increased Costs:
While private systems may operate efficiently, healthcare costs can still be high, leading
to significant out-of-pocket expenses for patients and families.
Insurance Market Challenges:
The reliance on private insurance can create gaps in coverage, with some individuals
remaining uninsured or underinsured, leading to financial burdens in times of health
crises.
Examples of Privatization in Healthcare
United States: The U.S. healthcare system is predominantly privatized, with a significant
role played by private insurance companies and healthcare providers. While government
programs like Medicare and Medicaid exist, many Americans rely on employer-
sponsored insurance or purchase private plans.
United Kingdom: The National Health Service (NHS) is primarily a public healthcare
system; however, there has been an increasing trend toward privatization through
outsourcing services and allowing private providers to deliver NHS-funded care.
Australia: Australia has a mixed healthcare system, combining public and private
components. The government funds the public system (Medicare), but many Australians
choose to purchase private health insurance for quicker access to elective surgeries and
additional services.
Conclusion

Privatization in healthcare can lead to improvements in efficiency, quality of care,
and patient choice. However, it also presents challenges related to equity, access, and the
potential prioritization of profits over patient welfare. Balancing public and private
healthcare elements is essential for creating a comprehensive healthcare system that

meets the needs of all individuals, ensuring both quality and equitable access to care.
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Health Education

Health education is a process aimed at informing and empowering individuals and
communities to make informed decisions about their health and well-being. It involves
providing knowledge, skills, and resources related to health, disease prevention, and
health promotion to help individuals adopt healthier behaviors and lifestyles.
Key Components of Health Education
Information Dissemination:

Providing accurate and relevant information about various health topics, such as nutrition,
physical activity, mental health, substance abuse, sexual health, and disease prevention.

Skill Development:

Teaching individuals the skills necessary to make healthy choices, such as critical
thinking, decision-making, and goal-setting.

Behavior Change:

Encouraging and facilitating changes in behaviors that contribute to better health
outcomes, such as smoking cessation, healthy eating, and regular exercise.

Community Engagement:

Involving community members in health education initiatives to ensure that the
information is culturally appropriate and relevant to their specific needs.

Advocacy:

Promoting policies and practices that support public health and healthy environments,
such as access to nutritious foods, safe recreational spaces, and healthcare services.

Objectives of Health Education

Prevent Disease: Educating individuals about risk factors and preventive measures for
various diseases, such as diabetes, heart disease, and infectious diseases.

Promote Healthy Lifestyles: Encouraging practices such as regular physical activity,
balanced nutrition, and mental wellness.

Increase Health Literacy: Enhancing individuals' ability to understand health information
and make informed choices regarding their health.

Support Community Health: Fostering community initiatives that address public health

issues, such as immunization drives, health screenings, and wellness programs.
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Methods of Health Education
Workshops and Seminars: Organized sessions that provide information on specific health
topics, often including interactive discussions.
Printed Materials: Brochures, flyers, and pamphlets that convey important health
information in an accessible format.
Digital Resources: Websites, social media, and apps that provide health education content
and resources.
One-on-One Counseling: Personalized guidance from healthcare professionals or trained
educators to address individual health concerns and goals.
School-Based Programs: Curriculum and initiatives designed to educate students about
health topics, including physical education, nutrition, and mental health awareness.
Importance of Health Education
Empowerment: Equips individuals with the knowledge and skills to take charge of their
health and make informed choices.
Disease Prevention: Informs individuals about health risks and preventive measures,
reducing the incidence of diseases.
Community Health Improvement: Contributes to overall community well-being by
promoting healthy practices and addressing public health issues.
Cost-Effectiveness: Preventing health issues through education can lead to reduced
healthcare costs and improve quality of life.
Conclusion

Health education plays a crucial role in promoting individual and community
health. By providing knowledge, skills, and resources, health education empowers people
to make informed choices and adopt healthier lifestyles, ultimately leading to improved

health outcomes and a healthier society.

42



UNIT- 1V - HEALTH INFRASTRUCTURE
Health Infrastructure — Rural — Urban —Government Programmes Preventive, Promotive
and Curative Health Care Services - Health Allocation in Budget
Health Infrastructure

Health infrastructure refers to the facilities, resources, and systems necessary for
delivering healthcare services to a population. It encompasses a wide range of elements,
including:

Healthcare Facilities: This includes hospitals, clinics, nursing homes, and
specialized treatment centers. The quality and capacity of these facilities significantly
impact healthcare delivery.

Health Workforce: The availability and distribution of healthcare professionals,
such as doctors, nurses, and support staff, are critical components of health infrastructure.

Medical Equipment and Technology: Access to essential medical devices,
diagnostic tools, and treatment technologies is vital for effective healthcare delivery.

Supply Chain Systems: Efficient supply chains for pharmaceuticals, vaccines, and
medical supplies are necessary to ensure that healthcare facilities have what they need to
operate.

Information Systems: Health information systems (HIS) facilitate the management
of patient data, research, and public health reporting, enhancing decision-making and
service delivery.

Public Health Programs: Initiatives aimed at preventing diseases and promoting
health, such as vaccination campaigns and health education programs, are also part of
health infrastructure.

Policy and Regulation: Effective governance, including policies and regulations

that guide healthcare delivery and ensure quality and safety, is essential.
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Funding and Financing: Sustainable financial mechanisms are needed to support
the infrastructure and ensure access to healthcare services for all.

Strong health infrastructure is crucial for improving health outcomes, responding
to health emergencies, and ensuring equitable access to care.

The health facilities available in India are increasing day by day. Doctors in
modern system were 757377 in 2009 whereas in 1951, there were only 61800 doctors. In
1991, there were a total of 57353 Sub-Centres (SCs), Primary Health Centres (PHCs), and
Community Health Centres (CHCs). But, in another 18 years (i.e., 2009) the number
increased to 173795. Dispensaries and hospitals in 2009 are 35071 against 9209 in 1951
and 23555 in 1991. Thereafter, it increases significantly. Nursing personnel increased
from 143887 in 1991 to 1652161 in 2009. Number of beds has increased from 1.17 lakhs
in 1951 to 9.15 lakhs in 2005. The increase is very significant in comparison with 1991.
In 1991, there were only 5.6 lakh beds, an increase of 3.46 lakh beds within a period of 14

years. The details of health care facilities available in India are given in table.

TABLE
HEALTH CARE INFRASTRUCTURE FACILITIES AVAILABLE IN INDIA
SINCE 1951
Year
1951 1991 2005 2009 2012

Category

Sub-centres, Primary Health

Centres, Community Health 725 57353 | 171608 | 173795 177248

Centres
Dispensaries and Hospitals 9209 | 23555 | 27770 35071 35416

Beds (Private and Public) 117198 | 569495 | 914543 - -

Nursing personnel 18054 | 143887 | 865135 | 1652161 2124667

Doctors (Modern system) 61800 | 268700 | 656111 | 757377 883812

Source: Compiled from Economic Survey - 2012-°13 and EPW Research Foundation, 2007.

Due to high variation in health expenditure and low government expenditure, the
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facilities available are not only limited but also skewed. Hospital facilities and other
related facilities are very limited in rural areas in comparison with the urban areas. In
India, the ratio of hospital beds to the population is 15 times lower in rural areas than in
urban areas and sixty nine per cent of primary health centres had only one bed (Raj,
2009). There is also a shortage of basic facilities such as health centres. There was a
shortage of 20486 SCs, 4477 PHCs, and 2337 CHCs as per 2001 Census (Economic
Survey, 2010-°11).

The health care facilities in various parts of India have progressed unevenly and
there is wide disparity between the demand for and the availability of health care services.
Government hospitals alone are in need of more than 42000 doctors. It is due to various
factors including low government expenditure on public health, low salary to doctors and
less facility available in government hospitals. It shows the need for strengthening of the
health care infrastructure in the country.

Health Management — Prevention — Curative— Palliative

In healthcare, the spectrum of services is often categorized into preventive, curative, and
palliative approaches, which together contribute to comprehensive health management.
Here’s an overview of each:

1. Preventive Health Management

Goal: To avoid the onset of disease and promote overall health.

Focus: Prevention of illness, early detection of diseases, and health promotion.

Examples:

Vaccination programs to prevent infectious diseases.

Screening for conditions like cancer, diabetes, or hypertension to catch them early.

Public health initiatives, such as promoting healthy eating, exercise, and smoking

cessation.
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Community health education on lifestyle choices and risk factor management.

Impact: Preventive measures aim to reduce the burden on healthcare systems, lower the
costs of treatment, and improve population health.

2. Curative Health Management

Goal: To treat and cure diseases or medical conditions.

Focus: Diagnosis, treatment, and rehabilitation of illnesses.

Examples:

Surgery to remove a tumor.

Antibiotics to treat bacterial infections.

Chemotherapy for cancer.

Rehabilitation programs for recovery after stroke or injury.

Impact: Curative care aims to restore health after illness has occurred, with an emphasis
on treating the underlying cause of the disease.

3. Palliative Health Management

Goal: To alleviate suffering and improve the quality of life for individuals with serious,
chronic, or terminal illnesses.

Focus: Providing comfort, managing symptoms, and offering emotional and
psychological support.

Examples:

Pain management for terminal cancer patients.

Support for individuals with advanced heart failure or neurodegenerative diseases.
End-of-life care, which includes both medical support and emotional or spiritual
counseling.

Assistance for families coping with the illness and death of a loved one.
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Impact: Palliative care does not aim to cure but to offer relief from pain and distress,
enhancing the patient's and their family's quality of life.
Integration in Health Management:
Effective health management encompasses all three areas—preventive, curative, and
palliative. A well-rounded healthcare system not only focuses on curing illnesses but also
places a strong emphasis on preventing diseases and providing support to patients with
chronic or terminal conditions.
By addressing health needs across these three dimensions, health management contributes
to the overall well-being of individuals and populations.
INDIA’S EXPENDITURE ON PUBLIC HEALTH CARE

Health expenditure includes the provision of health services such as preventive,
curative, family planning and nutrition activities and emergency aid designated for
health. The public health expenditure in India is the lowest among countries and so the
primary health care system, which is the major source of medical services in rural areas,
is in a dilapidating condition. In terms of public spending on health, India ranks an
abysmal 182" position out of 223 countries compared (WDI, 2014). The comparison of
health expenditure with some Asian countries indicates that India’s public health
expenditure is about 40 per cent and the remaining 60 per cent is spent from pockets of
individuals. India ranks third in the World Health Organisation’s latest list of countries
with highest out-of-pocket (OOP) expenditure on health in south-east Asia region
(World Health Statistics, 2012).

In each five year plan, India has been providing a significant portion of the total
plan outlay for the health sector in order to provide quality health care to all needy
people. The plan wise allotment of money to the health sector is presented in the

following table.
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TABLE

CENTRAL ALLOCATION OF FUNDS AND EXPENDITURE ON HEALTH IN
VARIOUS PLANS

Out of Total Investment Health Pe Pruckc;il?cita
O peaitn | Y | avush | Total | o 6ot Gop | Expenditure
Welfare on Health

| 3.3 0.1 - 3.4 0.22 0.61

I 3.0 0.1 - 3.1 0.49 1.36

i 2.6 0.3 - 2.9 0.63 2.48
v 2.1 1.8 - 3.9 0.61 3.47

\% 1.9 1.2 - 3.1 0.74 6.22
Vi 1.8 1.3 - 3.1 0.81 11.15
Vil 1.7 14 - 3.1 0.91 19.37
Vil 1.7 15 0.02 3.2 1.05 38.63
IX 2.31 1.76 0.03 4.1 0.96 64.83

X 2.09 1.83 0.05 3.97 0.88 112.21
Xl 6.3* - 0.18 6.5 1.27 214.62
Xl 8.4* - 1.33 9.73 2.5 670

Source: Five Year Plan Documents, Government of India
*Including family welfare.

The percentage of plan allocation to health sector increased from 3.4 in the first
plan to 6.5 per cent in the eleventh plan. In the same pattern, the per capita expenditure
also increased from Z0.61 in the first plan to T214.62 in the eleventh plan. In the 12"
five year plan, the government has decided to boost public spending in the sector to 2.5
per cent of GDP from the current 1.27 per cent over the next five years. The key feature
of budget 2014-2015, is that the government tries to achieve “Health for All” by

introducing the scheme called ‘free drug service and free diagnosis service’.
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TABLE

TRENDS IN PUBLIC HEALTH EXPENDITURE IN INDIA
(GDP is at Market Price, with Base Year 1993-’94)

Public Health Expenditure as% of the GDP

vear Revenue Capital Total
1950-°51 0.22 NA 0.22
1955-’56 0.49 NA 0.49
1960-’61 0.63 NA 0.63
1965-°66 0.61 NA 0.61
1970-°71 0.74 NA 0.74
1975->76 0.73 0.08 0.81
1980-’81 0.83 0.09 0.91
1985-’86 0.96 0.09 1.05
1990-°91 0.89 0.06 0.96
1995-°96 0.82 0.06 0.88
2000-°01 0.86 0.04 0.90
2001-°02 0.79 0.04 0.83
2002-°03 0.82 0.04 0.86
2003-°04 0.86 0.06 0.91
2010-“11 N.A N.A 1.27
2011-“12 N.A N.A 14

Source: Ghuman and Akshat, 2009, HLEG Report, 2011, p.8.
Economic Survey 2012-"/3.

Public sector health spending in India accounts for only a small portion of total
spending on health. It is lower than the rate of growth of population (Sethi, 2009). The
public health expenditure as percentage of GDP was very small in the fifties and it
reached a rate of 1.05 per cent in 1985-’86. However, after globalisation it is 1.27 per
cent of GDP in the eleventh plan. The year wise details are depicted in the above table.

Below table gives a clear picture on health expenditure made by both central and

state governments.
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TABLE
COMBINED HEALTH EXPENDITURE OF CENTRAL AND STATE GOVERNMENTS

Year Expen(_jiture on Health Percentage to Total Social
(inZcrore) Sector Expenditure
1990-91 7309 4.47
1995-96 14135 4.66
2000-‘01 28000 4.74
2001-02 28578 4.43
2002-¢03 30184 4.34
2003-‘04 33504 4.26
2004-¢05 37535 4.37
2005-¢06 45428 4.73
2006-07 52126 4.7
2007-08 63226 4.8
2008-¢09 74273 4.6
2009-¢10 88054 4.8
2010-¢11 100576 4.7
2011-12 110228 4.6
2012-°13 (RE) 132134 4.7
2013-’14 (BE) 155633 4.8

Source: Compiled from various Economic Surveys andEPW Research Foundation (2008),
RE — Revised Estimates, BE — Budget Estimates.

In absolute term, there is a significant increase in health expenditure over the
years. In the year 1990-°91, the expenditure made on health is only X 7309 crore, it is
4.47 per cent to the total social sector expenditure. It increased to ¥ 155633 in 2013-"14,
which is 4.8 per cent of the total social sector expenditure. In relative term, it increased

from 4.47 in 1990-°91 to 4.8 per cent after 2007-"08, except 2008-"09.
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TABLE

CENTRAL GOVERNMENT’S EXPENDITURE ON MEDICAL, PUBLIC
HEALTH AND FAMILY WELFARE DURING 1990-1991 TO 2013-2014

(in% crore)
ver | Mead | oy ware | TR Sl Secr
1990-°91 1048.8 782.2 9606.6
1991-°92 9248 1023.3 10298.7
1992-°93 1213.9 1008.1 11322.8
1993-°94 1300.4 1312.6 14016.6
1994-°95 1625.9 1684.9 17409.2
1995-°96 1929.1 1743.5 20848.4
1996-°97 2068.3 223.7 25209.6
1997-°98 2641.5 1822.2 26867.1
1998-°99 5411.9 2342.7 38737.9
1999-°00 3568.7 2969.1 384394
2000-°01 4055.3 3200 40919.5
2001-°02 4408.5 3613.9 46474
2002-°03 4340 3735 56954
2003-°04 4649 4230 62726
2004-"05 (RE) 3915 4039 67981
2005-°06 (RE) 3414 4904 92350
2006-°07 (RE) 2884 6421 61768
2007-°08 (RE) 3332 8717 78798
2008-°09 (RE) 4988.41 9836.58 97610.86
2009-°10 (RE) 5435.53 11016.67 109288.17
2010-’11 (BE) 7270.59 12792.81 136566.13
2011-’12 (RE) NA NA 580868
2012-°13 7556.59 15694.97 144304.90
2013-’14 (RE) 8206.67 15160.88 176258.14
2014-’15 (BE) NA 39237.8 NA

Source: Compiled from Various Economic Survey and Budget Documents, Ministry of Finance
EPW Research Foundation (2008) & Das2014
RE — Revised Estimates, BE — Budget Estimates.

The table shows the central government’s expenditure on medical, public health

and family welfare under different annual budgets during 1990-°91 to 2012-13.
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The central government gives more attention to medical, public health and
family welfare. In 1990-°91 the central government allocated I1048.8 crore for the
medical and public health and X¥782.2 for family welfare. In the year 2000-°01, the
allocation made on medical and public health and family welfare was ¥4055.3 crore and
%3200, which is tripled in a period of 10 years. In the revised budgetary expenditure
2013-°14, central government allocated ¥8206.67 crore to medical and public health and
%¥15160.88 crore to family welfare. Table shows the details of expenditure on health in
revenue budget of major states.

TABLE
EXPENDITURE ON HEALTHINREVENUEBUDGETOFMAJORSTATES
Years(in %)

States 1985- | 1991- | 1995- | 2001- | 2004- |2008- | 2009- | 2010- | 2011-
86 | 92 | 96 | 02* | *05* |:09* | *10* | *11* | *12*

AndhraPradesh 6.41 | 577 | 570 | 44 32 | 36 | 3.9 4.0 4.0

Assam 6.75 | 6.61 | 6.08 | 4.2 29 | 50 | 57 4.9 4.1
Bihar 568 | 565 | 7.80 | 49 31 | 35| 35 3.7 4.1
Gujarat 745 | 542 | 534 | 28 28 | 31 | 38 4.3 4.2
Haryana 6.24 | 419 | 299 | 3.0 27 | 29 | 34 3.6 3.5

Karnataka 6.55 5.94 | 5.85 49 3.0 3.8 3.6 3.9 4.1
Kerala 769 | 6.92 | 6.81 58 45 4.8 4.8 5.1 5.2

Maharashtra 6.05 | 525 | 518 | 43 27 | 35| 33 3.6 3.5

MadhyaPradesh | 6.63 | 5.66 | 5.07 | 4.1 31 | 34 | 33 3.7 3.8

Odisha 7.38 | 594 | 542 | 37 40 | 35 | 3.8 4.0 35
Punjab 719 | 432 | 456 | 3.9 29 | 3.0 | 3.2 35 4.4
Rajasthan 8.10 | 6.85 | 6.18 | 5.2 37 | 48 | 4.8 4.7 4.9

TamilNadu 7.47 4.82 6.40 4.9 3.2 3.7 4.8 4.8 4.0
Uttar Pradesh 767 | 6.00 | 5.73 3.6 3.8 4.7 5.0 4.9 4.6
WestBengal 8.90 7.31 7.16 50 4.2 3.6 4.8 4.6 4.8

AllStates 7.02 | 572 | 570 | 44 34 | 39 | 4.2 4.3 4.2

Source:Ghuman and Akshat, 2009 and *Budget Documents of state governments, 2011- ‘72.
*As a ratio to aggregate expenditure
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The various states governments’ expenditure on health ranges from 2.8 per cent
to 5.8 in the budget for the year 2001-°02. The all state’s average is only 4.4 per cent.
However, in comparison with previous years it is very low. In comparison with pre-
globalisation period, 7.02 per cent in 1985-’86, it is very much lower. It means that
there is adverse impact on health sector after globalisation.

Low public sector spending on health services results in over-dependence of
people on private sector for getting health services. In India, the share of private sector
on healthcare expenditure constitutes around 60 per cent in 2012 (World Health

Statistics, 2012).
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Check Your Progress:

Q.No Short Questions LOCF Mapping
1. Define health insurance. Explain its key features such as premium, deductible, | K1 | CO1 PO2
copayment and coinsurance.
2. Explain the theory of risk and insurance with reference to risk aversion and risk | K6 | CO2 | PO5
pooling.
What are adverse selection and moral hazard in health insurance? K1 |[CO3 |PO1
4, Briefly explain the need for government health insurance in India. K2 | CO4 | PO1
5. State the major ethical issues involved in medical tourism. K5 | CO2 | PO4
Q.No Essay Type Questions LOCF Mapping
1. Discuss the theory of risk and insurance and explain how risk aversion K1 |CO4 | PO1
influences demand for health insurance.
2. Examine the problem of market failure in health insurance with special reference | K3 | CO2 | PO3
to information asymmetry.
3. Explain the different government health insurance schemes in India and evaluate | K5 | CO5 PO4
their role in improving healthcare access.
4. Discuss the need for and importance of private health insurance in India in the K5 | COl1 | PO4
context of rising medical costs.
5. Analyse the ethical issues in medical tourism and suggest measures to ensure K2 | CO5 PO2

ethical healthcare practices.
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UNIT -V
HEALTH SERVICES AND MEDICAL INSURANCE
Health Insurance-Types of Insurance Policies in India- Medical Ethics - Medical
Tourism.
Health Insurance

In general, health insurance is a safe guard against rising medical care. Health
insurance is emerging as an important financing tool in medical care needs of the people
(Ahuja, 2004). Having insurance does not protect a person against illness, but it can
provide a measure of protecting against the financial consequences of an illness.
Formally, insurance is defined as a means of nrotecting against risk, distorts the prices we
pay for medical care and hence directly alters the demand for medical care.

Health insurance lowers effective prices. If medical care obeys the normal laws of
economics, providing people with a health insurance policy should increase their use of
medical care. In real world, people with higher incomes often have better health insurance
that those with lower incomes, leading to more medical care use (Phelps, 2010). Those
without insurance coverage who lack the resources to pay out-of-pocket, they must rely
on public assistance and private charity for the care they receive (Henderson, 2008). The
rational response of a consumer who becomes sick creates a financial risk. Everyone have
to accept the second-best alternative of insuring against the financial risks associated with
buying medical care. Health insurance directly affects the demand for medical care
through the way it pays for health care (Phelps, 2010).

The Theory of Risk and Insurance

The theory of risk and insurance is based on the pioneering work of Friedman and

Savage (1948). Individuals enter into insurance contracts to shift the uncertainty of

financial risk to others. It is impossible to determine whether one particular individual
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will suffer from a medical condition, such as heart attack or stroke. When individuals are
combined into large groups or risks pools the probability that someone in the group will
suffer from heart attack or stroke can be attained. Some individuals are more willing to
take chances than others. But even people who willingly take chances generally prefer
less risky situations. Most people try to avoid risk. The dominant attitude among the
population is risk aversion. Risk is costly and a risk-averse person will pay to avoid
(buying health insurance) the consequences of the risk. The goal of insurance is to spread
or pool the risk over a large group of people within the population. Risk pooling works, as
long as the group purchasing insurance has the same probability of illness as the entire
population. The theory implies that “under indemnity insurance arrangements, risk averse
individuals will insure against low-probability, high-loss events”.
Health Insurance

Health insurance is a type of insurance coverage that pays for medical and
surgical expenses incurred by the insured. It can also provide coverage for other types of
health-related expenses, such as preventive care, mental health services, and prescription
medications.
Key Features of Health Insurance:
Premium: The amount paid periodically (monthly or annually) by the insured to maintain
coverage.
Deductible: The amount the insured must pay out of pocket before the insurance company
starts covering expenses.
Copayment: A fixed amount that the insured pays for a specific service, such as a doctor's
visit or prescription.
Coinsurance: The percentage of costs that the insured pays after reaching the deductible,

while the insurer covers the remaining percentage.
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Network: A group of doctors, hospitals, and other healthcare providers that have
contracted with the insurance company to provide services at reduced rates.

Exclusions: Specific conditions or services that are not covered by the insurance policy.
Coverage Limits: Maximum amounts that the insurance will pay for specific services or
overall expenses within a policy period.

Types of Health Insurance:

Employer-sponsored Insurance: Provided through an employer, often as part of an
employee benefits package.

Government Programs: Such as Medicare (for seniors and certain younger individuals
with disabilities) and Medicaid (for low-income individuals and families).

Individual Plans: Purchased directly by individuals or families from insurance companies
or through health insurance marketplaces.

Health insurance helps mitigate the financial burden of medical expenses and promotes
access to necessary healthcare services.

Need for Health Insurance

Health insurance is essential for several reasons, providing financial protection and access
to necessary healthcare services. Here are some key reasons highlighting its need:

1. Financial Protection

Unexpected Medical Expenses: Health insurance helps cover costs associated with
unforeseen medical emergencies, surgeries, or hospital stays, protecting individuals from
high out-of-pocket expenses.

Cost Management: By paying a premium, individuals can manage their healthcare costs
more effectively, preventing unexpected financial strain.

2. Access to Healthcare Services
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Regular Check-ups: Insurance often covers preventive services like annual check-ups,
vaccinations, and screenings, promoting early detection of health issues.

Specialist Care: Insurance plans usually provide access to a network of healthcare
providers and specialists, making it easier for insured individuals to seek specialized
treatment when needed.

3. Improved Health Outcomes

Timely Treatment: With insurance, individuals are more likely to seek medical care
promptly, leading to better health outcomes and reduced severity of diseases.

Medication Coverage: Many plans include coverage for essential medications, making it
more affordable for individuals to manage chronic conditions.

4. Peace of Mind

Security Against Health Risks: Knowing that medical expenses will be covered provides
peace of mind, allowing individuals to focus on their health rather than financial
concerns.

Protection for Families: Health insurance ensures that entire families are protected,
reducing the burden of medical costs on family finances.

5. Legal Requirement

In some countries, health insurance is mandatory. For example, the Affordable Care Act
in the United States requires individuals to have health insurance or face penalties,
emphasizing the importance of having coverage.

6. Support for Long-term Health Needs

Chronic Disease Management: Health insurance provides ongoing support for individuals
with chronic illnesses, helping them manage their conditions effectively through regular

care and medication.
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Mental Health Services: Many plans cover mental health services, recognizing the

importance of mental well-being in overall health.

7. Promoting Healthier Lifestyles

Preventive Care Incentives: Some insurance plans offer incentives for participating in

wellness programs, encouraging healthier lifestyle choices and preventative measures.
Overall, health insurance is vital for ensuring individuals can access necessary

medical care without facing overwhelming financial burdens, ultimately contributing to

better public health and well-being.

Health Insurance and Market Failure

Market failure in the context of health insurance refers to situations where the allocation

of healthcare resources is not efficient, leading to suboptimal outcomes for individuals

and society. Several factors contribute to market failure in the health insurance market:

1. Asymmetric Information

Definition: In health insurance, there is often an imbalance of information between buyers

(consumers) and sellers (insurers). Consumers typically know more about their health

status and risks than insurers.

Impact: This can lead to adverse selection, where individuals with higher health risks are

more likely to purchase insurance, driving up costs for insurers and potentially leading to

higher premiums or insurers exiting the market.

2. Moral Hazard

Definition: Moral hazard occurs when individuals with health insurance engage in riskier

behavior or utilize more healthcare services than necessary because they are shielded

from the full cost of those services.

Impact: This can lead to overutilization of healthcare resources, increasing costs for

insurers and potentially resulting in higher premiums for everyone.
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3. Externalities

Definition: Externalities occur when the actions of individuals or organizations have
unintended effects on others. In health care, this can include positive externalities, such as
vaccinations that protect not only the vaccinated individual but also the community.
Impact: The market may underprovide essential services (like vaccines) because
individuals may not consider the broader societal benefits, leading to lower overall public
health and increased costs later.

4. Market Power

Definition: Some insurance companies may hold significant market power, allowing them
to set prices and terms that are not competitive, which can lead to inefficiencies in the
market.

Impact: This can result in higher premiums, reduced access to necessary services, and
limited choices for consumers.

5. Access and Equity Issues

Definition: Market failure can lead to disparities in access to health insurance, with low-
income individuals or those with pre-existing conditions finding it difficult to obtain
affordable coverage.

Impact: This can result in unequal health outcomes and increased healthcare costs for
society due to untreated conditions.

6. Public Goods and Inadequate Funding

Definition: Some health services (like emergency preparedness or public health
campaigns) can be considered public goods that may not be adequately funded by the
market.

Impact: Insufficient investment in these areas can lead to increased health risks for the

population, affecting overall public health and increasing costs in the long run.
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Solutions to Address Market Failure in Health Insurance
Regulation and Oversight: Governments can implement regulations to ensure that
insurance companies provide adequate coverage, prevent discrimination against high-risk
individuals, and limit excessive pricing.
Subsidies and Incentives: Providing subsidies for low-income individuals can help
increase access to insurance and healthcare services, addressing equity issues.
Public Health Initiatives: Investing in public health programs and preventive care can
help mitigate negative externalities and improve overall community health.
Health Education: Educating consumers about healthcare services, healthy behaviors, and
insurance options can help reduce asymmetric information and moral hazard.
Integrated Care Models: Encouraging integrated care models that focus on preventive
services can help address some of the inefficiencies associated with fragmented
healthcare systems.
Addressing market failure in health insurance is crucial for ensuring that individuals have
access to necessary healthcare services while also promoting overall public health and
economic efficiency.
Information Asymmetries

Information asymmetry occurs when one party in a transaction has more or better
information than the other party. This imbalance can lead to market inefficiencies and is
particularly significant in various sectors, including health insurance, where it can affect
decision-making and outcomes. Here’s a detailed look at information asymmetries,
particularly in the context of health insurance:
Types of Information Asymmetries

Adverse Selection

61



Definition: This occurs when individuals with higher health risks are more likely to seek
insurance, while healthier individuals may opt out due to lower perceived need. Insurers
may not have complete information about the health status of applicants.

Impact: This can lead to a pool of insured individuals that is sicker on average than the
general population, resulting in higher claims and increased premiums. In extreme cases,
this can drive insurers out of the market.

Moral Hazard

Definition: After purchasing insurance, individuals may take on more risk or utilize more
healthcare services than they would if they were fully responsible for the costs because
they are insulated from the financial consequences.

Impact: This can lead to overutilization of medical services, driving up costs for insurers,
which may then result in higher premiums for all insured individuals.

Lack of Transparency

Definition: Consumers may lack information about the terms, conditions, and quality of
different insurance plans, making it challenging to make informed choices.

Impact: This can lead to consumers selecting suboptimal plans that do not meet their
needs, resulting in poor health outcomes and financial strain.

Quality of Care Information

Definition: Patients often do not have sufficient information about the quality of care
provided by different healthcare providers or institutions.

Impact: This can lead to decisions based on factors other than quality, potentially
resulting in subpar healthcare outcomes.

Consequences of Information Asymmetries

Market Inefficiencies: Information asymmetries can result in inefficiencies where

resources are not allocated optimally, leading to waste and increased costs.
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Higher Premiums: Insurers may raise premiums to cover the higher risks associated with
adverse selection, making insurance less affordable for everyone.

Limited Access: Some individuals may remain uninsured or underinsured due to the
complexities of understanding insurance options and associated costs.

Reduced Trust: Asymmetries can lead to a lack of trust between consumers and insurers,
further complicating the relationship and affecting overall market dynamics.

Addressing Information Asymmetries

To mitigate the effects of information asymmetries in health insurance, several strategies
can be implemented:

Regulation and Oversight: Governments can mandate transparency in health insurance
offerings, requiring insurers to provide clear information about coverage, costs, and
exclusions.

Standardized Information: Providing standardized information on insurance policies can
help consumers make better comparisons and informed choices.

Risk Assessment Tools: Insurers can develop more sophisticated risk assessment tools to
better evaluate applicants’ health risks without discriminating against those with pre-
existing conditions.

Consumer Education: Increasing consumer education about health insurance, including
the importance of preventive care and the benefits of different plans, can help individuals
make more informed choices.

Encouraging Preventive Care: Insurance plans can be designed to encourage preventive
care services, reducing the risk of moral hazard by incentivizing healthier behaviors.

By addressing information asymmetries, the health insurance market can function more
efficiently, improving access to care, promoting better health outcomes, and maintaining

affordability.
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Government Health Insurance

Government health insurance programs vary by country but typically aim to provide
coverage for a range of medical services and reduce the financial burden of healthcare on
citizens. Here’s a brief overview of some prominent government health insurance
programs:

United States

Medicare: A federal program primarily for people aged 65 and older, as well as certain
younger individuals with disabilities. It has different parts covering hospital care, medical
services, and prescription drugs.

Medicaid: A state and federal program that provides health coverage to low-income
individuals and families. Eligibility and benefits can vary significantly by state.

Children's Health Insurance Program (CHIP): Provides health coverage to children in
families with incomes too high to qualify for Medicaid but too low to afford private
coverage.

Canada

Canada Health Act: Ensures that all citizens have access to medically necessary hospital
and physician services without direct charges. Each province and territory administers its
own health insurance plan, funded primarily through taxation.

United Kingdom

National Health Service (NHS): Provides healthcare services to all residents, funded
through general taxation. It covers a wide range of services, including hospital stays,
doctor visits, and preventive care.

India
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Ayushman Bharat: A health insurance scheme aimed at providing coverage to
economically vulnerable families. It covers a wide range of health services and hospital
treatments.
Australia
Medicare: Provides free or subsidized healthcare to Australian residents. It covers
services like hospital treatment, doctor visits, and some allied health services.
Key Features of Government Health Insurance
Coverage: Typically includes hospital care, outpatient services, preventive care, and
sometimes prescription drugs.
Cost: Funded through taxes or government budgets, aiming to minimize out-of-pocket
expenses for individuals.
Accessibility: Designed to provide equitable access to healthcare services, reducing
disparities based on income or socioeconomic status.
Benefits and Challenges
Benefits:
Reduces financial strain on individuals and families.
Promotes public health by facilitating access to necessary services.
Can lead to improved health outcomes on a population level.
Challenges:
Funding constraints can limit coverage and services.
Wait times for certain procedures can be long in some systems.
Balancing quality of care with cost containment can be difficult.
Need for Government Health Insurance:
Government health insurance plays a crucial role in ensuring the health and well -

being of a population, particularly for those who may not have access to private insurance
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or adequate healthcare resources. Here are key reasons why government health insurance
is important:

1. Universal Access to Healthcare

Government health insurance ensures that everyone, regardless of income, social status,
or pre-existing conditions, has access to essential medical services. This reduces
healthcare disparities and promotes equity in the healthcare system.

2. Financial Protection

Medical expenses can be a significant financial burden, leading to debt or
impoverishment for families. Government health insurance protects individuals from
catastrophic health expenses, helping them avoid financial ruin due to unexpected
medical emergencies.

3. Public Health Improvement

By providing coverage for preventive care, vaccinations, and early treatment, government
health insurance helps improve public health outcomes. This reduces the spread of
diseases, lowers overall healthcare costs, and promotes a healthier population.

4. Cost Control and Efficiency

Government-run health insurance programs often have the bargaining power to negotiate
lower prices for medical services and medications. Additionally, centralized systems can
reduce administrative costs and streamline healthcare delivery, potentially making the
system more efficient than fragmented private insurance markets.

5. Support for Vulnerable Populations

Low-income families, the elderly, and individuals with disabilities or chronic illnesses
may not be able to afford private insurance. Government health insurance programs like
Medicaid and Medicare (in the U.S.) or similar programs in other countries specifically

target these vulnerable groups, ensuring they receive the care they need.
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6. Boosting National Productivity
A healthier workforce is a more productive one. By providing access to healthcare,
government health insurance helps maintain a population's overall health, leading to
fewer sick days, better job performance, and higher economic productivity.
7. Promoting Social Stability
When people know that they have access to healthcare, regardless of their economic
situation, it reduces anxiety and social tensions related to healthcare access. This sense of
security can promote social stability and reduce inequality in society.
In summary, government health insurance is essential to ensure equitable access to
healthcare, financial protection, improved public health, and a more efficient healthcare
system. It can also play a key role in promoting social cohesion and economic stability
Types of Government Health Insurance

Government health insurance programs vary by country, but here are some
common types of government-sponsored health insurance plans, focusing primarily on
systems in countries like the U.S., U.K., and India:
1. Medicare (United States)
Description: Medicare is a federal health insurance program primarily for people aged 65
and older, but it also covers certain younger individuals with disabilities and people with
End-Stage Renal Disease (ESRD).
Parts:
Part A: Hospital Insurance (covers inpatient care, nursing facilities, and hospice care).
Part B: Medical Insurance (covers outpatient services, preventive care, doctor visits).
Part C (Medicare Advantage): Offers Medicare benefits through private insurance
companies.

Part D: Prescription Drug Coverage.
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2. Medicaid (United States)

Description: Medicaid is a state and federal program that provides health coverage for
low-income individuals and families. It also covers some people with disabilities.
Eligibility: Varies by state, but generally, it is based on income level and family size.
Services Covered: Hospital services, physician services, lab tests, preventive services,
nursing home care, and sometimes prescription drugs.

3. National Health Service (NHS) (United Kingdom)

Description: The NHS provides universal healthcare to all residents of the U.K. based on
need rather than ability to pay. It is funded through general taxation.

Services Covered: Hospital stays, doctor visits, preventive services, emergency care, and
prescription drugs (though small fees may apply in some cases, like prescriptions).

4. Ayushman Bharat (India)

Description: This is India’s national health protection scheme, aimed at providing health
coverage to economically weaker sections.

Components:

Pradhan Mantri Jan ArogyaYojana (PM-JAY): Provides health insurance for secondary
and tertiary care for low-income individuals.

Health and Wellness Centers: Focuses on delivering primary care and preventive
healthcare.

5. Employees' State Insurance Scheme (India)

Description: This scheme is designed for Indian workers and their families. It offers
medical benefits, financial support during illness, maternity benefits, and coverage for
work-related injuries.

Eligibility: For employees earning below a certain income threshold.

6. TRICARE (United States)

68



Description: TRICARE provides healthcare to U.S. military personnel, retirees, and their
families. It covers active-duty service members, retired military personnel, and their
families.

Services Covered: Hospital services, outpatient care, prescription drugs, and specialized
services like mental health care.

7. Public Health Insurance in Canada

Description: Canada's healthcare system is publicly funded through general taxes. Each
province and territory has its own health insurance plan.

Services Covered: Medically necessary services, hospital stays, physician visits, and
diagnostic services. Prescription drugs and dental care are often not covered.

8. Social Health Insurance Programs (Germany, France, and Other European Countries)
Germany:

Description: Germany has a system of statutory health insurance (SHI), which is
compulsory for all employed individuals earning below a certain threshold. It’s funded by
contributions from employees and employers.

Services Covered: Comprehensive medical care, including hospital stays, doctor visits,
and preventive care.

France:

Description: France has a universal healthcare system, largely funded through public
contributions. French residents are required to pay into social health insurance.

Services Covered: Doctor visits, hospital care, prescription drugs, and mental health
services.

9. Veterans Health Administration (VHA) (United States)

Description: The VHA provides healthcare services to eligible military veterans at VA

medical centers and outpatient clinics across the U.S.
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Services Covered: Comprehensive medical services, including hospitalization, mental
health, rehabilitation, and specialty services.

10. RashtriyaSwasthyaBimaYojana (RSBY) (India)

Description: A government-run health insurance scheme for unorganized workers. It aims
to provide hospitalization coverage to the poor and economically disadvantaged.

Services Covered: Inpatient hospital expenses for various conditions, including surgeries
and medical treatments.

Summary

These programs are designed to provide healthcare access to various groups, such as
seniors, low-income families, military personnel, and veterans. The specific services
covered and eligibility criteria depend on each program's structure, country, and funding
source.

Different Schemesof Government Health Insurance in India

India has several government health insurance schemes aimed at improving healthcare
accessibility, particularly for the economically vulnerable sections of society. Here’s an
overview of some of the major health insurance schemes:

1. Ayushman Bharat - Pradhan Mantri Jan ArogyaY ojana (PMJAY)

Launch Year: 2018

Target Group: Poor and vulnerable families

Coverage: Offers coverage of up to X5 lakh per family per year for secondary and tertiary
care hospitalization.

Benefits: Cashless and paperless access to services at public and empanelled private
hospitals across India.

Features: Provides free hospitalization for approximately 1,350 medical packages across

24 specialties including cardiology, oncology, and orthopedics.
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2. RashtriyaSwasthyaBimaY ojana (RSBY)

Launch Year: 2008 (now subsumed under PMJAY)

Target Group: Below Poverty Line (BPL) families

Coverage: Provides annual health insurance of 30,000 for a family of five for
hospitalization expenses.

Features: Includes both public and private healthcare providers.

Status: It has now been integrated with the Ayushman Bharat PMJAY for better
management.

3. Employees' State Insurance Scheme (ESI)

Launch Year: 1952

Target Group: Workers earning a salary of 321,000 or less per month in establishments
registered under the ESI Act.

Coverage: Provides comprehensive medical care for the insured employee and their
family members. Includes cash benefits in case of sickness, maternity, disability, and
death due to employment injury.

Features: ESI beneficiaries can access healthcare services at ESI hospitals and
dispensaries.

4. Central Government Health Scheme (CGHS)

Launch Year: 1954

Target Group: Central government employees, pensioners, and certain other specified
groups.

Coverage: Provides comprehensive healthcare services, including outpatient and inpatient
care, at government health facilities.

Features: Beneficiaries can avail healthcare at government hospitals, CGHS-empanelled

hospitals, and wellness centers.
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5. AamAadmiBimaY ojana (AABY)

Launch Year: 2007

Target Group: Rural landless households

Coverage: Provides health insurance to the head of the family or earning member in rural
landless households.

Features: Offers life insurance benefits (natural and accidental death coverage) with some
healthcare benefits as well.

6. Pradhan MantriSurakshaBimaY ojana (PMSBY)

Launch Year: 2015

Target Group: All savings bank account holders (18 to 70 years old)

Coverage: Accidental death and disability insurance coverage of X2 lakh for death and X1
lakh for partial permanent disability.

Premium: %12 per annum.

Features: Provides accident-related insurance, not comprehensive health insurance.

7. Pradhan MantriJeevanJyotiBimaY ojana (PMJJBY)

Launch Year: 2015

Target Group: All savings bank account holders (18 to 50 years old)

Coverage: Provides life insurance coverage of X2 lakh in case of death for any reason.
Premium: X330 per annum.

Features: It is a life insurance scheme with no direct healthcare benefits but helps families
in case of an income earner's death.

8. State-Specific Health Insurance Schemes

Many Indian states run their own health insurance schemes tailored to the needs of their
populations. For example:

Mahatma JyotibaPhule Jan ArogyaYojana (MJPJAY) in Maharashtra
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Dr. YSR Aarogyasri Scheme in Andhra Pradesh and Telangana
KarunyaArogyaSurakshaPadhathi in Kerala
MukhyamantriAmrutumYojana in Gujarat

These schemes provide healthcare coverage in collaboration with public and
private healthcare institutions, offering benefits similar to the national programs but
focusing more on the state's specific needs.
Conclusion

Government health insurance schemes in India are designed to address the
healthcare needs of various sections of society, especially the poor and economically
weaker sections. They aim to reduce the financial burden of healthcare on individuals by
offering affordable or free healthcare services.
Private Health Insurance

Private health insurance in India complements the government-sponsored schemes
by offering a wide range of products catering to different income groups and needs.
Unlike government schemes, private health insurance policies are typically more
customizable and available to anyone who can afford the premiums. Here’s an overview
of private health insurance in India:
1. Types of Private Health Insurance Policies
a) Individual Health Insurance
Coverage: Provides coverage to a single individual for medical expenses like
hospitalization, surgery, and other treatments.
Features: The sum insured is applicable only to the insured individual. Policies can
include coverage for a wide range of illnesses, cashless treatment at network hospitals,
and post-hospitalization expenses.

b) Family Floater Health Insurance
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Coverage: Extends health insurance to an entire family under a single plan.

Features: The sum insured is shared among family members, which includes the insured,
spouse, children, and sometimes dependent parents. These policies offer more economical
premium options compared to individual plans for each family member.

c) Critical Illness Insurance

Coverage: Provides a lump sum amount upon diagnosis of critical illnesses such as
cancer, heart attack, stroke, kidney failure, etc.

Features: This insurance pays out a fixed sum upon diagnosis, irrespective of the actual
medical expenses. It helps cover the cost of expensive treatments that are generally not
covered by basic health insurance.

d) Top-up and Super Top-up Insurance

Coverage: Acts as supplementary insurance to an existing policy, kicking in when the
medical expenses exceed a threshold limit known as the "deductible."

Features: Super top-up plans cover multiple claims during a year, whereas top-up plans
typically cover only a single claim exceeding the deductible limit.

e) Senior Citizen Health Insurance

Coverage: Designed for individuals above the age of 60, covering health issues
commonly faced by the elderly.

Features: These policies often cover diseases such as diabetes, hypertension, and other
age-related health conditions, but usually come with higher premiums and limited
coverage compared to regular health insurance.

f) Group Health Insurance

Coverage: Provided by employers to their employees as part of a benefits package.
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Features: Covers employees and sometimes their dependents for medical expenses. Group
health insurance plans are typically more affordable for employers due to economies of
scale and are often customizable based on company size and employee requirements.

2. Popular Private Health Insurance Companies in India

Several private insurance companies offer health insurance policies. Some of the leading
players include:

a) Star Health and Allied Insurance

Known for its comprehensive health insurance products, Star Health is popular for
individual and family health plans, including coverage for COVID-19 and critical
illnesses.

b) ICICI Lombard General Insurance

Offers a variety of health insurance policies, including individual, family, and critical
illness plans. It is known for quick claim settlement and wide network hospital coverage.
¢) HDFC ERGO Health Insurance

A key player in the health insurance market, HDFC ERGO provides individual, family
floater, and critical illness policies. It has a strong focus on customer service and digital
claims processing.

d) Max Bupa Health Insurance

Provides a range of policies, including individual, family floater, and top-up plans. Max
Bupa is known for its easy-to-understand policies and comprehensive hospitalization
coverage.

e) Religare Health Insurance (now Care Health Insurance)

Known for offering a broad range of policies, including health plans for individuals,
families, and senior citizens. It also offers critical illness and top-up plans.

f) Tata AlIG Health Insurance
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Offers a variety of health insurance plans, including group and individual policies. Tata
AIG is known for its high claim settlement ratio and additional benefits like wellness
programs.

g) ManipalCigna Health Insurance

Offers health insurance policies with coverage for pre-existing conditions and wellness
benefits. ManipalCigna is known for its comprehensive coverage and preventive health
check-ups.

3. Key Features of Private Health Insurance

a) Cashless Treatment

Most private health insurers offer cashless treatment at network hospitals, where
policyholders can receive treatment without paying upfront, as the insurance company
settles the bill directly with the hospital.

b) Coverage for Pre-existing Conditions

After a waiting period (typically 2-4 years), most private health insurance policies cover
pre-existing diseases such as diabetes or hypertension.

c) Daycare Procedures

Many private health insurance plans cover treatments that do not require 24-hour
hospitalization, such as cataract surgery, chemotherapy, and dialysis.

d) Preventive Healthcare

Some private health insurance policies offer coverage for preventive healthcare, including
health check-ups, vaccinations, and screenings.

e) No Claim Bonus (NCB)

Policyholders are rewarded with a No Claim Bonus for every claim-free year. This
increases the sum insured without a corresponding rise in premium.

f) Maternity and Newborn Coverage
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Some private health insurance plans provide coverage for maternity-related expenses,
including delivery costs and newborn baby coverage.

g) Add-on Riders

Policyholders can enhance their base policy with add-ons such as personal accident cover,
critical illness cover, hospital daily cash allowance, etc.

4. Claim Process

Private health insurance claims can be processed in two ways:

Cashless Claims: Available at network hospitals, where the insurer directly pays the
hospital.

Reimbursement Claims: In non-network hospitals, the policyholder has to pay the
medical bills first and then submit the bills for reimbursement.

5. Factors to Consider When Choosing Private Health Insurance

a) Sum Insured

It’s important to choose an adequate sum insured to cover potential medical expenses,
considering the rising healthcare costs.

b) Network Hospitals

Check the insurer’s network hospitals for cashless treatment options, especially in your
preferred location.

c) Waiting Period for Pre-existing Diseases

Consider the waiting period for coverage of pre-existing conditions if you have existing
medical issues.

d) Claim Settlement Ratio

The claim settlement ratio indicates how many claims the insurer settles successfully. A
higher ratio means a better chance of your claims being processed smoothly.

e) Premium Costs
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Premiums vary based on the insured's age, health status, sum insured, and additional
benefits. Compare policies for cost-effectiveness.
Conclusion
Private health insurance in India is increasingly becoming essential due to rising
healthcare costs and the limitations of government schemes. These policies offer more
flexibility, better coverage options, and customization, making them ideal for individuals
seeking comprehensive health protection. However, it's crucial to assess your specific
health needs and financial capacity before choosing a policy.
Need of Private Health Insurance

Private health insurance plays a crucial role in India’s healthcare system,
particularly as healthcare costs rise and the limitations of government health schemes
come into focus. Here are some key reasons why private health insurance is increasingly
essential:
1. Rising Medical Costs
Need: Healthcare expenses in India are increasing rapidly, especially in private hospitals.
Costs for surgeries, treatments, and even outpatient services have grown significantly,
making quality care unaffordable for many.
Solution: Private health insurance helps cover hospitalization costs, surgery fees,
consultation charges, medicines, and more, easing the financial burden on individuals and
families.
2. Inadequate Coverage under Government Schemes
Need: Although government health insurance schemes like Ayushman Bharat offer
coverage to the economically weaker sections, they often come with limitations such as

lower coverage amounts, limited treatment options, and fewer network hospitals.
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Solution: Private health insurance offers higher sum insured amounts and a wider network
of hospitals, providing more comprehensive coverage and access to better healthcare
facilities.

3. Access to Quality Healthcare

Need: Many prefer private healthcare providers due to the perceived better quality of
treatment, shorter waiting times, and access to advanced medical technologies. However,
private healthcare is often expensive.

Solution: Private health insurance policies often include cashless treatment in top-tier
private hospitals, allowing policyholders to access quality healthcare without worrying
about upfront payment.

4. Protection Against Medical Inflation

Need: Healthcare costs are subject to inflation, with hospital charges, doctor consultation
fees, and the cost of medicines increasing yearly.

Solution: A private health insurance policy protects policyholders from these rising costs
by ensuring that their medical bills are covered, even as healthcare costs inflate over time.
5. Comprehensive Coverage

Need: Government health schemes and employer-provided group insurance may not
cover all healthcare needs, such as outpatient care, maternity benefits, daycare
procedures, or critical illness treatments.

Solution: Private health insurance provides a wide range of coverage, including pre- and
post-hospitalization expenses, daycare treatments (e.g., cataract surgery), maternity care,
mental health treatments, and critical illnesses like cancer or heart disease. Additionally,
it offers flexibility in choosing specific riders for enhanced coverage.

6. Tax Benefits

Need: Taxpayers look for ways to reduce their taxable income and save money legally.
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Solution: Private health insurance premiums qualify for tax deductions under Section 80D
of the Income Tax Act. Policyholders can claim deductions of up to 325,000 for
premiums paid for themselves, their spouse, and children, and an additional 50,000 for
premiums paid for senior citizen parents.

7. Cashless Treatment

Need: In emergencies, paying hospital bills upfront can be a challenge, especially if the
treatment is costly and unplanned.

Solution: Private health insurance policies offer cashless treatment options at network
hospitals, where the insurance company directly settles the bill with the hospital,
removing the need for the insured to make out-of-pocket payments at the time of
admission or discharge.

8. Customized Plans for Individual Needs

Need: Every individual has unique healthcare needs depending on age, health condition,
family size, and financial capacity.

Solution: Private health insurance offers various plans tailored to specific needs—
individual plans, family floater plans, critical illness policies, maternity covers, and top-
up plans, ensuring that policyholders get personalized coverage based on their
circumstances.

9. Coverage for Pre-existing and Critical IlInesses

Need: Many people suffer from pre-existing conditions like diabetes, hypertension, or
heart disease, which may require expensive ongoing treatment. Critical illnesses like
cancer and stroke involve significant financial burdens due to long-term treatment.
Solution: Private health insurance, after a waiting period, covers pre-existing conditions.

Specialized critical illness plans provide lump-sum payouts that can be used for advanced
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and expensive treatments, offering financial protection when faced with major health
challenges.

10. Long-term Savings

Need: Individuals aim to avoid draining their savings for medical emergencies, as out-of-
pocket healthcare expenses can severely impact long-term financial planning.

Solution: By paying regular premiums, private health insurance ensures that medical
expenses are managed without dipping into personal savings, allowing individuals to
secure their future financial well-being.

11. No Claim Bonus (NCB)

Need: Policyholders expect rewards or benefits for maintaining good health and not
making claims.

Solution: Many private health insurance companies offer a No Claim Bonus (NCB),
where the sum insured increases for every claim-free year, providing more coverage
without increasing premiums.

12. International Coverage

Need: Many individuals travel abroad or seek advanced medical treatments that are
unavailable in India, and they want protection beyond domestic healthcare.

Solution: Some private health insurance policies offer international coverage for
emergency medical treatment, ensuring that the policyholder is protected even when
traveling outside India.

13. Support for Lifestyle Diseases

Need: As lifestyle-related diseases like diabetes, hypertension, and obesity become more

common, regular check-ups and treatments are needed to manage these conditions.
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Solution: Private health insurance often includes coverage for lifestyle diseases, as well as
preventive healthcare services like annual health check-ups, screenings, and wellness
programs to promote healthier living.

Conclusion

Private health insurance is no longer just an option, but a necessity in India’s evolving
healthcare landscape. It provides a safety net against rising medical costs, ensures access
to quality healthcare, and offers comprehensive coverage for a range of medical needs.
Additionally, it provides flexibility, cashless benefits, and tax savings, making it a
valuable financial planning tool to safeguard health and wealth simultaneously.

Medical Ethics - Medical Tourism.

Medical tourism refers to the practice of people traveling across international borders to
receive medical treatment. While this growing industry offers opportunities for patients to
access affordable or advanced healthcare, it also raises several medical ethical concerns
that must be critically examined.

What is Medical Tourism?

Medical tourism involves patients from one country traveling to another for medical care.
Common treatments include:

Elective surgeries (e.g., cosmetic, orthopedic)

Dental procedures

Fertility treatments

Organ transplants

Cancer therapies

Cardiac surgeries

Popular destinations include India, Thailand, Mexico, Malaysia, and Turkey due to lower

costs, modern hospitals, and English-speaking healthcare professionals.
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Key Ethical Issues in Medical Tourism

1. Informed Consent
Patients may not fully understand the risks due to language or cultural barriers.
Providers may not disclose all potential complications or long-term outcomes.
There is a risk of coercive marketing or overselling services.

2. Quality and Continuity of Care
Variations in medical standards across countries can lead to substandard care.
Post-operative care and follow-up are often neglected once the patient returns
home.
Medical complications that arise after travel may not be adequately addressed.

3. Equity and Access
In host countries, private hospitals may prioritize foreign patients who pay more,
reducing access for local citizens.
Resource diversion (e.g., specialists and ICU beds) may create inequalities in the
national healthcare system.

4. Organ and Tissue Transplantation Ethics
In countries with weak regulations, there is a risk of illegal organ trade or
exploitation of vulnerable donors.
"Transplant tourism™ has been condemned by the World Health Organization
(WHO) due to human rights violations.

5. Professional Accountability
Medical malpractice in foreign countries may not be governed by the same legal
standards.
Patients have limited recourse if they suffer negligence or harm.

Lack of international regulatory frameworks undermines transparency.
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6. Exploitation of Poor Countries
Host countries may prioritize economic gain over ethical patient care.
Health systems might be reshaped to favor foreigners, neglecting public health
needs.
There are concerns about “medical colonialism,” where richer patients from
developed countries exploit cheaper healthcare systems.

7. Commercialization of Healthcare
Overemphasis on profit turns healthcare into a commodity rather than a human
right.
Ethical values such as empathy, care, and patient dignity may be undermined by
commercial interests.

Ethical Guidelines and Principles
Medical tourism must align with global ethical principles such as:
Autonomy — Ensuring patients make informed, voluntary decisions.
Non-maleficence — "Do no harm™ — Avoid causing physical or psychological
injury.
Beneficence — Act in the best interest of the patient.
Justice — Ensure fair treatment and distribution of healthcare resources.
Transparency and Accountability — Honest communication between all
stakeholders (doctors, hospitals, patients).
Organizations such as the World Medical Association (WMA) and Medical
Tourism Association advocate for ethical standards and patient protection

frameworks.
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Ethical Medical Tourism: A Balanced Approach

To ensure ethical medical tourism:

Accreditation of hospitals (e.g., JCI certification)

International legal cooperation to protect patients’ rights

Informed consent in native languages

Medical travel insurance and malpractice protection

Government regulations in both host and home countries
Conclusion

While medical tourism offers economic and health benefits, ethical safeguards are
essential to protect patient rights, promote equitable access, and uphold the integrity of
healthcare systems. It is the responsibility of governments, healthcare providers, and
patients to ensure that medical tourism does not violate fundamental principles of medical

ethics.

*k*
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Check your Progress:

Q. No Short Questions LOCF Mapping

1. | Define health insurance. Explain its key features such as premium, | K1 | CO1 | PO2
deductible, copayment and coinsurance.
2. | Explain the theory of risk and insurance with reference to risk aversion and | K6 | CO2 | PO5

risk pooling.
What are adverse selection and moral hazard in health insurance? K1 |CO3 | PO1
4, Briefly explain the need for government health insurance in India. K2 | CO4 | POl
5. | State the major ethical issues involved in medical tourism. K5 | CO2 |PO4
Q.No Essay Type Questions LOCF Mapping
1. Discuss the theory of risk and insurance and explain how risk aversion K1 |CO4 | POl

influences demand for health insurance.
2. | Examine the problem of market failure in health insurance with special K3 | CO2 | PO3
reference to information asymmetry.
3. Explain the different government health insurance schemes in India and K5 | CO5 | PO4
evaluate their role in improving healthcare access.
4. | Discuss the need for and importance of private health insurance in Indiain | K5 | CO1 | PO4
the context of rising medical costs.
5. | Analyse the ethical issues in medical tourism and suggest measures to K2 | CO5 | PO2

ensure ethical healthcare practices.

Course Outcomes Programme
Outcomes
CO On completion of this course, students will

1 Understand the importance of Health Indicators. PO1,PO2

2 Evaluate the components of Demand of Healthcare. PO3,P0O6,PO8

3 Anal_yze the importance of Supply of Healthcare PO2.POG.
Services.

4 Rewevv_ the Existing Health Infrastructure and Budget PO1.PO2.POS
Allocation.

5 Trace the growth of Medical Tourism in India and | PO1,PO2,
understand the need for Health Insurance. PO3,PO4

Textbooks

1 Xamer Martinez Giralt (2010), “Principles of Health Economics”,

Routledge, 2010
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2 Banerjee, D. (1975), social and Cultural Foundations of Health Service
Systems of India, Inquiry, Supplement to Vol. XIlI, Junel975

3 Jay Bhattacharya,Timothy Hyde and Peter Tu, * Health Economics”,
Palgrave Macmillian,2014

4 Peter Zweifel, Friedrich Breyer, Mathias Kifmann, “Health Economics,
Springer Berlin Heidelberg,2009

5 Barbara McPake, Charles Normand, Charles E. M. Normand, “ Health
Economics: An International Perspective”, Routlegde, 2008
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1. Himanshu Sekhar Rout and Prasant Kumar Panda(2010) Health Economics
in India

2. Edwin G Dolan and John C Goodman

3. D. Amutha (2016) “A Textbook of Health Economics”, Edition 1,
Mangalam Publishers and Distributers, Chennai.

4. Charles E. Phelps, Health Economics”, Routlegde,2017

5. Jan Abel Olsen, “Principles in Health Economics and Policy”, OUP
Oxford, 2017

Web Resources

1. WWW.Census.org

2. www.NFHS.org

3. www.NSSO.org
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Mapping with Programme Outcomes:

PO | PO | PO3 |PO4 PO5 |PO6 |PO |PO8

1 |2 7
Co1 3] 3 3 3 3 3 3 3
CO?2 313 2 3 3 3 3 3
CO3 3 3 3 3 2 3 3 3
CO4 3 2 3 3 3 2 3 3
CO5 3 3 3 3 3 3 2 3
Weightage 15 | 14 14 15 15 14 14 15
Weighted percentage | 3.0 | 2.8 | 2.8 3.0 3.8 2.8 2.8 3.00

of course contribution

to POS

S-Strong-3  M-Medium-2 L-Low-1
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Level of Correlation between PSO’s and CO’s

CO /PO PSO1 PSO2 PSO3 PSO4
CO1 3 3 1 3
CO2 2 2 2 2
CO3 2 3 2 3
CO4 3 3 3 3
CO5 3 3 2 3
Weightage 13 14 10 14
Weighted percentage

of Course 2.6 2.8 2 2.8
Contribution to PSOs

Strong-3 M-Medium-2 L-Low-1
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