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Challenges

Manpower--Number ‘& Norms

‘Rural / Urban differential

Geographical-divide across States
S:E groups—accessibility/ reach-
Gaps‘hetween Policy & Action -
Health'sectemexpenditure

< Newer Infections i1 ks B
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Why bring economics to health

 New emerging diseases,

. Changlng disease profile, L
e ’Tecfhnlcal and diagnostic advances

o Longevity-of life, 1

. 'Expei_ctat'lons of people, 77 &y

o _Subsidies.and croess-subsidies
. me=BACFEASING, NON-plamexpen dHiHiey -

o Competing p_.rlorltles and

o o £ AMProving ax.ghareness among;: people;
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Economics Is.the Science which studies‘human
behavior as a relationship between ENDS and
scarce MEANS which have alternative uses—
Prof =llienelRobbins—-1932:1! '

Study how man and society end up choosing to
employ the scarce resources that could ha,ve
alternative use— - o Ty

'

Economics

Choice- DeC|5|on maklng
—— Scarce resoeurces
Alternatlve use
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(o
Health economics
 Health economics is the application of the

theories, concepts and techniques of
economlcs to the health sector.

. Study of:How-resources are allécated to and
within Health sector

o Allocation®

o Quantity

« Efficiency _
-Production of Health care and its—distribution
across pop. '
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Why Health economics

« NO health care system:has achieved
-level of spending sufficient.to meet _a!l Its
‘client needfor Health care.

e Resourcesarescarce
e “Whatwe, “want” isunlimited
e Therefore.involves.“choice”
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Higher investment'in healthﬁHigh Life expectancy

Increased Purchasing power parity

 Developing Coun}trieé :
Poor investment.in health s low Life expectancy
- T " e ol tl .-..' Pyl
Low Purchasing power, parity

B ]
ILII..III m E = | =
s |-.

SIHFW: an ISO 9001: 2008 certified Institution 9



Health expenditure
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1.

2.

Concept Of Health Economics

(o

7\

Health concept
Health Services
(a)Medical-Care —
(b)"Public Health
Services
(c) Environmental -

Medical Education,
Training and- Research—
The cost analysis of
“institutions involved in
these activities will add
up to the cost of health.

Economic concept
Cost

Capital.and,Recurring.-
Expendituré ™"

Depreciation

Health is an‘investment -
and not an expenditure.
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Demand v/s Supply

Demand for health care — influenced by
e Medical care
o Occupation: :
e Consumption pattern
*:Education
* [ncome
e Costs
~ === '« Sex marital status
e Culture etc

Monetary.V/s Non-monitory costs
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Supply of health care - influencers

 Cost of delivery
e Posslbmty of substitution .

o 'Market for-inputs (doctors nurses, drugs
equipment etc.)

e Remuneration

« "How different remunerations affect
—behavior of suppliers-of‘ health caré--
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Y
Health Care Markets .i@

e Externalities —= communicable diseases

e Asymmetric Information

e Uncertainty of Demand

. -Risk of-death / impairment of full functioning: -

* Product uncertainty —Quality?

* Unique supply-position —licensing, highty > _
subsidized medical education, social concern etc.

 Monopoly — to some.extent

Need.Gout.-intervention —efficiency VS-egulity.: «-

Regll_JIa_tion, direct'prd¥ision, Taxes/subsidies
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Need
Felt need

-+

Affordability/
Resources

_|_
Willingness

Availability

Access

expenditure

Price ( fee
and charges

Demangd,.

Supply
FW: an ISO 9001: 2008 certified Institution 16



Types of Health expenditure:

 Public'goods-

e Cannot be acquired by individuals (e.g.
, Water and Sanitation program)

s Are.used by comm'un'ity
o Externality-goods

o Individuals can acquire (e.qg. Immunl-zatlon)
» Individual tise can benefit community

 Private goods

------ * Acquired.by-individuals (e.g. anate
Hospitals)

e efwwne Used by individdals
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V
Some facts @

1,392,954 Practitioners, 125000 in Govt:, 59% In
cities
49% 0of,beds, 42% of occupgncy.(private.sector)
40 Doctor/100000;, 32 Nurses/ 100000 pop.
- (National-average-59/ 100000, 79/100000)
» Developed country average: 200/100000
76 drugs (25% of essential) under price control
20% of spending In health is on.drugs ... «

Source: CBHI-10 & MCI
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Health expenditure is 4.2, total (% of GDP)
Proportion of Total Health Exp.: Govt-20%

Private health.exp.:

<< 8004 of total health cost

~97% : OOP.
One hospit'alization: 60% of annual inecome

“Outpatient care accounts'for 61 pér:¢ent of

private healthcare spending

I [
Source: CBHI & World Bahk=
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‘Share in health care spending .
source:CBHI,NHP-2010
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~ Who really pays?

* Opportunity cost -
If we choose to do one _
thing; the-cost of doing that'"
IS the value whicl_‘_ii:)_/v:qwd
have been obtained from
the best alternative c_:hoic_g_
« Who pays - the person who
- «gees-noetreceive treatment -ipe eyra rd
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Total Govt. Expenditure on Health as % of

Source: CBHI, NHP, 2010
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Status of Expenditure in FYPs

Source: CBHI, NHP, 2010

(o

Total Plan Family

FYPs Investment Health Welfare
I 1960 65.2 0.1

|| 4672 _140.8 L
1l 8576 ke - Pl e 0
IV 15778.8 335.5 284.4
V 39322 682 - _497.4
Vi 97500 1821 1010

Vi 180000 3392 3256.2
= VHF 798000 7575.9 s = 6500

|X 859200 . 10818 15120.2
X 1484131.3 31020.3 27125

Xl 2156571 136147.0
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Expenditure Patterns

e Public expenditures —declining trends

« QOut of pocket/~increasing
burden;sespecially-the poor and in fural
areas ~

SIHFW: an ISO 9001: 2008 certified Institution
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a
Health Spending: Facts @

 Public Domain
— Center: Rs.35 bi (0.13% GDP)
_—_State: Rs.186 bi (0.72% GDP) _
' [5¢al Rs:25 bi-estimated (0.10% GDP)
— ~Social Insurance: Rs. 12 bi (0. 05% GDP)
 Private Domaln
— -Out-of-pocket: Rs 1200 bi (4. 62% GDP)

GDP) :
= harma Industry Rs. 250 bi (0.96%.GDP) .
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““Issues in Health financing:

« Reduce out-of-pocket payments

v« lncrease the accountability-towards
health care provision

» Risk:poaling & Risk sharing. = .

SIHFW: afi ISO 9001: 2008 certified Institution
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Key issues in Health financing

W

W
o~ W.
W
W

(o

nat is total spending on health
N0 IS spending it

nat-itds being spent-ony; ;
hat are the sourdes of this exp.

nat are the main trends

How efficiently funds are allocated and spent'
What can be doneto improve Health flnancmg

~e-[ncrease Kitty
* Increase allocative efficiency
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National Health Spending

Uses Central | State & Corporate/ |Households | Total

Gowvt. Local 3'd Party

Govt.

Primary Care |4.3 5.6 0.8 48.0 58.7
eCuratpve, =l i " -
Preventiveé = 1 0.4 3.0 0.8 456 49.7
 Promotive 4.0 2.7 0.0 2.4 9.0
Care
Secondaryf 09 8.4 2.5 2770 38-8
Tertiary in
Patient Care
Non Service "~ [*'079 1.6 NA NA ™ “12.5
Provision
Total |I@.1 15.6 3.3 75.0 100-0

Source: World Bank, 1995.

SIHFW: an ISO 9001: 2008 certified Institution
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Recommendations

Plan allocations & % of GDP
Alma-Ata-5%
CSSRICMR-6% (1982)
CCHFW (1989)-7% of Plan; actual for 1990 was
only1.3% of GDP.

CCHFW-(2001) 'suggested 2% of GDP from the
then-current level'of 0.9%

SIHFW: an ISO 9001: 2008 certified Institution 36



....Health Care Spending (2004-05)

® |[ndia

M Rajasthan
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Sk e ~5:

expenditure

T — I-; _-.-.'I l. Source: NCMH 2005 - - -._;I-I.!
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IR What it is bemg spent on .
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V
“Choosing-Decision making @

o “Allocative efficiency
« Where to park the resources

 What discipline to develop (Prlorlty)
' =e:Market-research
 Investment cost

» Human resource availability , =
»‘fechnology & outrage

. Expected Return
ety 2 » Purchasing power
» Service utilization
» Marketability
»Competition

SIHFW: an ISO 9001: 2008 certified Institution 41



(o

Rationing of Health care

Economics concerned with choice between
competing alternatives

Based on axiom of scarcity - ‘resources-limited
relative to wants

Fundamental ‘economic problem’ is.therefore
allocation of these scarce resources

Ratlonlng (priority-setting) jUSt another term for
resource-allocation
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&

Basis of rationing

Price system - objective = efficiency
consumer sovereignty

Non-price==objective efficiency or equity'?
who'decides on allocation?
=e ewss o allOcation by what criteria?

SIHFW: an ISO 9001: 2008 certified Institution 44
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Alternative use

Opportunity cost:

possibility of alternative use

of money =
Are the benefits from “chosen” greater than
those “forgone” '

. Burden of disease
PE— p— o] (-1V7-1(=Tg (o7 FES e
""" . “Visiblelimpact =
i aree Cost= Benefit
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One IVF course = INR 85000
What is the opportunity cost?

| One-third ofa-

= cochlear implant X
==t bige] s nid-heart-bypass- g

b T operatlon
5
A o= - R . _.;_.
ok 'k g
rl..- - R walETE

Pl 11 cataraetss 150 vaccinations for
,’9 removals el Measles, nj
e L = Mumps and-'l'x""bel'f'a B'l
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Y
Medical Care and Utility @

Medical care is an‘input in producing health
sSubject.to.Jaw of diminishing marginakproductivity

« Health-yields: utility to the consumer
» Subject to law of diminishing marginal utility

T " il I fra
u
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Economics seek an answer

What influences health? (other than health care)
What Is health and-what is its value

The.demand for health care

The supply of-health*care

Micro-economic evaluation at treatment level
Market equilibrium

Evaluatlon at whole system level; and,

Plannmg Budgetlng_ and monitoring
mechanisms.

SIHFW: an ISO 9001: 2008 certified Institution 48



Y
Cost of care: @
Private v/s Public

 Direct- e Indirect- -
o'Médicine; "s commuting,
e-consumables e wage-loss,
. Intangible: 5 . « socidl €ost,
e pain,  Fee for facilitation
=rreeglect, ieLodging &Boarding
' » subsidy '

SIHFW: an ISO 9001: 2008 certified Institution 49



Estimating Demand for Medical
Care

o Quantity demanded

» Out-of-pocket price

-++Real-income
* Time costs
* Prices of substitutes and complements
» Tastes and preferences
* Profile

~+State of health
. O_uality of care

SIHFW: an ISO 9001: 2008 certified Institution 50



What dictates Private sector

Capital & recurring cost
Payment schemes

“Technology

Cost.of Training
RPublic expectations
Regulatory mechanism

.. .2 Taxes

« Regulations

SIHFW: an ISO 9001: 2008 certified Institution
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Y
What Health economics should
mean to Profession

* Maitching.inputs to outputs,and-outcomes.
« Increasing Efficiency

« Technical (output with minimum-.=
resources) ;

o Allocative(produce output which people
e mValue-most _
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Taking. care of cost: what to do

e Ensure stable financing mechanism

- .Erihancefinancial protection and-social safety
nets.

* Achieve more resaource allocation and-
government spending on cost effective health ~
Interventions

e lmprove institutional capacity.and capabillity. in
budgeting, pricingsfinancial planning and
management '
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Sources of Financing

. Taxanon
aa b g Health insurance,

 Private payments —Out of Pocket
expenditure (GoPE)

. And external support(Donor agencies-
Grants/ Loans)

e ] fra =
u
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Which source

» People’s capacity to pay, .
= Administrative capacmes to'collect,
. The Nature:and quality of services , and

'

SIHFW: an ISO 9001: 2008 certified Institution
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e Need [Ehf?g_er charges- R e
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(o

Why user charges?

People misuse just because it Is “Free”
-Revenue generated:can improve.quality

Marginal sectionsican be better looked
after (Cross subsidy)

System can be made self sustalnab1e to -
a large extent

 Payment increase sense. of ownershlp &
Participation

SIHFW: an ISO 9001: 2008 certified Institution 57



¢ Mechanism for introducing User
charges-
 Dual pricing
-1 2.Graded charges T
e Exemptlon criteria T——-

o What determines User Charges’>
. Cost of care !

. Cross subsidy costs

ra® Replacement cost mcludlng mflatlon and
-= rupee devaluatlon

SIHFW: an ISO 9001: 2008 certified Institution
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&
e Some more approaches for Financing
Health care are-

» [ntroduction of User fee with cross
_, Subsidy :
"»Public-Private Mix using spare

capacity _

»Introducing Sub-contracting &

leasing

. »Build, Opertate, Iransfer/ Own,, ..

»Expandingirevenue base ( more
services brought under fee)

SIHFW: an ISO 9001: 2008 certified Institution 59
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Tools for Health care financing

 Health'Insurance

* Regulation and Legislation

“ National Health Accolints
 .Resource-allocation (Allocative efficiency)
«=Cost-benefit and cost effectiveness analysis
« PPP

SIHFW: an ISO 9001: 2008 certified Institution 60



Y
Rajasthan Medical Relief Society

NGO-Registered society-Autonomy
Self-sustainable

Reducing cost of care —No middle man
Instrument for cost recovery (usef fee)”
Cross subsidy-te marginalized

Promote PPP for capital intensive facrlltles in
Health care

Structure(9-11 members)

— PHS/Commissiener/Collector, Supdt./PMO/CM?=
HO/BCMO Doctors(2-3), PRI(2), Cltlzens(B)
“NGO; Associate /Institutional member
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RMRS: Progress(31.12.10)
RMRS:53 Hospitals, 349 CHCs & 1503 PHCs
Expenditure RMRS Beneficiaries
2009-10(Dec) bz&shhsg 1H _' Ty S
B o 2009-16(Dec.) | 667708 ==
| _—.
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_ i { i . | : -I. .: -- F
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