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Foreword
The provision of comprehensive public healthcare was regarded as an
important duty of the welfare state that was established in India after
its independence. This was spelt out in the Constitution of India in its
Chapter on the “Directive Principles of State Policy.” Article 47 in this
Chapter stated that the state “shall regard …the improvement of public
health as among its primary duties.” Given the fact that several of the
provisions under the Directive Principles have been elevated to the
status of fundamental rights in large part due to the creative
interpretation of the Constitution by the superior courts of India, it was
expected until a few years ago that the provision of public health would
also acquire the status of a legally enforceable right under the Indian
Constitution. In fact, several civil society organisations in India have
been working to this end. The Directive Principles also include political
and socio-economic measures that go to determine the quality, adequacy
and effectiveness of public health services. Article 39-A provides that
“the citizens … have the right to adequate means of livelihood.” Article
45, which has now become a fundamental right, under Article 21-A,
enjoined upon the state to endeavour to provide free and compulsory
elementary education within a period of ten years after the
commencement of the Constitution. Another important primary duty
prescribed for the state in Article 47 is raising people’s standard of living.
For, availability of minimum income is a precondition for availing of
health services. And finally, in a welfare state the provision of social
services has to be universal, inclusive, just and equitable. This is the
crux of Article 38 (1) & (2) of the Directive Principles.
The Government of India adopted a number of measures in the
macro-economic domain as well as in social sectors, including health,
in order to give effect to these provisions. The most prominent among
them was the scheme of providing comprehensive primary health
services to the people. Therefore, when the Alma Ata Declaration on
Comprehensive Primary Healthcare (CPHC) was adopted in 1978, India
embraced it wholeheartedly and in totality. The Alma Ata Declaration
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included ensuring fulfilment of socio-economic conditions conducive
to comprehensive primary healthcare. It regarded preventive and
promotive measures of public health to be more important than the
curative ones. It had built into it the elements of inclusiveness and
universality.
It is implicit both in the Indian Constitution and the Alma Ata
Declaration that comprehensive primary healthcare is a public good
which must be provided by the government. This is mainly because it
is in the nature of a right for the securing of which the state is
constitutionally and legally accountable. Moreover, every citizen is
entitled to this right. This implies that comprehensive primary
healthcare must be universalised. This can be done only by the state as
it is beyond the capacity of the private sector to do so. Further, provision
of such primary health services is related to the whole host of socioeconomic factors such as enhancement of income, its equitable
distribution, ensuring livelihood security, and providing related goods
and services like food, nutrition, water, housing, etc. This requires a
coordinated, holistic and planned strategy, which the state alone is in a
position to design and implement.
The Alma Ata Declaration turned out to be the highest point reached
in building an international consensus on the objectives and attributes
of a public health system. Since then there has been continuing and
progressive erosion of the values enshrined in the Declaration. The
erosion is reflected mainly in the policy changes relating to primary
healthcare that have taken place at the national level. In India, the
concept of comprehensive primary health services gave way to selective
primary health services. In the next stage, it was confined to essential
care. And recently the concept that has come to dominate the field is
universal healthcare.
Universal healthcare is neither ‘universal’ nor in the nature of ‘care’.
It is not universal because it leaves out millions who are struggling to
eke out a living at or just above the poverty line. It is not in the nature
of “care” because it is not motivated by ethics or public purpose but by
profit motive.
The departure from the concept of CPHC has been characterised
by the gradual retreat of the state from investment in health services,
the consequent privatisation of these services and provision on publicprivate-partnership basis, switchover to the state subsidisation of private
health services and the inadequacy and ineffectiveness of the regulatory
system in the private health sector. As a result, equity and justice have
fallen by the wayside. The goal of universalisation of CPHC has been
discarded, as private providers have no incentive to cater to the needs
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of the poorest and those living in remote areas.
These developments in India have coincided with the decline of
the United Nations (UN) system of organisations, including the World
Health Organisation (WHO). Starting from the mid-1980s, there has
been a virtual ban on an increase in the regular budgetary resources of
these organisations. In fact, there has been a continuing decline in this
component of their budget in real terms. As a consequence, they have
now come to rely overwhelmingly on voluntary resources of financing
including that by the World Bank (WB), multinational corporations,
bilateral arrangement within the multilateral framework, and voluntary
contributions by member states. Another feature of the enfeeblement
of UN organisations has been that they have been effectively prevented
from discharging their norm setting and negotiating roles. On the other
hand, the World Bank has suffered no such constraint. It has gone ahead
and created its own capacities in social sectors like health and education
at the cost of the specialised agencies like WHO, UNESCO whose wellrecognised capacities in their areas of expertise have been virtually
dismantled. The World Bank has unabashedly used its resources and
leverage to promote products, processes and technologies in the health
and other fields, all geared to meet the needs of the multinational
corporations, elite and well-to-do sections of population.
WHO’s last contribution in the domain of public health was the
formulation in 1982 at the expert level, of its Essential Drugs Policy.
However, when it was discussed for possible adoption at the intergovernmental level in the World Health Assembly in 1983, the
multinational corporations and the governments of the countries where
they are located, exercised strong pressure against it. As a result, member
countries including those from the Third World were obliged to agree
to the adoption of an innocuous resolution urging and providing
incentives to physicians to promote the essential drugs, rather than
accepting the Essential Drugs Policy as a legal obligation.
An important component of India’s public health policy during the
1970s was the adoption of a legal framework and a policy for making
drugs available to the people in adequate quantities and at affordable
prices. The two-prong strategy adopted for this purpose was the
enactment of the Patent Act of 1970 and the adoption of the Drug Policy
of 1978. The 1970 Patent Act was universally regarded as the best
legislation in operation in the world, combining the public purpose of
ensuring the supply of drugs in sufficient quantities and at affordable
prices, with the provision of incentives for innovation in the
pharmaceutical industry. Through the implementation of this strategy,
India emerged as a major international player in the global drug and
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pharmaceutical market, so much so that the well-known global nongovernmental agency, Medecins Sans Frontieres (MSF), characterised
India as “the pharmacy of the world” (see the chapter by Biswajit Dhar
and Reji Joseph in this volume).
The revised Patent Act adopted by India in the first decade of the
twenty-first century brings the 1970 legislation in conformity with the
World Trade Organisation (WTO) Agreement on Trade related aspects
of Intellectual Property Rights (TRIPS), while at the same time retaining
its unique features, i.e. flexibility to grant compulsory licenses and laying
down a rigorous criterion for patentability. These are precisely the
provisions which were challenged by international pharmaceutical
giants in Indian law courts which, however, upheld them as being
consistent with the Indian laws. In spite of this, these corporations and
their government protagonists have not relented from their pressures
to get these provisions eliminated. There are indications that the
Government of India may yield to these pressure and revise its latest
patent laws to suit the interest of these global companies. At a Global
Exhibition on Services held in New Delhi, the Prime Minister of India
stated on April 2, 2015 that India’s patent laws should be brought on
par with global standards. Bringing our patent laws on par with global
standards simply means aligning them with those of the advanced
countries, particularly the United States. There is in fact only one global
standard on intellectual property rights and that is provided in the
WTO’s TRIPS Agreement. India’s patent laws are fully compatible with
this Agreement.
The Government of India has also agreed to remain engaged in a
dialogue on this issue with the United States, in a Bilateral Working
Group on patents. We have thus consented to remain subjected to
continuous pressure on this issue by the United States. There are
newspaper reports that in the discussion in the Group, the Indian
delegation has assured to its interlocutors that the contentious issues
under discussion would not be applied in practice.
If the current drift in the Indian health system is allowed to continue,
it would soon get totally alienated from the interest of the majority,
especially marginalised sections in the country. It is therefore imperative
to reverse this trend. This will be possible only by going back to the
comprehensive and holistic approach to public health conceived and
sought to be put in place during the early post-independence period.
For this, it would be necessary to prevent the ongoing decay and decline
of the public health institutions and strengthen and expand them.
Foremost among them should be the comprehensive primary healthcare
centres. The entire country should be covered by such centres. These
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centres and other health institutions in the country can be run effectively
only by doctors, other health workers, nurses and health administrators.
Institutions for training these cadres in the required numbers need to
be set up on a large scale. The responsibility for running health services
and related institutions should be entrusted to trained health
administrators. It is important to delink the governance of the national
health system from the domination and influence of politicians and
general administrators. Finally, the government should institute a
system of effective regulation of the health sector in all its aspects.
Universalisation of comprehensive primary health services should be
made a legal right and a time limit should be set for realising this goal.
The above measures call for a radical policy shift and allocation of
resources that is several times larger than is currently being made
available to the health sector. In this context, it is important to bear in
mind that the public expenditure on health in India is only slightly
more than one per cent of its GDP as contrasted with 2.4 per cent in
China, 4.9 per cent in Brazil and 10 per cent or above in several
developed countries. In fact, so far as public expenditure in health is
concerned, India is moving in the reverse direction. Allocations in the
national budget for the Health Ministry and on such related items as
the Integrated Child Development Services (ICDS), food security, the
Rural Employment Guarantee Scheme, etc., have either been reduced
or left stagnant in real terms during the last few years. The frequent
public statements at the high political level that enhancement of the
budget provision for the social sectors will depend on higher growth in
GDP and larger collection of revenues, amounts to callous disregard of
and indifference towards the fundamental rights of the people.
This book Universalising Healthcare in India: From Care to Coverage
covers most of the current issues of public health in India. It contains
in-depth analyses of these issues, mostly based on empirical studies.
Its first part traces the history and explains the concepts and practices
of comprehensive primary healthcare in India and globally. It then
describes the transition to Universal Health Coverage (UHC) and brings
out its main features and consequences for the welfare of the people. It
has also chapters on health insurance schemes and one on the extent
and implications of the privatisation of medical education in India. The
book contains several chapters on the socio-economic determinants of
health, such as drinking water, housing, food security, and decline in
calorie intake. It has chapters on the degree of the penetration and
limitations of private-public partnership in the health sector. It also has
a chapter bringing out the ineffectiveness and inadequacy of the
regulatory framework prevailing in the Indian health sector in general
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and the drug industry in particular. There are three chapters dealing
with the wrong choices made under the influence of profit-driven
multinational companies, in the selection of the technology packages
for immunisation in the country. All these chapters are set in the
backdrop of an exhaustive chapter giving the trajectory of the
development strategies and policies followed by the country since
independence.
This book thus makes an important contribution to the knowledge
available on the subject of public health and provides a number of
important policy guidelines. It is a must read for policy makers and
practitioners in the field of health, to civil society organisations working
in this domain and to scholars and experts in this subject.
New Delhi
January 17, 2019

Muchkund Dubey
President
Council for Social Development

Introduction
The Idea of Universal Healthcare:
Its Passage Through Time

Universal healthcare is often presented to the public as something new
and innovative, a project uncluttered by externalities and non-medical
issues. Despite recognising its complexities, some believe that it should
have a strong gate-keeping framework that does not allow patients to
seek hospital-based care and that it is much more narrowly focused on
what the healthcare system itself can provide directly (Mor and Kalita
2014). State obligation for universal healthcare and ensuing financial
responsibility in other words, get conveniently curtailed. This kind of
gate-keeping infact opens the gates for private providers to take over
secondary and tertiary level care and excludes even the broader social
determinants from core healthcare. The World Health Organisation
(WHO) over time shifted to the use of the term coverage; it sees Universal
Health Coverage (UHC) not as something new, but as a minor
elaboration of what was there before, of Comprehensive Primary
Healthcare (CPHC), a shift that simply makes certain features of Primary
Healthcare more accessible, by encouraging a better use of available
resources (WHO 2005). This shift, however, was not a natural
progression, but a response to the demands of the World Bank (WB),
which has recently become a major player and source of finance for
global healthcare, importing into healthcare its larger agenda of financial
reforms (World Bank 1987: 7-18).
While welfare and overall development have been acknowledged
by the WHO to be crucially important to health, it has preferred instead
to play up the importance of more medical determinants, like timely
access to health services (promotion, prevention, cure and rehabilitation)
(WHO 2010). Only a well-functioning health financing system
determines whether health services can exist, they argued, and,
“whether people can afford to use these health services when they need
them” (WHO 2010: 7). This has allowed the state to retreat from its
commitment to provide free CPHC to all. The idea that a health service
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was intrinsically dependent on welfare and overall development, as
visualised in the Alma Ata Declaration (WHO 1978), fell by the wayside
and the private sector was brought into the healthcare system in the
name of efficiency, without the rules of partnership being properly laid
out. The use of the notion of universal, similarity in the words Primary
Healthcare and UHC often confuses readers between ‘care’ or ‘coverage’.
Thus, these words create an initial impression that the state is still in
charge of providing and extending these services.
These confusions were perpetuated in India by the Draft National
Health Bill 2009, which defined itself as a Bill to provide for protection
and fulfilment of rights in relation to health equity and justice including
those related to all the underlying determinants of health as well as
healthcare; and for achieving the goal of healthcare for all (Qadeer and
Chakravarthi 2010). However, what it failed to spell out was that it was
set to ensure only access (coverage) and not necessarily at all the three
levels of public sector services. The focus of the UHC was less on
ensuring comprehensive care and more on clinical coverage through
public as well as private institutions. Health problems were not tackled
in terms of basic health needs or epidemiological assessment, but on the
basis of available technologies. The Bill, defined ‘affordability’ as an
individual’s capacity to pay, the state need only be concerned with those
who could not afford care (the below poverty line population). Its responsibility even for access was thus reduced, while a significant section
of the lower middle class was left to purchase or wait for coverage.
This is a sharp departure from the Constitutional understanding
that health, a Directive Principle of State Policy, should in time move
over to become one of the Fundamental Rights. The specificities of the
UHC, as projected by the Bill, were very different from the original
concept of Primary Healthcare as a need-based comprehensive primary
level service covering more than just clinical care and supported by
secondary and tertiary care. A strong inbuilt referral support within
the different levels of care of the national health services was a
component of Primary Healthcare. It had been conceptualised as the
core of a development process that was to be self-reliant and
participatory, based on scientifically sound and socially acceptable
technologies (WHO 1978). Why then did the WHO change its position
between 1978 and 2005, and why did it choose the words ‘Universal
Coverage’?
Universal Coverage with health services is an old ambition, one
born in the post-Second World War period in European countries. Its
new incarnation, the contemporary UHC, is a product of the global
health agenda of more recent years. The journey from ‘care’ to ‘coverage’
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is a long one for the developed and the developing countries,
meandering through their respective political economies and reflecting
the threads of inequality that bind them. Also revealed in this transition
are the shifts within the WHO.
The Background of Universal Healthcare
In the Western countries, over the eighteenth and the early nineteenth
centuries, health services were available either as charity from voluntary
institutions or on payment to providers. The late nineteenth and the
early twentieth century saw the evolution of other modes of payment,
such as small mutual benefit societies like the workers’ contributory
funds, later joined by some employers, and limited national as well as
private insurance for special groups. Disease, destitution and
widespread epidemics however forced local bodies to intervene in ways
that were considered preventive, such as isolation, institutionalisation,
and fumigation and other sanitary measures. Poor Laws (1838) and the
British Public Health Act (1848) also came into being during this period
(Rosen 1958).The Second World War brought together these fragmented
providers for the first time in Britain through the National Health
Services (NHS). While Britain evolved the tax-based NHS, Germany
and France adopted insurance-based systems. In France, the private
sector was very powerful in shaping the health services, while in Canada
the tilt was towards state-led systems. Germany moved away from
compulsory insurance due to a conflict between insurance organisations
and doctors’ organisations on the issue of protection of the autonomy
of panel physicians under the compulsory insurance. This conflict was
resolved only with the introduction of the social security system that
gave equal rights to all doctors to participate as well as practise (Labisch
1997: 35-54).
Most of the developed countries, at the time of their industrial
revolutions, through working class movements and liberal politicians
like Bismarck and Chadwick, built significantly strong sanitary, water,
housing, food and other welfare systems. Post-war reconstruction over
the 1940s, and the pressure of a growing middle class, further augmented
these services through state interventions. The state’s attempt to provide
UHC was in addition to the then existing private practitioners and in
partnership with them. It was also backed by high economic growth
rates for over a century, in addition to the wealth that came in from
Asian and African colonies. This partnership was regulated by the state.
The simultaneous growth of medical services, the economy, and the
welfare sector hid the crucial role of welfare services in public health
till the mid-twentieth century. It was then pointed out by researchers
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that the early declines in mortality actually preceded the discovery of
antibiotics, and were linked to the role of increased food availability
and better sanitary facilities (McKeown et al. 1975). By the first half of
the twentieth century, however, welfare facilities became available to
the majority in the West and the wide use of antibiotics also helped in
controlling infectious diseases. The importance of overall socioeconomic development, rather than medical interventions, in terms of
their impact on general health was thus not obvious, except to a small
number of academics. Within the WHO too these two perspectives
continued to be regarded as competing with the social welfare approach
not receiving the importance it deserved. Technology, institutional
growth, and professionals were generally credited as the prime movers
for improved health.
It is interesting that while Canada closely integrated its economy
over time with the United States (US), its welfare state opted for
experiments in UHC and had one of the most vibrant Federal Laws,
the Universal Medical Care Insurance Act of 1968. The movement for
universal health insurance in the US, on the other hand, was repeatedly
defeated in Congress as it was portrayed as giving in to socialism, a
loss of freedom for individual doctors and patients, and it was
considered to entail high costs due to the large number of people covered
(Palmer 1999). The US conceded only to insurance for the elderly and
for the poor, which kept a large population out of state coverage till the
twenty-first century.
In Europe, the state’s commitment to a social contract that ensured
a certain degree of equity, distributive justice, and expansion of
infrastructure allowed the emergence of UHC and universal care, as
the state was able to provide a basic quality of care besides monitoring
and regulating the private partners. The British NHS was the inspiration
for the European countries and others to build health coverage for large
populations through different patterns of infrastructure, personnel, and
different mixes of public and private services. Though the experience
of each of these countries with UHC varied, it is important to point out
two things. Firstly, most of the Western European states focused on
medical care and technology-based preventive services. Secondly,
because of their early success in the economic and welfare spheres, while
welfare services and economic growth were theoretically recognised
as important to the health of the population, in policy and practice health
services remained quite separate from welfare planning.
Within these developed countries, healthcare moved towards
corporatisation, with intensification of cost containment through
financially motivated information management systems. Designed to
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limit wide variation in practice by professionals to suit individual needs,
power shifted from autonomous practitioners to corporate healthcare
managers, giving priority to administrative and bureaucratic controls.
These Health Maintenance Organisations (HMOs) were forced into
mergers, consolidation and oligopoly, raising the costs of care, favouring
private insurance systems, the corporatisation of the pharmaceutical
industry and the use of more costly and more invasive technology.
This led to the emergence of the Industrial Medical Complex
(Feinglass and Salmon 1990; Geyman 2003), which reduced access to
services due to high costs in developed countries and brought a need
to capture medical markets in the developing world to combat their
own economic crisis. The one thing it certainly did not contemplate as
a solution was UHC for the developing world. Interestingly, as the
expansion of state insurance was a key slogan for Barack Obama’s
election, his Affordable Healthcare for Americans Act, 2010, had to be
diluted and re-framed as the Patient Protection and Affordable Care
Act for Americans 2010, because of strong opposition in Congress, before
it could be passed by the House of Representatives (Qadeer and
Chakravarthi 2010).
The World Health Organisation: Transformations Within
The initial mandate for WHO (1948–58) was international monitoring
of epidemics and their control, and cross border management of the
spread of infectious diseases. It then expanded into training of health
personnel in underdeveloped countries. Major donors of WHO favoured
technology-based vertical programmes for eradication of diseases, like
malaria and small pox. This model of international help without any
social reforms appealed to the US between 1958 and 1968, as this pushed
for modernisation and allowed global technology markets and their
influence in the developing world to grow (Packard 1997; Brown et al.
2006). Despite this, WHO gained reasonable global respectability due
to its success in eradicating small pox over 1968–78 in the developing
nations. The changed political circumstances of its members, emerging
from their colonial past to constitute the United Nations Conference on
Trade and Development (UNCTAD) and demand fair trade and greater
investment in development, gave WHO a new impetus. There was a
difference of opinion about the best approach to health for a long time
within WHO. One was purely based on technology, while the other
emphasised socio-economic development. The new members from poor
countries pressed for the second option, socio-economic development,
and subsequently, the Alma Ata Declaration on CPHC was passed in
1978.
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The very next year, the Rockefeller Foundation organised a
conference in Bellagio with assistance from WB and the participation
of the United States Agency for International Development (USAID),
Ford Foundation and the UNICEF to promote selective as opposed to
CPHC. The 1970s was also the time when the World Bank recognised
the importance of investing in health projects, for which it established
its own Nutrition Population and Health Unit (Ruger 2005). Its influence
on WHO became crucial, as the organisation was obliged to depend
upon external funding, most of which came from the World Bank.
In 1982, the World Health Assembly voted for a freeze on the WHO
budget, and in 1985 the World Bank gave only 20 per cent of its assessed
share to the UN bodies to show its disapproval of the WHO’s Essential
Drug Policy: the Bank, on the other hand, now had its own drug lobby
(Brown et al. 2006). Within WHO, some considered this move a threat
from the World Bank (Newell 1988) as it trapped WHO in financial
dependence and conditions imposed by the external donors on its
operations (Walt 1993). Such views however, were soon hushed up as
the Bank pushed for privatisation of healthcare and rolling back of
investments in the public sector in the name of efficiency, macrostability, and trade liberalisation. The financial pressure on WHO was
visible from the fact that by 1986–87, its external funds were US $ 437
million and its regular membership funding was now only US $ 543
million. By1990 external funding overtook the regular funds by US $ 21
million, and the two Director Generals, Dr. Gro Harlem Brundtland
and Dr. Margaret Chan, both accepted the strategy of external
partnerships with the major stakeholders for global health.
This resulted in the emergence of new multilateral alliances between
corporates in the drug industry, private financial institutions,
international non-governmental organisations (NGOs), the Global
Alliance for Vaccines and Immunisation (GAVI), the Bill and Melinda
Gates Foundation (BMGF) and UN organisations such as Global Fund
to fight HIV, AIDS, tuberculosis and malaria, on the one hand, and
governments on the other. These partners had a major role in setting
the agenda for WHO and the globe, and they focused on technological
solutions like universal immunisations, Stop TB 2001, and Roll Back
Malaria (Brown et al. 2006).
Margaret Chan claimed that the private partnerships that initiated
the drive to reach the health related Millennium Development Goals
(MDGs), “unleashed the best of human creativity” (Clarke 2014: 1721). The truth however, was that by 1990 the World Bank controlled
WHO by holding 54 per cent of its total budget (Brown et al. 2006), and
revealed its agenda through its Report, Investing in Health (World Bank
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1993: 8-11), which pushed technology packages, population control, user
fees and promoted the private sector as efficient (without providing
any evidence to support this), and called for a roll back of investment
in the public sector (Ibid.). In 1997 Dr. Uton Muchtar Rafei, the regional
director of WHO for the South East Asian region, welcomed
partnerships between the private, NGO and public sector and talked of
pooling their vast resources to overcome the increasing disparities in
health (Rafei 1997).
By the turn of the century, WHO became an instrument of the new
health sector reform agenda. In 2001 it came out with the report of the
Macro Economic Commission that argued for investing in health to
promote economic growth, presuming that economic growth per se
would improve health without taking the issue of distribution into
account (Commission on Macroeconomics and Health 2001). This myth
was exposed as the much acclaimed Indian growth rate, despite
touching 8 to 9 per cent over the 1990s was actually accompanied by a
decelerating decline in infant mortality and persistence of regional, rural
urban and social disparity. India’s declines in maternal mortality over
this period also remained much less as compared with other South Asian
countries (Rao and Kurian 2012), and improvements in health indicators
occurred only in states where distributive justice was already greater
(Deb 2012). Moreover, food intake, especially for the poorer quintiles
of the Indian population, declined as we see in the figures for calorie
intake over the last twenty years (Qadeer et al. 2016).
None of this stopped WHO from moving ahead with its new
partners. In the World Health Assembly 2005 the WHO for the first
time endorsed a resolution on UHC. In 2009 donors announced a
commitment and new financing strategy to generate US $ 5.3 billion to
support it (Bump 2010). During the conception of UHC, as it emerges
from the debates, the key thrust was pooled international resources for
health financing systems (insurances, taxation, with or without user
fee), and for health service coverage (promotive, preventive, curative
and rehabilitative) for countries whose Gross Domestic Product (GDP)
fell short of the required levels for this sort of coverage (up to US $ 55
per capita per month). UHC was supposed to reduce financial risk and
offer a service package (that was left vague). It was supported by a
logic that was not really based on any historical evidence, but only
theoretical assumptions. Expansion through partnerships in finance and
provision, according to these assumptions, would help fill the threedimensional gap and increase security; it would reduce cost sharing
for users, help add providers and extend coverage to the uninsured.
Unfortunately, all these assumptions were only in theory, never
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substantiated, as the private partner’s need for financial support
dominated the deal, while they did not necessarily share the aims and
objectives of the public sector providers within the imaginary cube.
While the coverage through any kind of insurance does not go beyond
25 per cent of the total population, 5 per cent of this is for government
servants and private insurance (Purohit 2014). By 2011, though Rashtriya
Swathya Bima Yojana (RSBY) had covered 27.8 per cent of the Below
Poverty Line (BPL) families1, even with the entry of additional insurance
and providers, the cost share did not necessarily decline (Selvaraj et al.
2015). Even though the present average coverage at present is around
50 per cent, there is little hope of reaching out to the remaining BPL
and just above BPL house-holds in the near future. This financial model
also did not explain why public financing has had to shrink so much,
and why it could not be expanded without bringing in all these new
partners, since we see the same countries easily finding the funds to
support an arms race and encourage luxury consumption (Stuckler et
al. 2010; Sengupta 2013). Countries that accepted reforms realised its
problems and opted for course correction, such as Brazil and South
Africa, which increased the role of public sector provisioning. Though
WHO literature keeps insisting that UHC is essentially no different from
the Primary Healthcare of the Alma Ata Declaration (WHO 2010), clearly
the two are not the same thing at all.
WHO’s transit from universal care through CPHC to universal
coverage via UHC is thus the story of its conceptual and ideological
shift under pressure from its financiers, and its caving in until it retained
only the original words, losing the essence of Primary Healthcare, and
letting UHC become a vehicle for neoliberal reforms. The experience of
health sector planning in the developing world has to be seen within
the changing context of international support to global priorities in
health. These new priorities bring together the ‘stakeholders’ as in
business to pool their finances, intervene and capture the medical
markets in developing countries to promote their self-interest in trade.
The ambit of this trade spans from healthcare services to drugs, medical
instruments, information technology, insurance systems, personnel
training and even loans and aid. This, as Brown et al. (2006) point out,
marks the shift in perspective from international to global health, where
monetary efficiency, profit maximisation and commodification of health
overtake concerns for people’s health. The old terminology may have
been preserved, but the intent has changed from assistance and
cooperation to control and market penetration.
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Healthcare Strategies for the Other Half: International to Global
When the world capitalist system was hit by its second economic crisis
in the 1970s, the competition between the developed economies was
replaced by cooperation under the leadership of their global financial
institutions. These proposed offering aid and loans at rates below global
market rates and insisted on structural adjustments of national
economies and Health Sector Reforms (HSR). Most peripheral
economies were persuaded to accept these reforms, while the developed
countries opted for a few austerity measures affecting job markets and
wages, while maintaining their heavy investment in welfare. Even so,
while protecting their health sector, they ended up accepting severe
structural changes that left it completely transformed, as we see with
the NHS in Britain (Leys and Player 2011). The US, on the other hand,
not only protected its investment in health but also managed, to some
degree, to expand its national insurance coverage in the face of
opposition from the private lobby. The private sector demanded greater
freedom and financial coverage as partners in the UHC schemes, and
their demands were met. European countries, the US and Australia
continued to invest 8 per cent to 14 per cent of their Gross National
Product (GNP) in the health sector (WHO 2015: 146-155).
With the collapse of the USSR and the end of the Cold War, the
ideological resistance to HSR took a big hit. International financial
institutions of the metropolis, through conditional lending and loans,
could now influence the trajectories of peripheral economies even as
they earned profits. In the process, many countries on the periphery
were forced to limit their welfare sectors and hand them over to open
markets where the developed world could invest. It was this possibility
of transforming the welfare sectors of the peripheral countries and
entering into their medical markets that became a more attractive option
for the developed nations. The World Bank’s shifting concern from
wealth to well-being under Robert McNamara thus created a basis for
the UHC strategy.
The original concept of CPHC had envisaged meeting community
health needs through participatory, appropriate technology-based
primary level care that the country and community could afford, and
which was supported fully by the higher levels of health services and
by state finance (WHO 1978).This mutated into Selective Primary
Healthcare (SPHC) in the 1980s, and the first formal call for a change to
a techno-centric approach that would marginalise the social dimensions
of public health. By the 1990s, notions such as ‘social security net’,
‘international standards’, and even later, ‘information society’ were
coined for middle class consumption, and in the year 2000, the UN
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Summit announced its MDGs. Among its eight objectives were the
eradication of poverty and hunger and providing education and health.
The last, but by no means the least, was global partnerships for
development. These have been replaced by Sustainable Development
Goals (SDGs)2 with renewed commitment to partnerships but, with little
reflection on the failures of MDGs.
It was under these global partnerships for development that several
pledges and declarations were made to pool resources for the benefit
of the world’s poor. It emphasised market strategy, and claimed to move
beyond financial aid to UHC as an over-arching goal, the co-financing
of a global public good through international global partnerships. In
essence, though UHC was defined as ‘access to healthcare’, ‘a right not
to be denied’, and ‘equitable services’ assured by an open market system
(Ruger 2005), it took the notion of services back to vertical technologybased programmes, borrowed or purchased from other countries at high
prices: services like immunisation programmes, drugs, private insurance
systems and managed care programmes (Bump 2010).
The strategy was to deepen the links between public and private
sectors, international donors and national governments of the recipient
countries, and shift finance to private players for technological
interventions. The World Bank’s World Development Report in 1993
offered packages that were guides to help break up ‘public good’
(government health services) into marketable and non-marketable
components and transform them into commodities: in the process
transforming the integrated public health system. State-led insurance,
wherever possible, was to provide low cost packages for the poor to
contain social unrest, and to make state financing highly profitable.
Balancing corporate interests, elite demands for personalised hi-tech
services, and meeting some needs of the rest of the population became
major objectives, and interest in welfare and poverty reduction at the
global level was revived. Primary Healthcare, as Bump (2010) and Low
(2012) argue, had been something organic and domestic, with deep roots
in the community, while UHC was something entirely new, set in
motion by external forces with their own set of interests.
This raises several ethical issues as to the nature of this ‘social
contract’ with the international collective that invests in medical service
but takes no responsibility for distributive justice and ignores social
concerns. It has not reviewed or studied the impact of earlier
international initiatives brought from outside into developing countries,
such as communicable disease control programmes, family planning,
reproductive health and child survival (Banerji 1985; Bump 2010). It
was, in fact, the failure of these isolated interventions that led to the
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demand for a change in Primary Healthcare, and the question remains:
why are the developing countries falling back into this trap? Stuckler et
al. (2010) show how the corporate and private sectors within these
countries have welcomed these reforms while trade unions, nurses and
other health workers have opposed them, demanding a return to state
responsibility. They point out that “the WHO must decide as an
international agency whether it casts itself firmly in support of this
fundamentally political process” (Stuckler et al. 2010: 6). This demand
is too late, as the WHO has already thrown in its lot with the neoliberal
camp.
The Universalisation of Healthcare in India
The growth of modern health services in British India was guided by
the colonial government’s interests: the health of the army and British
civilians, the need to appease the elite, its own economic interests, as
well as containing dissent such as the Mutiny of 1857. These compelled
setting up positions for Sanitary Commissioners and stringent public
health laws such as the Military Cantonment Act of 1864, and the
Contagious Disease Act of 1897 for compulsory isolation in epidemics
like the plague. Thus, the prime focus of sanitary reforms and protection
was on maintaining the cantonment area or, on very oppressive sanitary
measures during epidemics for the common people (Harrison 1994: 6097). This narrow strategy of the colonial government was then
scrutinised by the League of Nations which, in the 1920s, pressed for
public health interventions, disease control and care of migrants in the
wake of large population movements as an aftermath of the First World
War. The Empire too understood the importance of actually mobilising
the support of local populations to ward off the possibility of political
challenge. With the Indian Council Act of 1909 (Morley-Minto Reforms),
health and education were transferred to the provincial governments
along with financial responsibility for the two sectors. More Indians
were taken into the Indian Medical Services, and local elites were
encouraged to invest in setting up health institutions. The public health
policy of 1914 talked of paying attention to rural healthcare but the
financial burden was shifted to provincial governments (Qadeer 2001).
Thus, by the 1920s, when spaces for public health were opened up in
the Presidency areas (Ramanna 2012), it was already evident that
services were inadequate, simply from the skewed distribution of drugs,
vaccines, sanitary services and availability of institutions and personnel
(Qadeer 2005). The then prevailing vision of public health in Britain
was certainly not applied in the colony either in terms of the sanitary
reforms or population-level interventions for infectious disease
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(epidemic) control. Given that, even in Britain, the role of economic
and welfare development (food availability and sanitary facilities, water
supplies and housing) was underplayed, measures like these were far
too radical to be a part of any agenda for health in the colonial context.
The continuing epidemics and the famine records of British India
(Zurbrigg 1992) make it very clear that UHC was nowhere on the
agenda. The focus was on British economic interest, the need to gather
knowledge, handle international pressures and elicit some local support
for governance.
In the year 1937 the Bandung Conference on health and Hygiene
proposed that the vast rural populations be provided with basic
healthcare and hygiene. The International Division of the Rockefeller
Foundation played a key role here. Despite Selskar M. Gunn’s proposed
broad-based developmental approach to public health developed
through his work in China (which is considered the basis for the later
Alma Ata Declaration), and which he carried out as an employee of the
Rockefeller Foundation, the Foundation pushed for a techno-centric
approach to create a scaffolding for services in the colonies (Brown and
Fee 2008). As Bump notes, “The Bandung Conference was a high
watermark for advocates of social medicine and integrated approaches
to health and development, but not all delegates supported this view.
Paul Russell, also of the Rockefeller Foundation, was one of the principal
advocates for narrow, technological interventions targeted at weak
points in the transmission cycles of specific diseases. Within the
Foundation—a dominant force in international health—Russell’s view
had the weight of history and experience on its side. Predating the
Foundation, the Rockefeller family had made its first philanthropic foray
into health with a campaign against hookworm in the American South
beginning in 1909. (Bump 2010: 29)
This approach, Bump argues, was “also much better suited to a
private foundation with global ambitions because it depended very little
on a knowledge of local culture, did not require a long-term presence,
and could be managed by a small number of experts” (Ibid).
The Second World War consolidated Russell’s approach, as the fear
of an economic crisis, the need for European reconstruction, resource
shortages, the glamour of technologies like Dichloro Diphenyl
Trichloroethane (DDT) with proven short-term success in mosquito
control, all further strengthened the technology-based developmental
strategy. The penetration of the markets of the developing countries by
the capitalist market economies could become a security for capitalists
in the developed countries. The aim of providing assistance to health
programmes in developing countries to promote good will and influence
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policies thus became the seed for the evolution of international health
(Packard 1997). An added force in favour of modernisation and technical
assistance came from the nascent educated middle class and the
nationalists, who either demanded their share in governance for better
development or political rights for the Indian people.
These internal pressures also led to the setting up of the Committee
on Health Survey and Development in 1942, to provide basic health
services to all irrespective of their paying capacity. The report of this
Committee was called a blueprint for India’s health planning, and it
specified clearly that the ill health of people was rooted in poverty and
the miserable conditions they lived in (Government of India(GoI) 1946:
4-11). Yet, even when hunger and poor living conditions and lack of
economic opportunities were recognised as critical for health, it did
not discern the close links between the pattern and pace of India’s future
overall development and its implications for health and the growth of
health service infrastructure. The two were treated as independent of
each other; one for removing poverty, the other for improving health.
Strangely enough, this history repeats itself in the late twentieth
and early twenty-first century. Despite repeated evidence from different
parts of the globe, isolated, independent planning for health remained
a part of that phase of international health where international bodies
(USAID, Ford and Rockefeller Foundations) and the WHO influenced
policies and programmes in India through their experts in advisory
positions. Consultancy, aid, and technical assistance that appeared
important for health to the leaders of developing countries at that point
of time became a way of influencing leaders like Nehru, Nasser,
Bandaranaike and Sukarno who had worked for solidarity in the Third
World and mutual cooperation and internationalism built on selfreliance, openness, and national integrity. The glamour of technology
and its success in other places gave these leaders hope and the majority
of them continued to depend on international advice, especially from
the WHO.
In India and other parts of South Asia, while the primary health
centre network within districts was inspired by the Bandung Conference
(1937), vertical disease control programmes and the Family Planning
Programme came later in the 1950s under the influence of the Rockefeller
Foundation, USAID, and Ford Foundation organisations, which played
a key role in narrowing down strategies of disease and population
control to technology-based interventions that depended on
international aid (Banerji 1985; Bump 2010).This shows the power of
the belief that borrowed technology, irrespective of the level of
development of the region to which it is transferred, can be a short cut
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to health for its people. The international health advocates clung to this
assumption even more strongly when inadequate land reforms,
limitations of the green revolution, skewed industrialisation, stagnation
of the manufacturing sector and India’s failure to break into the export
market did not bring the expected economic growth. The mismatch
between domestic production and needs of the majority, slow growth
rates, poverty and inequity persisted and a narrow focus on caste-based
reservations and Scheduled Caste (SC) and Scheduled Tribes (ST)
welfare allowed the political leadership to ignore the other social
structures that went hand in hand with economic exploitation. Thus, in
the 1980s, India remained a signatory to the Alma Ata Declaration, but
initially SPHC, then Essential Care and later Primary Level Care (Qadeer
1999), replaced CPHC, in the belief that that one does not have to wait
for poverty reduction or improved social opportunities to achieve health.
The urban focus of health services, neglect of rural areas, failure of
vertical programmes (except for small pox and polio in a very technical
sense as only the polio virus was to be eliminated, not paralysis),
corruption, inefficiencies and the strong involvement of the private
sector became hallmarks of the decline in health services (Prasad 2006;
Saxena 2006).
When the capitalist crises of the 1970s hit the economy and the
pressure to retreat from welfare increased, the Sixth Five Year Plan
opened medical care to the Non-Governmental Organisation (NGO)
and private sector, giving universal coverage by the state a final burial.
By 1990, the roll-back of health sector investment was to the extent of
0.9 per cent of the GDP (Rao and Kurian 2012). It was blindly accepted
that there was no alternative to structural adjustment, and a range of
systemic reforms were introduced along with a social security net. The
year 2015 was then set as the year by which the MDGs were to be
achieved. In India, it was the National Rural Health Mission (NRHM)
that was to achieve its health goals, even though the required resources
and the infrastructure and necessary administrative reforms were not
in place to take it forward (GoI 2011). Thus, none of these strategies
were able to protect the poor, and the systemic distortions, inequities
and high costs of healthcare continued.
At this point then, could the UHC as proposed in the Draft National
Health Bill-2010, really have worked? Was it any different from the
turnkey projects adopted in the past, like malaria eradication, leprosy
control, national filarial control programme, etc., which came in without
any assessment of their feasibility in the Indian context and their
technical effectiveness? Perhaps universality is a myth needed by the
medical industry, controlled as it is by the international and national
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corporate organisations and their professionals. They are the ones who
have gained from this new incarnation of Primary Healthcare, where
coverage through private partnerships (with public institutions or public
insurance) is the key, without ever raising issues about the definitions
and content of UHC and the role of the state in it.
The Twelfth Five Year Plan went so far as to separate UHC and
NRHM into two distinct programmes. For the Planning Commission
experts, UHC was a means of expanding medical markets, and NRHM
was simply meant for primary level care (GoI 2012). Now even
environmental sanitation, drinking water supply and other welfare
services have become targets for the expanded technology markets,
without any concern for issues of social justice for sanitation workers
and structural constraints (Ramanathan and Wilson 2015). The role of
global health experts has been to push the approach of investing in
health primarily through public-private partnerships (PPPs), and
technology-focused medical care (which paid no attention to social and
economic equity and challenges of generating employment) (WHO
2001), through a convergence of global fund for investment in selected
areas of healthcare, for which technology is available (Lancet
Commission 2013) and by shaping research in a way that it is subservient
to these new guidelines of an economic rationale (WHO 2013).
The questions this book asks are: Can the present model of UHC in
India be the answer to universal access/coverage and provisioning of
quality basic healthcare? Is there any evidence of its advantages for the
majority? And what specific challenges does it pose for the future in
the Indian context? It has five sections that deal with the historical
context and politics of the debates around UHC in India; strategies of
the Indian state to address the present crisis of public health in the
country and its limitations; an analysis of how the present policies on
pharmaceutical industry and vaccines aggregates the crisis; some
missing links in universalising health and importance of social
determinants of health. It ends with a postscript that weaves the sections
together, looks at the contemporary official hard financial data to unravel
conscious overlaps of terminology that promote misconceptions and
camouflages the sickness of our present health financing system. It hopes
for a genuine search for an alternative way of thinking to strengthen
the public health sector.
The chapters in the first section debate the idea, concepts, history
and practice of UHC in India. Imrana Qadeer, in her chapter, exposes
the inevitability of transformation of the concept of CPHC, by global
markets that reconstruct healthcare from services to commodities. The
official strategies in India to implement UHC are analysed to underline
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the neoliberal logic used by the government to expand health markets
and promote UHC at the cost of CPHC. Indira Chakravarthi illustrates
how neoliberal policies provide both the ideology and the mechanisms
by which markets are created and expanded nationally and
internationally in the health sector. Examining the current status of the
corporate private sector in the healthcare industry and using experiences
of mixed systems of healthcare with corporatisation from abroad, she
cautions against such developments in India. Her analysis of largest
private players in India illustrates how the international financial
corporation contributes to the growth of private healthcare. Her
evidence shows that markets and competition in healthcare systems
have neither achieved universality nor cost control and regulation in
the private sector. Indranil Mukhopadhyay, differentiating between
concepts of ‘health for all’ and ‘universal coverage’, argues that the
insurance-based financing and managed care approach based on private
partnership can result in further consolidation of capital at the expense
of people’s money, hampering the principle of universality. This, he
argues, is an outcome of the shift in the role of government from a
provider to a major purchaser of services, while it continues to finance
the health sector. Prachinkumar Ghodajkar unpacks the complex
construct of quality in healthcare that is influenced by several tangible
and intangible dimensions, including an individual patient’s interest
and larger social concerns regarding healthcare systems. He
conceptualises ‘quality’ and its different dimensions and determinants,
especially in public health by taking up an analysis of different health
planning and policy documents to comprehend the conceptualisation
of quality in public health planning. This leads him to identify the
contradictions within the present model of UHC. Archana Diwate goes
beyond the explanations of financial pressure on the state by neoliberal
international forces to promote market penetration into the health sector
to explain its privatisation. She unravets the local socio-political and
economic reasons behind privatisation of medical education by
exploring the regional political economy that brings surpluses out of
agriculture for diversification and higher profits. This social dynamics
in itself limits the potential of expanding UHC through the resources—
institutional as well as professional—of private medical colleges that
multiply mainly in urban and developed areas.
The second section mobilises evidence that reveals the dark side of
the strategies chosen for UHC, which promote shift of state subsidies
to the private sector and its unregulated penetration of the health sector.
Sylvia Karpagam and her co-authors bring forth empirical evidence to
challenge PPP as a model for tertiary care. Their chapter critiques the
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Planning Commission’s reference to Rajiv Gandhi Super Specialty
Hospital, Raichur, as evidence for a good PPP model. It critiques the
evaluation report by the Government of Karnataka and points out the
limitation of this PPP model, such as the absence of third party
evaluation, poor utilisation rates, lack of measurable benefits to the BPL
population, poor governance and accountability system. Bijoya Roy
explores the extent of proliferation of PPP, their types and structural
complexities. She also examines the available evidence on these
arrangements with respect to their access, quality, and operational
aspects, to illustrate that the complexity of monitoring, lack of efficiency
and transparency make PPPs an unviable model even from a financial
angle. The impact of totally unregulated and callous commercialisation
in the public sector through PPPs is discussed through P.M. Arathi’s
study of sterilisation camps. She rightly argues that the state has to be
responsible for the gross negligence that is often committed. The deaths
in sterilisation camps, the chapter argues, have to be viewed in the
context of global propaganda of population explosion despite slowing
of growth rates, and national policies favouring fragmentation and
neglect of public healthcare delivery systems, an aggressive population
control strategy and an unregulated but protected private sector. Rajib
Dasgupta, Sulakshana Nandi, and co-authors present the findings of a
qualitative study on RSBY, based on provider perspective across diverse
category of hospitals such as public, not-for-profit and private. They
highlight design-related issues in implementation of the scheme that
neglects the nature and compulsion of different categories of institutions
and explain the shortfalls in RSBY. Likewise, Sunita Reddy and
Immaculate Mary provide critical reflections on a community health
insurance scheme known as the Arogyasri scheme. Skewed towards
curative tertiary care, it is a big drain on the state exchequer with
questionable sustainability as it undermines and underutilises the
existence of the larger public sector. It has led to a shift in priorities to
provisioning of curative services at the cost of preventive, promotive
and rehabilitative services.
The third section explores issues in the domain of availability of
drugs and pharmaceuticals. Biswajit Dhar and Reji Joseph explain how
the nature of the patent regime was an important factor for the growth
of the generic industry and tracks the recent developments in the Indian
generic industry. They address the challenge of re-energising bulk drug
production, effective integration of small and medium sector drug
production, a public supported venture fund to finance pharmaceutical
innovations, integration of pharmaceutical industry with academic
institutions and a proper price control system in place to govern the
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market. Jacob Puliyel critiques current vaccine policy and the ensuing
shifts in monitoring and regulatory process highlighting their
inadequacies. He prescribes an economic model for the evaluation of
vaccines in his chapter. Pushpa Bhargava shows how we make wrong
choices of vaccines when better alternatives are available with relevant
examples. He highlights the problems of the profit-driven private sector
and inadequate and ineffective regulatory framework in the context of
the Indian drug industry. S. Srinivasan and Malini Aisola describe the
activities of the booming export pharmaceutical companies and
emphasise the importance of medicine pricing and access by critically
analysing government reports. Public-private partnership in
immunisation kills the universality of preventive care model, argues Y.
Madhavi, in her chapter shows a need for evidence based policy. By
doing a situational analysis of vaccines in India, she argues that the
market forces and international organisations are distorting national
vaccine needs by extrapolating other country experiences, overstating
disease burden for vaccine preventable diseases and pushing new
vaccine without a proper cost-benefit analysis.
The fourth section focuses on some crucial social determinants of
health and UHC. Through a historical analysis of India’s political
economy, K.B. Saxena examines key developmental issues and a range
of related policies in India. He questions the ability of these policies to
eliminate what the WHO Commission on SDH calls ‘the toxic
combination’: a combination of bad policies, poor social and economic
programmes, and unfair economic arrangements in addressing wide
ranging inequities in health. In its historical analysis, the chapter marks
the changing role of state and market, transitions in agrarian
relationships, trends in wages and conditions of work. It argues that
the economy would need to integrate redistribution and environmental
protection to ensure developmental goals and to address health
inequities.
Water distribution should be based on principles of equality,
conservation, and sustainability, argues Dunu Roy and his co-authors.
They critically evaluate the shifts in urban governance in the
implementation of the Jawaharlal Nehru National Urban Revival
Mission (JNNURM) and ‘Smart Cities’, and show how the proposed
increase in revenues and efficiency are based on the underlying
principles of legal, financial and structural ‘reforms’, rationalising higher
user charges, attracting external funding, private investments and
partnerships in setting up hi-tech services as well as governance. The two
strategies differ, but, only in the degree of aggression and dependence
on Foreign Direct Investment (FDI). They argue that the uneven
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distribution of safe and adequate drinking water for marginalised social
groups, who are ill-equipped economically to cope with health hazards,
is increasing. Sourindra M. Ghosh examines the explanations for
declining calorie intakes between 1993–94 and 2010–11 by examining the
intricate relationships between Monthly Per Capita Expenditure
(MPCE), total calorie/food, and expenditure on food to argue that the
shifts over time are neither the outcome of declining basic needs (work
pressure) for the majority, nor improved quality of food, but are linked
to purchasing capacity of people, which impacts their ability to access
food as they have to make difficult choices between competing needs
including health. Given the importance of access to food, this dynamics
has serious implications for population health. Abhay Shukla and P.M.
Arathi emphasise the importance of people’s participation in health
service functioning and implementing programmes. The paper uses the
experience from Maharashtra on the community-based monitoring
system as part of NRHM within the framework of deepening
democracy. It envisages people’s participation as a process of expanding
democracy, altering power structures in the public health system,
challenging the power of health bureaucracy, and promoting people’s
collective power to shape health-related decision-making.
These sections are finally tied together by a postscript that
summarises the reasons for the historical transition from one type of
approach towards Primary Healthcare to another. It explores who the
beneficiaries of this transition are in India and unravels how the state
as a steward adopts mechanisms of data analysis and accounting that
rationalise its choices. Universality and equity in health, it argues, are
not the functions of the private sector but the prime responsibility of
the state. The potential and possibilities lie buried in India’s experience.
The contradiction lies in the very nature of the state, which has for long
ignored the much needed democratic correctives for realising universal
and comprehensive primary healthcare.
NOTES
1. This is based on the Tendulkar Committee’s estimate of BPL households
being 37.6 per cent of the total in 2011 (Dror and Vellakal 2012).
2. The eight MGDs have been expanded to 17 SDGs that focus on symptoms,
without asking why MGDs failed and is still devoid of the courage to
touch the core political economy issues (Sustainable Development Goals
Fund 2014).
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Part I

IDEAS, CONCEPTS, HISTORY AND
PRACTICE OF UHC IN INDIA

1
Universal Health Coverage: The Trojan
Horse of Neoliberal Policies
Imrana Qadeer

Promises made by governments at a given point of time may not be as
realistic as they sound especially, if the ambitions of planning for a
given sector appear contrary to the overall trends. A careful analysis of
the content and historical continuities helps to assess how realistic they
are. This is an examination of the acceptance of universal healthcare by
Indian policy-makers by briefly reviewing the historical contexts of (a)
capitalist development and the place of welfare and technology therein;
(b) the Indian context of universal healthcare; and (c) initiation of policy
for achieving universal healthcare. This chapter is an attempt to
highlight the trends and the challenges till 2013, the year in which the
last of India’s Five Year Plans, formulated since 1951, saw the light of
day.
The International Context
High growth rates in capitalism came with low employment and welfare
and were challenged by the socialist system despite its lower growth
rates. In the 1930s, when capitalism faced its first crisis, it used the
strategy of state investment into the welfare sector to tackle market
stagnation and solve the problem of unemployment. Thus, welfare too
became the political face of a capitalist alternative to the socialist model;
a model where capitalist states regulated markets and invested in it.
The politics of solidarity in Europe, cooperation within the Western
block, congenial international arrangements between the United States
(US) and its allies and unequal terms of trade with the former colonies
gave some stability to the capitalist order under US leadership. It offered
consumerism and aid to its slow-growing periphery—countries that
were no more colonies but were reintegrated as primary producers and
as external markets. Though it is also argued that wars and the ensuing
production and arms sale were greater forces in the making of this
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system rather than welfare, it is accepted that the welfare sector
expansion played an important role in rejuvenating the economy. The
emergence of institutions like the International Monetary Fund (IMF),
World Bank(WB), and General Agreement on Tariffs and Trade (GATT)
undoubtedly helped to concentrate power over the 1930s to 1960s in
the hands of the Western block, where most of the trans-national
corporations were located (Beaud 2004: 213–26).
The search for new markets created inter-imperialist conflicts within
capitalist economies. The hegemony of the US over this search was
threatened and the oil crisis added to the woes of the Western countries,
which intensified the business of loans and aid and fresh wars in West
Asia. Yet, it failed to contain the next global crisis. The Asian countries,
despite their relative economic resilience, started getting trapped in the
debt burden.
Capitalist economies failed to retain their growth rates which fell
from 4.9 per cent in the 1960s to 2.9 per cent in the 1980s (Schmidt and
Hersh 2000: 1-16). The system had no option but to revert to surplus
extraction without welfare—the neoliberal model of the 1970s. The
collapse of the USSR and absence of its ideological resistance helped this
shift. Lowered demands reduced profitability of production leading to
the growth of finance capital, which maximised profits through
constantly shifting investments in global production sites, making
speculation rather than production the key to profits. Information
technology became the instrument of this growing phenomenon of
finance capital. To control peripheral economies, lending and trade on
unequal terms became instruments for extraction of profits by the
international financial and political institutions. The North, specially the
US, protected its own agriculture and labour to the extent possible and
attempted to practise austerity, the former socialist states were forced to
face the consequences of the economic shock and the developing
periphery of the capitalist system was offered Structural Adjustment
Policies (SAP). In the process, many countries that constituted the
periphery were forced to undermine their welfare sectors and use them
for extraction of surplus. Transforming the structural contours of
infrastructures for the health and education sector and reinvesting in
them became a policy alternative. The strategy was to deepen the links
between public and private sectors, shift state subsidies to private sector,
focus on technology-based services (with promotion of hi-tech) and
commoditise them, and create low cost alternatives for the poor to
contain social unrest. Thus, balancing corporate interests, elite demands
for personalised hi-tech services and needs of the majority were
attempted. The interest in welfare markets and poverty reduction was
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again revived in the neoliberal model of development (Bello 2002: 91–
106).
A few interesting lessons can be drawn from this brief history. The
first is that, historically, welfare has been the field of action in the two
major global economic crises; in one, it was the field for investment
and in the other, the focus of financial cutbacks and restructuring that
revived revenue generation. Second, technology played a crucial role
in both eras. The outburst of new technologies during the Industrial
Revolution led to absorption of labour and expanded employment,
making welfare possible by increasing paying capacity. The nature of
technological inventions in sectors such as medicine (antibiotics,
vaccines, chemicals for vector control, nutritional supplements),
drinking water supply (filtration plants and piped water supply) and
sanitation (sanitary pits and waste disposal technologies), and transport
(roads, railways, bus systems), made extensive population coverage
possible and economically feasible, thereby scaling up these services.
The second crisis of the 1970s preceded by the electronics-based
communication revolution was tackled partially by this very technology
for faster movement of financial capital across the globe (Perez 2002); it
increased wealth without actually increasing production. The invention
of the chip revolutionised the invasive power of medical technology,
made it more individualised, costly and restrictive of employment
within the sector. This character discouraged scaling up of its services
that are concentrated in the medical markets for those who could afford
it or in tertiary care public institutions. The old technologies were
downgraded or discarded in the name of modernity and advancement,
irrespective of their relevance in the context of countries of the periphery.
These new technologies backed by Health Sector Reforms (HSR) helped
promote loans, international trade and private insurance systems in
medical services and served the interests of the corporate sector, not
necessarily the public health interests of these countries.
These trends have had a detrimental effect on the welfare sectors of
the countries constituting the periphery of the capitalist system. SAP
meant rollback in the welfare sector including health, handing over
medical care to the private sector, opening public hospitals to private
investments and their commercialisation, casualisation of workers in
the name of efficiency, public private partnerships and a techno-centric
focus. This helped deepen the links with the global market and between
public and private sectors, penetration of local markets by multinational
corporations, shifts of subsidies from public to private, commoditisation
of health services and change of role of the state from commanding to
overseeing and stewardship (Qadeer 2009: 228-248).
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It was inevitable that these policies unfolded differently in different
countries, given their historical and political contexts and political
orientation. Latin America, which accepted SAP much earlier, as well as
South Africa had a different trajectory of building their welfare sectors
as compared to India. Their democratic systems were relatively more
inclined to limit the weakening of welfare due to reforms and invested
more in the health sector (Heller 2009; World Bank 1994: 200-210), even
though hi-tech curative services dominated. In India, particularly, the
influence of the guidelines offered by the World Bank was significant in
shaping the financial systems and restructuring healthcare systems
(World Bank 1993). Woven into the evolutionary story of its
consolidating elite—the landlords, the industrial bourgeoisie and the
emerging middle classes—India’s official acceptance of SAP not only
further integrated the country into the periphery of the capitalist system
but also set the stage for a major transformation of its welfare sector
including health sector. The neoliberal challenge to expand and
transform the scope of the medical market compelled governments to
ignore Comprehensive Primary Healthcare (CPHC) and opting for
Universal Health Coverage (UHC). Any analysis of UHC in
contemporary India therefore, cannot be serious without locating it in
this historical context and linking it up with the neoliberal strategies of
the Indian state—now opting out of its commitments to CPHC, without
openly rejecting it.
The National Context of UHC for India
The concept of universality in health services is not new to India. The
British realised the importance of epidemic controls for self-protection
and economic expansion and winning over people for consolidating
the regime and in the latter half of their rule, started introducing services
for the common man. The nationalist movement further pressed them
to implement welfare policies and in 1942, the Bhore Committee
(Government of India (GoI) 1946) was set up by the British to evolve a
blue print of health services for the country. The Five Year Plans used
some of its recommendations, the Mudalair Committee Report (GoI
1961) reviewed the achievements, and the Government of India accepted
the Alma Ata Declaration on CPHC which was supposed to be peopleoriented, based on needs and affordable technology, at the core of the
developmental process, and funded and provided by the state (World
Health Organisation (WHO) 1978). In these efforts to achieve
universality, the two core principles were free services for all and state
provisioning.
While the Bhore Committee report was the blueprint till the Fifth
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Five Year Plan, from the Sixth and the Seventh Plan onwards, medical
care was opened to non-governmental and private sectors. Significant
expansion of the private sector from the 1970s onwards and increasing
state subsidies for it made it an important player after the mid-1980s.
The Bhore Committee lost its attraction for the state which formally
accepted SAP and the first set of HSR in the early 1990s, bringing down
the investment in health to 0.96 per cent, 0.88 per cent and 0.91 per cent
of Gross Domestic Product (GDP) over 1991–92, 1995–96 and 2003–04,
respectively (Rao et al. 2005: 239-255), opening medical care to markets,
introducing user fee and contractual services in public institutions and
Public Private Partnership (PPP). This first phase of reforms based on
receding state control did not mean retreat of the state (as is often
professed), but a much more hardened state, re-engineered as the safety
net for capitalism (Lang 2002) and nicknamed as the ‘steward’. Its
direction became anti-poor, anti-welfare and least concerned about the
prevailing hunger even among children as is evident from the inability
to meet the Supreme Court’s directives on hunger (Right to Food
Campaign 2008). This transformed state, through consistent policy
changes, consolidated the markets and the interests of those who had
access to it. It is therefore heavily guided by class (Patnaik 1995: 195219).
Social and political pressures and conflicting interests within the
government did bring about some limited pro-people policies and
programmes such as Mahatma Gandhi National Rural Employment
Guarantee Act (MGNREGA) and Right to Information Act. In services
however, the trend to push for market expansion and partnerships with
the private sector prevailed. The WHO through the Commission on
Macro Economics and Health heralded the second phase of HSRs that
proposed investing in health (WHO 2001). This was a measure to
support higher growth rates in economies in distress through
commoditisation of health services and its techno-centric growth rather
than to improve equity in public health. The slogan of inclusive
development was used by the government’s flagship programme, the
National Rural Health Mission (NRHM), promising full coverage to
the rural population. In reality, it reduced CPHC to Essential Primary
Level Care primarily limited to reproductive health and family welfare
with disease control and infrastructure maintenance acquiring the
lowest priority over time (Accountability Initiative 2015: 4). The district’s
secondary level institutions were given autonomy at the cost of their
service links with tertiary level institutions, liberating tertiary public
institutions from their referral responsibilities, to join the market. This
autonomy also meant institutional growth guided by the market
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pressures rather than the priorities of population’s epidemiological
needs. Thus, the more paying services grew at the cost of a more
balanced expansion of services.
The achievements of NRHM did not match the accepted United
Nations (UN) millennium goals of: (i) halving ‘extreme poverty’ by the
target year 2015, (ii) child mortality (under five) was to be reduced to
2/3, (iii) Maternal Mortality Rate (MMR) to 3/4, (iv) HIV/AIDS,
tuberculosis and malaria were to be combated (though in collaboration
with the pharmaceutical companies), and (v) sanitation and drinking
water supply were to be improved with better technology (UN 2014).
Thus, while it distorted the structure, its performance was inadequate.
A recent review indicated some success in improving drug supplies,
increasing the number of functional PHCs in addition to creating
Accredited Social Health Activists (ASHA). It pointed out that NRHM
never received the required financial support of INR 900 per capita and
functions with an allocation of only INR 270 per capita (Dhar 2011).
This is in contrast to India’s defence expenditure being INR 170,913
crores for the year 2011-12, a sum which inevitably impacts inputs into
welfare and leads to a health expenditure of INR 28,353.06 crores (GoI
2016: 4; Centre for Budget and Governance Accountability (CBGA) 2012:
30) for the same period. The budget for the year 2016-17 in health and
defence is over INR 33,000 and INR 246,000 crores showing the widening
gap between the two (GoI 2016).
In this milieu of contradictory pressures from donors to restructure
the health sector and invest in it on one hand, and from popular
movements to consider health and food security as a fundamental right
on the other, the Indian state shifted its commitment from CPHC to
UHC. The latter was defined by the High Level Expert Group (HLEG)—
camouflaging differences between the two concepts—as follows:
Ensuring equitable access for all Indian citizens in any part of the
country, regardless of income level, social status, gender, caste or
religion, to affordable, accountable and appropriate, assured quality
health services (promotive, preventive, curative and rehabilitative), as
well as public health services addressing wider determinants of health
delivered to individuals and populations, with the government being
the guarantor and enabler, although not necessarily the only provider,
of health and related services. (Planning Commission (PC) 2011a: 3)
From the case studies though, of Brazil and South Africa that
accepted reforms and were referred to earlier, it is evident that despite
high investments in health, equity remained an issue while medical
markets flourished. How will India face this dilemma, unravelled by
the policies that unfolded after the year 2009?
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Contemporary Official Strategies to Provide UHC in India
The preamble of the Draft National Health Bill was a rather lofty
document promising “protection and fulfilment of rights in relation to
health, and well-being, health equity and justice, including those related
to all the underlying determinants of health and healthcare” (GoI 2009:
6). It granted health as a fundamental human right that requires an
overarching legal framework but the framework focused only on
responsibilities of state as a steward not as provider. Explicit definitions
of terms were neglected by the Bill making multiple legal interpretations
possible. For example, it used terms such as essential public health
system, essential health facilities and healthcare services but did not
make explicit their boundaries or, which of these would be universal.
The understanding of universal access was monetary—financial support
for approaching a provider, public or private—affordable for the state,
irrespective of actual services.
While certain key social determinants were a part of the core
responsibility of the state (safe drinking water, housing, sanitation,
food), neither minimum standards to be achieved for these were spelled
out nor were specific mechanisms set up to ensure inter-ministerial
convergence. Third, the Bill was more concerned with the private
providers and did not specify the responsibility of the public sector
except for its role in public health services for the marginalised. The
issue of universalisation therefore remained vague and devoid of a time
plan. Fourth, by putting the private and public providers in the same
basket of an integrated system, the Bill ignored not only the basic
contradictions of the two, but also tilted the balance in favour of profits
for the private sector by ensuring payments for services by the state
without articulating shared objectives or conditions and liabilities of
this partnership. Fifth, the Bill proposed state and district level Public
Health Boards to implement obligations, formulate rules and regulations
for recruitment from the open market, develop mechanisms for PPP
and empower decentralised monitoring committees, but no principles
for this implementation or regulation were articulated. No institutional
redressal mechanisms for non-medical services like drinking water,
sanitation, etc., were mentioned, nor were schedules, by-laws and rules
circulated. In other words, the Bill remained a policy document of the
steward—the agency in service of—rather than a law for—the private
sector.
Following the Bill, the Twelfth Five Year Plan Approach Paper,
apparently oblivious of the financial cutbacks on public sector in health
and the ensuing loss of its pride and prestige, lamented about the sector’s
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lack of capacity to deliver services. Ignoring failures to contain malaria,
tuberculosis, leprosy and filariasis, it proposed expansion into new areas
like handling deafness, care of the elderly, oral fluorosis, mental diseases,
cancer, etc. It limited prevention to education and counselling, ignoring
the conditions of poverty. While it proposed participation and
community-based validation for the primary level services, not a single
thought was spared for the regulation of tertiary institutions of the
private sector that are at the core of the business of medical tourism.
Promising more resources, insurance system, training and expansion
of health manpower and drugs, the approach paper accepted that
publicly financed healthcare does not necessarily mean provisioning
of services. It emphasised the virtues of public-private partnerships,
publicly financed insurance schemes such as the Rashtriya Swasthya
Bima Yojana (RSBY), of outsourcing diagnostics and of a universal
healthcare system on the same lines (PC 2011b).
In 2010, the PC set up a HLEG that laid out a plan for rebuilding
universal healthcare services. While the conceptualisation of content
and structures was not much different, the key difference from CPHC’s
underlying principles was that the state was fully responsible for
ensuring access, but for provisioning it could use all the private
providers as partners under contract. The main challenges thrown up
by the definition were (a) resource mobilisation for strengthening of
public sector and subsidies for the private providers; (b) working out
the integrative processes within the public sector programmes and
between public and private sectors; (c) the regulatory mechanisms of
the two sectors and conditions for partnership; (d) time plan for
achieving universal care; (e) prioritising the needs of those below the
poverty line and those sitting on it (an equal proportion); and (f) defining
the private partner’s responsibility in national disease control
programmes, maintaining national health statistics and monitoring
mechanisms. To handle these, the HLEG upheld the principle of
universality, equity and higher investments in the health sector. It was
clear that the state must be “primarily and principally responsible for
universal healthcare which is an entitlement to comprehensive health
security” (PC 2011a: 3). Hence, public sector services must be
strengthened, improved and brought to centre stage to ensure ‘access
and services’ to all sections of the people. They recommended that user
fees in public institutions should be discontinued; participation of
citizens must go beyond existing forms of community involvement in
preconceived programmes of provisioning and monitoring healthcare.
It was argued that UHC could succeed only if it was founded on
common interests of all sections, social solidarity and cross-subsidisation
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across classes. Hence, it proposed a single universal method of financing
through general and differential health taxation and recommended that
“70 per cent of it should go to primary healthcare” (Ibid.: 12).
Despite these positive recommendations, four basic problems are
noteworthy. The recommendation to augment the services, private sector
institutions and individuals could be contracted in under clearly
prescribed contractual conditions may sound feasible but, given the
present balance between private and public sectors and their nonexistent regulatory mechanisms, it was impractical. It did not follow any
analysis of either the divisions within or the nature of private sector or
where best regulated linkages are feasible. Countries like Sri Lanka have
successfully used their primary providers to help in primary level care
while the state focused on building an efficient and well-regulated
secondary and tertiary level services in the public sector offering
effective, epidemiologically appropriate services. Such a system provides
professional and moral authority to the state’s regulatory mechanisms.
Given a relatively undermined public sector in India itself needs to
evolve, the licence for partnership could act as a Trojan horse for the
masters of industry, waiting to transform fully, need-based tertiary care
into a full-fledged medical market. An open proposition of PPP—even
if conditional—at all levels without strengthening state services opens
spaces for the powerful corporate sector that has been pressing the
government for spaces at all levels of services to earn huge revenues (CII
and McKinsey 2002: 93–118).
The second problem area is the package of services at different levels
itself which is left to the experts who till date have not found answers
to the challenge of integration of vertical programmes. They themselves
first need to grasp the boundaries of systems covering medical service,
healthcare service and comprehensive health. They have stuck to fertility
control programmes based on technology and failed to locate fertility
within the same social determinants that cause ill health. Similarly, the
official experts continue to project Primary Level healthcare as CPHC
as, hi-tech in medical care and the norms of care set by corporate
hospitals are acceptable to them. As a vision document, it was necessary
for HLEG to set guidelines for developing the package using
epidemiological reasoning for technological choices at different levels.
Thirdly, the recommendations totally ignore the vast presence of
traditional practitioners in the country and the fact that in 14 major
states, about 20–98 per cent households reported using them in the past
three months and in five of these the use was 60–98 per cent (Priya and
Shweta 2010: 129-40). Equally disturbing is the neglect of the present
system of medical education which does not sensitise doctors to the
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prevailing national dilemmas of universalising healthcare. Trained to
judge services through international standards, doctors are encouraged
to migrate to achieve those.
Fourth, while health security is inclusive of a broad range of welfare
services, these are left to overall planning without confronting the extent
of non-availability of food, drinking water, housing and sanitation and
its impact on health. By ignoring the constraint these social determinants
impose on achieving health through technology-based services, the
group of experts remained confined to intra systemic techno-managerial
solutions giving them priority over social and structural issues. UHC
then might achieve universality of access for a limited number but not
necessarily health for all.
The Steering Committee for Health constituted by the PC to guide
the Twelfth Plan (PC 2012), while considering the recommendations of
HLEG, altered its own approach to public health by selectively choosing
from the HLEG recommendations. It emphasised flexibility in its own
approach, stewardship role of the state, importance of using the
strengths of the private sector and accepted the recommendation of
purchasing-in services from private providers and a multi-sectoral
approach without clearly articulating it.
Low financial input and dependence on insurances, PPPs and
pressure on states to contribute remained its financial strategy. It
planned for a reduction in Out of Pocket Expenses (OOPE) from 71 per
cent to 51 per cent by the end of the plan and saw UHC as Essential
Health Package (EHP) of clinical services provided by in-patient and
ambulatory care covering Reproductive and Child Health (RCH),
emergency services, essential medicines for most of the disease burden
in the country (Ibid.: 13). It also proposed pilot UHC projects for
universal care in one district of each state and testing different mixes of
providers (Ibid.: 25-26) enrolling households under empanelled
providers, both public and private. They would be credited for the cashfree services they provide by a system of per capita capitation fee. It
appears that undue urgency for UHC rather than a long-term
perspective guided the Steering Committee. It had a flawed notion of
public health itself separating clinical care from all other activities of
the sector even though it claimed a “systemic approach” (Ibid.: 4) and
at the same time wished to rely upon private providers. This managed
care like model was primarily dependent on state resources and had
little in common with the US experience of managed care that covered
not the poor but those who could pay through Health Maintenance
Organisations (HMOs) that controlled and managed medical providers
(Sekhri 2000).
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Despite underlining the financial and structural problems of the
public sector and saying that “strategies of provision of inputs and
creation of infrastructure under NRHM have not translated into assured
healthcare services for the people” (Ibid.: 6), it paid little attention to
the problems it identified such as disconnect of disease control
programmes with other social sectors, weak use of traditional systems,
poor practice and drug regulatory system and public health
management. It selectively picked up the strategy of contracting-in
private providers from the HLEG and added referrals services through
involving private providers. Timelines and linkages of NRHM and UHC
remained vague and the age-old strategy of focusing on high fertility
states and integration of vertical programmes into NRHM was restated.
Significantly, the responsibility of reviving public sector infrastructure
was left to the state in the name of the state’s autonomy and flexibility.
Training a range of personnel, developing health information systems
and handing social determinants of health through a cadre of public
health were mentioned, but the process and principles for accomplishing
these were not. The committee essentially believed that the health sector
primarily focuses on the delivery of curative services. It thereby ignored
the history of evolution of public health service in India that, apart from
using curative care for prevention, built promotive programmes by
provisioning food and food supplements and sanitation and drinking
water to vulnerable populations. Except for the proposal of State Public
Health Acts and a system for providing free drugs for EHP, not much
was new.
Strengthening of tertiary care was an independent task and private
sector facilities were put centre stage with the logic that it caters to 60
per cent of inpatients. The members never explored its referral linkages
or asked who constituted this 60 per cent and what were their illnesses?
The potential of primary and secondary level care in reducing the heavy
burden on tertiary institutions was ignored along with the fact that the
majority of the poor still depend upon public sector tertiary care.
Given this perspective and the space provided to the representatives
of the private sector and industry and the market bias, the HLEG’s
relatively rational recommendations displeased the PC whose internal
steering committee has prepared a road map for health sector reforms
and delivery of UHC where a major role is given to the private sector
and the private insurance companies. In its own assessment report to
the Prime Minister, the PC is reported to have criticised the HLEG for
its neglect of traditional systems. Referring to the well-established
private sector, it commented that with the major share of personnel,
beds and patients, the private sector has to be partnered with for
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healthcare. It found that, “The [HLEG] report has not taken cognizance
of the existence of a functioning health system built over decades, or
assessed its potential or reasons for gaps,”… “The HLEG report instead
proposes creation of a new set-up for implementation of its goal... has
focused exclusively on UHC (universal healthcare) and, thereby, lacks
holistic prospective,” The Commission’s report also argued that, “The
steering committee report, in contrast, has prepared a road map for
health sector reforms and delivery of UHC.” It added that increase in
public health spending will not translate into lower OOPE on health as
projected by the HLEG (Makkar 2012: unpaged). This is a reflection of
PC’s vision and understanding of UHC and Primary Healthcare due to
which it has failed to keep its promise to invest adequately in the health
sector every year of the Eleventh Plan. The Commission members
refused to interpret Universal Healthcare not as cashless clinical services
to lower OOPE alone but, as a strategy for state-funded CPHC in a
time-bound plan where the marginalised have a priority in services.
The objection of the Ministry of Health to this overhaul by the PC did
not have much effect. Those in power have their own vision of UHC
where reduction of OOPE is more critical as it means higher state
subsidies for the private sector. For them HLEG’s vision is not desirable
but partnership with the private sector is in the name of a holistic
perspective.
Caught between the welfare approaches of the HLEG, however
constrained, the report and the crass neoliberalism of the Steering
Committee, the chapter on health in the Twelfth Plan (PC 2013)
attempted to find a midway but could only make it less crass. For it,
UHC is “some form of coverage” (Ibid.: 10) meant for equity in
healthcare through assured EHP for a large percentage of people.
“Inevitably, the list of assured services will have to be limited by
budgetary constraints,” (Ibid.: 8) while delivery is through managed
care model. How will it link up to the public health programmes to
form an effective preventive strategy beyond reducing pain and
suffering is not clear. For example, if 75 per cent of the tuberculosis
(TB) cases are to be diagnosed and 85 per cent treated over the next 1015 years to reduce disease incidence then, how would public and private
institutions or NRHM and UHC coordinate and cooperate in achieving
this task? Lacking in such precise planning and a vision, the Twelfth
Plan, like all previous such documents, leaves crucial questions
unanswered.
Emphasising the necessity of strengthening public health services—
NRHM/National Health Mission (NHM) and the national disease
control programmes—the draft Chapter calls them ‘the second step’ of
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UHC. Unfortunately, Primary Health Centres and Community Health
Centres that also provide clinical care are sidelined by the urgency to
achieve UHC through managed care within two plans as it ensures
absence of a level playing field for the ill functioning public sector
institutions that may not be able to compete with private/corporate
setups. Their strengthening should be the first step but the draft
document incorporates all the Steering Committee’s fragmented
recommendations for public health, UHC, PPPs and state-funded
insurances like the RSBY based on the argument that the existing
resources of the private sector cannot be ignored. As of today, RSBY
functions as a type of PPP (Bajpai and Saraya 2012) and the challenge
of integration, coordination and convergence remain ideas awaiting
translation into plans. Interestingly, while public sector institutions are
encouraged to mobilise their own resources through autonomous
functioning, PPPs are helped from industry’s corporate social
responsibility funds. Meanwhile, no mention is made of the private
and corporate tertiary sector’s profits and its role and responsibility.
While the Eleventh Plan itself proposed a 3 per cent investment in
the health sector and the Twelfth Plan proposes 2.1 per cent, only 0.42
per cent of the GDP goes to drinking water and sanitation. These
investments are the same as in the Eleventh Plan (CBGA 2011: 21),
reflecting the real concern for social determinants. With the huge burden
of subsidies promised to the private sector, what would remain to run
and strengthen public sector services and infrastructure is not clear.
Even the shortages for NRHM perhaps cannot be met. The document
puts heavy pressure on resource-starved states to finance their health
plans and other welfare services, and on districts to take responsibility
of creating PPPs, revealing the power relation between states and the
centre.
The Trends and the Challenges for the Future
As we saw in the earlier sections, the nature of technology and its
organisation had been at the core of the public health planning for India.
The first wave of technology that came to India between 1930 to 1960–
70 was such that much of it could be scaled up within available
resources. In other words, within a public health perspective—by
judicious choice of technology and its clinical application in an organised
form—organised medical interventions could transcend individual
orientation of medicine to impact the history of diseases through
national disease control and eradication programmes. This was initially
hampered by inadequate planning strategies that selectively picked on
the Bhore Committee’s recommendations and over time focused on
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urban-based super-specialisations rather than rural and urban basic
health services. Later, the planning process was overshadowed by the
needs of the growth-oriented model of development where costly and
individualised technologies promised greater revenues from the
emergent medical markets at home and abroad during the latter half of
the twentieth century. In the West (the home of modern medicine), this
shift was credited to the success of the first phase of medical technologies
and also to the accompanying improvements in the living standards of
the people that contributed to the control of infectious and nutritional
maladies. The movement of technological evolution from mass based
to hi-tech individualised care in such a milieu was uneventful as some
of the basic mass-based services remained. However, pushed by the
global medical market, its premature transfer to the periphery of the
capitalist system—where countries were still struggling with a huge
burden of malnutrition, infectious and non-infectious diseases—created
a crisis in their health sectors.
Instead of making the right technological choices from the old and
the new, India chose to accommodate the hi-tech medical market for its
neoliberal developmental model. India’s Tenth Five Year Plan
emphasised Essential Primary Healthcare and welcomed private
participation in healthcare (PC 2002: 83-91). Following in its steps, the
Eleventh Five Year Plan welcomed medical tourism and hi-tech based
tertiary care and went ahead to rationalise it by proposing, “the people’s
growing lack of trust in the public system” (PC 2008: 68). The Steering
Committee (PC 2012) and the Twelfth Plan thus share one major vision,
which is fragmentation of services into UHC, NRHM, state-led
insurances and tertiary care, all based on an intermingling of public
and private sectors in different ways. The PC documents are significantly
silent on the role of corporate medicine and its pressure to participate
in all levels of care giving (CII and McKinsey 2002). While the UHC is
ultimately seen as a network of curative services, NRHM remains an
independent effort at providing an EHP, with RCH and family welfare
at its core and selected vertical disease control programmes at its
periphery. This has further fragmented clinical care, marginalising
tertiary care within the scope of the public sector and shifting it into the
hands of more powerful corporate and private sectors. The public sector
tertiary care is to survive on PPP (for which the private partner can get
20 per cent funding from the state), help from corporate social
responsibility funds and self-generated resources according to the
Twelfth Plan proposals! For effect, however, the six All India Institute
of Medical Sciences (AIIMS) like institutes of the future are projected
without any planned regional referral function.
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Second, the push and the urgency for UHC is being used to
rationalise a partnership between public and private sectors with an
emphasis on tertiary care. While the HLEG at least envisages a
conditional partnership (without specifying them), the PC documents
mentioned above, treat them as equal partners in a homogeneous system
without any conditionality, or even identifying the complexity of the
private sector and the problems at each level. There is an assumption
that given the fact that there are a number of private and public
providers, there is one uniform, homogeneous system. So both public
and private providers are made a part of the single healthcare system.
This is a flawed vision as the centrality of profit for the private sector
makes their objectives contradictory. If at all they make a system, it is
parasitic where one sector thrives on the other taking advantage of its
power relationship. Given the political context where industry guides
national planning and has identified the health sector as a major source
of revenue, where political leadership translates corporate responsibility
as a means of guiding the functions of the state and as a right and duty
to enter the social sector (rather than using ethical practices in business):
the power balance between the two sectors is evident.
Third, these documents are insensitive to the fact that clinical
medicine is a powerful instrument of prevention and when organised
to achieve efficient coverage of population, can lead to control and
prevention and thereby change the history of disease. They promote
only insured individualised medical care under UHC with no
perspective of disease control. No concern has been shown as to how
the private and public providers will coordinate and collaborate to
ultimately synchronise their services to achieve public health goals.
Hence, mechanisms of coordination and cooperation (in addition to
regulation) are not debated though the need for regulation is accepted.
Fourth, while the need for defining essential care at various levels
and developing the package of its content is recognised by the HLEG,
it identifies no specific areas. Both the Steering Committee and the
chapter on health in the Twelfth Plan define it as RCH, emergency
services and essential medicines for most of the disease burden in the
country and family welfare. None of them articulate the key
epidemiological principles for defining essential services. Consequently,
no systematic evidence-based effort is made for defining essential care
needs of different social groups living under very different conditions.
Average estimates of disease burden that continue to guide the planners
hide the social and economic determinants of diseases and help adopt
priorities not relevant to the marginalised.
These planning documents then are trying to accommodate the hi-

70 Universalising Healthcare in India
tech medical market in India’s healthcare system. This new avatar of
universal healthcare, is poised to take the health system further away
from the initial dream of universal and comprehensive healthcare and
it must be critiqued.
Universal healthcare is not just about coverage. It has to be visualised
as a Rubik’s cube that requires all sides to be tackled together. It is not
only necessary then to reassert the positive recommendations of the
HLEG but also to go beyond and spell out the steps for defining the
content of CPHC and steps to strengthen public services and not be
contrained by UHC. Also, it needs to be extricated from its isolation.
The mistake made by the Bhore Committee of assuming that poverty
and under-nutrition will be dealt with through economic planning must
not be repeated. Welfare and livelihood are essential along with
rebuilding the public health system within which aspects of
comprehensive care left out by HLEG need to be addressed for genuinely
inclusive development. For this, public health researchers must define
the minimum standards of key non-health inputs which, if not achieved,
act as a deterrent and a constraint for health services.
The primary task at hand is to revive the destroyed public sector in
health, and ensure infrastructure and human resources necessary for
CPHC in a phased manner over the next 10 years. Reviving the morale
of its workers, building management systems that are responsible,
accountable and transparent and can regulate, monitor, be supportive
and people-friendly should be prioritised. The unfinished agenda of
defining the components of EHP, reviewing existing programmes and
their integration, handling the task of training appropriate personnel,
provisioning of drugs, etc., needs to be completed. This basically means
taking forward the work of reviewing NRHM, expanding it, addressing
its weaknesses and making it more comprehensive; reforming medical
education and linking up with traditional system provider networks.
This is obviously antithetical to the present trend, wherein catastrophic
expenditure on illness and the urgency to reduce it, has become the
logic behind linking the private sector in all possible ways with the
public sector to further accelerate the shift of public subsidies for
expanding India’s medical market.
Regulatory bodies alone are no panacea, given the balance of power
and the stewardship role of the state that is subservient to the corporate
sector. Only with a well regulated, strong public sector and communitybased monitoring can we hope to regulate the private sector and work
with its primary and selective secondary providers. If in the future, the
commitment to rebuilding the core of the public sector is met, it can
begin to support the primary providers by the end of it. Otherwise it
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would be subsumed by schemes of PPP in the name of state-led
insurances which are already corroding it. Innovative methods would
be required for regulating the traditional providers as well. The
corporate monopoly of the different levels of services must be arrested
to contain costs. If this sector is efficient and has international standards,
it must stand on its own without subsidies from the state. There is
evidence to show that while it continues to draw on state resources, it
has failed to respond to the needs of the disadvantaged and state
regulatory mechanisms (Qadeer and Reddy 2006: 4-20).
The public health movement in India has a major responsibility in
developing its constructive criticism. It must demand articulation of
minimum standards of welfare and their implementation, create
blueprints for rebuilding the public sector health services, and work
towards stopping of commercialisation of public institutions and giving
subsidies to corporate sector partnerships so that sufficient resources
could be made available for the task at hand. Analysing the results of
investing in health and welfare in the present context and critiquing
choices of technology therefore is a central task.
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2
Universal Healthcare and Health Assurance
Through Healthcare Industry and Market
Mechanisms: Evidence Versus Ideology
Indira Chakravarthi

Background
In 2013 the Planning Commission (PC) of India outlined a new strategy
for health in the Twelfth Plan period, 2012–2017, for rolling out Universal
Health Coverage (UHC), as part of a long-term plan that would unfold
over two or three plan periods (Government of India (GoI) 2013). These
plans were based on extensive consultations within and outside the
government, as well as a close review of the actual performance of the
sector during the Eleventh Plan period and the report of the ‘High Level
Expert Group (HELG) on Universal Health Coverage for India’ (PC
2011) that it had constituted in October 2010, for developing a framework
for providing easily accessible and affordable healthcare to all Indians.
The draft National Health Policy (NHP) 2015 added another dimension
to the goal of UHC—that of assured access termed Health Assurance
(Ministry of Health and Family Welfare (MoHFW) 2014). This policy
lays down ‘universality’ as one of its principles, defining it as systems
and services designed to cater to the entire population, not targeted to
any sub-group and to prevent exclusion based on social or economic
grounds. It states that “(t) he approach to providing assured services is
free and universal access to primary healthcare services provided by a
network of public primary care health facilities, supplemented by
strategic purchase of secondary and tertiary care services—largely from
public facilities, supplemented first by purchase from not- for profit
private sector and then from the commercial private sector”(Ibid.: 20).
There is repeated reference in recent times to ‘UHC’, at both national
and international levels, but the idea is not a new one1. Provision of
universal health services—namely, same quality of curative and
preventive services available to all as a right irrespective of their ability
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to pay—through a publicly funded national health services system had
been a central feature of many European nations, as also of the planning
process in India since the 1950s. How it was achieved to a large extent
in many countries and why this has not been achieved in India is subject
for a separate discussion. These repeated announcements for achieving
health for all, for universal healthcare, by themselves constitute evidence
that the earlier proclamations regarding UHC have not fully
materialised or, progressed beyond rhetorical pronouncements towards
practice, implementation and actual strengthening of health systems.
Given this, it would be prudent to be cautious about the promise of
UHC once again by the current political establishment. It should not
detract from the true nature and intentions underlying the developments
in healthcare policy over the last two decades and the current proposals
for reforms in the healthcare system for UHC.
This chapter begins with a quick look at the historical legacy and
significance of UHC as a way of ensuring and implementing a genuine
right to healthcare for a population, followed by a discussion on the
plan and policy proposals in India for universal coverage. This is
followed by a section on the developments in the private healthcare
sector in the country, specifically at the corporate private sector and
what is being hailed as the ‘healthcare industry’. The chapter then
discusses experiences of other countries with mixed systems of
healthcare providers, with corporatisation, regulation and the possibility
of achieving universal healthcare in such a scenario in India.
UHC: Legacy of Social Protection and Welfarism
The concept of organised healthcare services and subsequently of
universal healthcare, is an outcome of the impact, through the
eighteenth-nineteenth century, of the kind of industrialisation, economic
growth and development pursued in Europe and North America: the
four d’s of large-scale disruption, deprivation, disease, death (Szreter
1997) and the political debates and struggles that took place then over
the changes taking place, over disease causation and health (Hamlin
1997; Bump 2010).
The German Bismarckian system of the late nineteenth century of
compulsory health insurance by employers for their low-paid workers
(sickness funds) initiated the tradition of universal healthcare systems
(Gaffny 2013). Comprehensive and genuinely universal healthcare
systems took shape in Britain and several other European countries in
the post-Second World War period and over time have come to represent
the idea of solidarity-social protection-welfarism in these states, as well
as became the model for former colonies such as India. Financed through
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general taxes, this system provided comprehensive healthcare as a right,
with medical services free at the point of service. While there were
several problems, yet the,
Poorest individuals could avail themselves of some of the most advanced
medical care in the world without worry that their illness would bankrupt
their family and without the stigma of charity. A true right to health care
had been legislated into existence. Universal health care, from this
perspective, represented a truly massive and historical achievement (Gaffny
2013:12).

(However, as discussed in a later section, the universal healthcare system
is being dismantled in these countries too).
While there is no universal definition of universal healthcare,
analysis of its usage and operationalisation bring out some of its
underlying assumptions and principles (Bump 2010). These are: a central
role for the government in healthcare, a public commitment to collective
responsibility and redistribution, public values in support of some health
equity, a well-functioning health system providing financial protection
and a range of services, financing of health services through general
taxation, provision through an efficient health system based on a
horizontal approach as against the vertical approach, to address many
problems simultaneously and hence offering a wide range of healthcare
services. Another important aspect is that the transition to it is an
intensely political process, and the existing UHC systems in many
countries were achieved mainly through domestic processes and realignments of political forces. International resources and assistance
had not played a role in these discussions and processes (Ibid..), thus
raising questions about the need for external assistance to developing
countries to move towards universal healthcare, “we need to think
carefully about what potential supporting roles may be played by
international actors” (Ibid.: 41).
UHC in India: Twelfth Plan Measures and Policy Proposals
As mentioned before, the independent Indian state, inspired by the
National Health System (NHS) of Britain, undertook a process of
instituting such a system for India, to provide comprehensive primary
healthcare. For various reasons, largely political and administrative,
the goal envisaged in the post-independence period for the health
services in India has not been fully realised. While there is substantial
infrastructure, trained personnel, technology and well-equipped
institutions for education and research, and adequate production
capacities in the public and private healthcare sector, they are riddled
with several problems.
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With the adoption of neoliberal economic policies in the early 1990s
and the accompanying health sector reforms, the original conception
of universal healthcare has got transformed into UHC, to mean
provision of ‘affordable and accessible’ medical care services. For the
Twelfth Plan, UHC meant that each individual would have assured
access to a defined essential range of medicines and treatment at an
affordable price, which should be entirely free for a large proportion of
the population (PC 2013). The HLEG defines universal healthcare as
“ensuring equitable access to all Indians to affordable, accountable,
appropriate healthcare services...delivered to individuals and
populations, with the government being the guarantor and enabler,
although not necessarily the only provider of healthcare and related
services” (GoI 2011: 3). While the HLEG recommends that general
taxation should be the principal source of healthcare financing and that
there should be no fees of any kind for health services, it also
recommends that “(p)urchase of all healthcare services under the UHC
system should be undertaken either directly by the central and state
governments through their Departments of Health or by quasigovernmental autonomous agencies established especially for the
purpose” (Ibid.: 13). Thus, the HLEG recommends a market approach
entailing separation of financing and provisioning, and ‘purchase’ of
services from a fragmented system consisting of competing providers,
instead of the system envisaged since the 1950s (but never effectively
implemented), of a fully publicly financed, integrated health system,
planning for and providing universal, comprehensive health services.
According to the Twelfth Plan, the health system will “continue to have
a mix of public and private service providers, and the two needs to
coordinate for delivery of a continuum of care” (GoI 2013: 9).
A mix of public and private services is the reality of most countries.
In order to make this mix work, a strong regulatory framework is
essential to ensure that the UHC programme is most effective in
controlling cost, reducing provider-induced demand and ensuring
quality (Ibid.: 13).
The essential official proposal now is as follows. Many countries
are opting for coordinated care models where primary, secondary and
tertiary care is delivered as an integrated framework with the
participation of both the public and private sector. Given the reality of
public-private providers, the Twelfth Plan document asks what are the
possible ways of organising a network of public and private providers
to attain UHC goals? (GoI 2013: 13). While the PC talks of the need to
strengthen our public health infrastructure at all levels, it also talks of
supplementing this infrastructure by private providers as well as PPPs
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(Ibid.: 13). According to the Plan, the UHC would take two plan periods
for its realisation, but the move in terms of pilots and incremental
coverage could begin in the Twelfth Plan itself (Ibid.: 13). It is suggested
that various options of financing and organisation should be explored
by states and encouraged and financed to run one to three pilots to test
out the models. Such as, “(t)he pilots could explore different models
for providing universal access to an Essential Health Package (EHP)...
including... a combination of public and private facility networks”(Ibid.:
15).
The draft NHP 2015 retains much of these strategies and proposals:
assurance of universal availability of free, comprehensive primary
healthcare services as an entitlement, and ensuring improved access
and affordability of secondary and tertiary care services through a
combination of public hospitals and strategic purchasing of services
from the private health sector. This policy explicitly recognises the
presence of the growing corporate sector and its contribution to
employment, to medical tourism and economic growth. It calls for the
MoHFW to actively intervene and “influence the growth of this private
health care industry and medical technologies to ensure alignment with
public health goals, and enable contribution to making health care
systems more effective, efficient, rational, safe, affordable and ethical”
(MoHFW 2014: 15).We see that instead of asking why the government
health system has become weak and ineffective and why there is such a
vast private sector, the state serves it as a ‘fait accompli’ and proposes
to ‘strengthen’ the public health system for universal health coverage
by accommodation and ‘strengthening’ of the private sector within the
health system, rather than explore other options that have been proposed
over the years.2
Thus, in all the recent discourse and proposals, the term UHC has
been used largely to camouflage discussion on financing of medical
care, on how to accommodate the expanding healthcare industry. Its
use now bears little resemblance, if at all any, to its original conception
of healthcare as a right and as a public good to be provided as part of
wider public health goals.
The biggest concern with such plans and proposals is the
accommodation through all these strategies of an unregulated,
increasingly commercialised, private sector within the health system
and an expanded role for it in the provision of secondary and tertiary
care services. The current discourse in health policy, focusing largely
on financing-purchasing mechanisms and insurance, either ignores or
is oblivious to the fact that the private sector in medical care is very
diverse and no longer comprises simply of a non-profit segment of
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individual practitioners, small nursing homes, small laboratories, and
charitable hospitals. There are as yet no comprehensive studies on the
performance of private sector in general and specifically on the corporate
sector, except for isolated ones on financial performance (Bhat 2006), or
in context of Foreign Direct Investment (FDI) and medical tourism
(Chanda 2010). There is continuing dearth of information on size, spread,
composition, infrastructure, efficiency and effectiveness of the private
sector hospitals, services provided and their quality, employment
conditions, costs and status of adherence to rational, ethical practices.
There are no rigorous evaluations yet on the terms and conditions, and
functioning of public–private partnerships (PPPs) in the healthcare
sector (Datta 2009; Prashanth 2011). While the Clinical Establishments
Act has been passed for registration of healthcare institutions, there is
no political will so far to implement the Act or to take specific steps and
measures to align the private sector with public health goals and to
make them effective, efficient, rational, safe, affordable and ethical
(MoHFW 2014: 15) as stated in the draft National Health Policy 2015.
Private Healthcare Services in India
Healthcare as ‘big business opportunity’, as engine of growth since
the 1990s, the provision of health services has become increasingly
commercialised, and is being projected as a revenue/profit generating
activity (Chakravarthi 2010 and 2013; Lefebvre 2010). As of December
2015, the overall Indian healthcare market was estimated to be 100 billion
US $ and expected to grow to 280 billion US $ by 2020, a Compound
Annual Growth Rate (CAGR) of 22.9 per cent. Healthcare delivery,
which includes hospitals, nursing homes and diagnostics centres, and
pharmaceuticals, constitutes 65 per cent of the overall market 3.
Healthcare in India was reported to be one of the largest service sectors,
contributing about 4 per cent of Gross Domestic Product (GDP)
(Chakraborty 2016), and expected to grow to around 6.1 per cent of
GDP and employ about 8 million people (Federation of Indian Chambers
of Commerce and Industry (FICCI )2014).
Increasingly over the past decade, there is strong advocacy and
promotion by the industry of the idea that “Health care infrastructure
should not just be viewed as a social good but also as a viable economic
venture with productivity” (FICCI 2008: 11). The Confederation of
Indian Industry (CII) projects the healthcare sector as one with immense
importance for the national economy, due to its rising contribution to
Gross Domestic Product (GDP) and the potential to be an engine of
growth for the nation as it can create 70 to 80 million jobs in the next 10
years (Bakshi et al. 2010). CII has a National Committee on Healthcare,
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comprising hospitals, diagnostic centres, and medical equipment
companies4. Since 2002, CII has been regularly organising India Health
Summit to promote private investment in the healthcare sector and
lobby for concessions and favourable policies5.One of the demands of
FICCI Health Services Division is that the government should attract
private healthcare investment to supplement the public funding deficit
in healthcare allocations, by giving various fiscal and non-fiscal
incentives. Some of the proposals suggested by this FICCI are:
1. The role of private healthcare providers in creating affordable,
accessible, and quality healthcare infrastructure should be
recognised through sensitisation of the decision-makers by
providing appropriate information through dialogue.
2. PPP projects for building health infrastructure should be
facilitated through healthy dialogue between the public and the
private sector, and extensive stakeholder consultation by
involving the civil society organisations, NGOs and the
government to leverage each other’s strengths.
3. The private sector should be encouraged and incentivised to
make the required amount of investment particularly in Tier 2
and Tier 3, cities and in those states lagging behind in the
development of the health sector.
4. The non-viable concept of free treatment by the private sector
in lieu of incentives should be replaced with third party payment
by the government or insurance system (FICCI 2008).
PPPs are being viewed as having the potential to create an enormous
market with a reliable, multi-year revenue stream for private investors
(CII 2011). In short, the industry views the scenario thus:
The first wave of healthcare provision in India was the government
run healthcare network. The influx of the private players defined the
second wave. Now a discerning and interconnected nation demands a
new incarnation: Healthcare 3.0, which will transform the ground rules
of healthcare. Healthcare 3.0 will ordain that revenues are linked to
patient satisfaction. Seamless public-private partnerships will be the
backbone of the new dispensation, emerging as fundamental to growth
(Bakshi et al. 2010: v).
Investments in Healthcare Sector—‘Targeting new segments’—
setting up clinics and hospitals outside metropolises and big cities.
According to the Centre for Monitoring Indian Economy (CMIE)
projects entailing investments of 231.9 billion INR, were likely to be
completed during 2015–17. Among these, projects worth 72.4 billion
INR were likely to be commissioned by the end of the 2015, 76.7 billion
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INR in 2015–16 and 82.8 billion in 2016–17 (CMIE 2015).While there
were a few projects by the government among these, the bulk of the
investments were from the private sector. Apollo Hospitals was
implementing ten projects across several states, expected to be
completed during the 2014–16 period, entailing an investment of 12.9
billion INR. Fortis Healthcare also set up two hospitals in Karnataka
(investment of 350 million INR in one of these) and one in Telangana at
an investment of 2.1 billion INR (D’Souza 2014). The share of Foreign
Direct Investment (FDI) equity inflow too had increased from 13 per
cent during 2000–2005 to around 25.5 per cent in 2013, though was
subject to year to year fluctuations (Hooda 2015). A significant number
of multinational players had increased their presence through
partnerships and investments in joint venture projects. Corporate
hospitals are also expanding into Tier 2 and Tier 3 cities, as well across
north and east India, beyond Kolkata to cities such as Asansol, Siliguri
in Assam, Bhubaneshwar in Odisha.
The lack of hospitals and medical facilities outside metropolitan
cities and urban centres, and the availability of government health
insurance programmes such as Rashtriya Swasthya Bima Yojana (RSBY),
Arogyasri, etc., is being exploited by corporate hospitals such as Apollo,
to set up what has been termed Apollo Reach Hospitals. As part of the
plans to expand and penetrate different, underserved markets, Apollo
Reach hospitals are being set up since 2008 in Tier 2 and Tier 3 cities,
with 100–200 beds, in the name of taking high-quality healthcare closer
to the masses so that patients in these locations do not have to travel to
Tier 1 cities for comprehensive medical treatments (Apollo Hospitals
2011). For Apollo Hospitals, the leading corporate healthcare company
in India, indicators such as revenue from operations, profit before tax,
profit after tax and earnings per share have all steadily increased over
the past five years. For instance, profits after tax increased since 2011,
from INR 1,839 million to 3,168 million in 2014 to 3,399 million in 2015
(Apollo Hospitals 2015).
Infusion of Private Equity
The hospital and diagnostic centres attracted FDI worth 3.21 billion
US$ between April 2000 and September 2015, according to the data
released by the Department of Industrial Policy and Promotion (DIPP).6
FDI into the hospitals and diagnostics sector increased from US$ 6.93
million in 2001–02 to US$ 684.58 million in 2013–14, though subject to
year to year fluctuations. In Rupee terms, FDI equity inflow to hospitals
and diagnostic centres increased to INR 3,995 crore in 2013–14 from as
low as 31 crore INR in 2001–02 (Hooda 2015). Among others, Max
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Healthcare Institute Ltd, Fortis Hospital Ltd, Apollo Hospitals
Enterprises Ltd, Colombia Asia Hospital Pvt. Ltd, DM Healthcare Pvt.
Ltd, Kanishka Healthcare Ltd, Narayana Health (earlier Narayana
Hrudayalaya Pvt. Ltd) attracted the highest FDI equity inflow (about
more than the 100 million US $) in the hospital sector between March
2000 and October 2014. In addition to these, Seven Hills Healthcare
Ltd, Nova Medical Centres Pvt. Ltd, Vasan Healthcare Pvt. Ltd, Escorts
Heart Super Speciality and Research, International Hospital Limited,
Quality Care India Ltd. and Thyrocare Technologies Ltd. also attracted
high FDI inflows. Most of the FDI inflow to these major corporations
located in five metropolitan cities, namely New Delhi, Chennai,
Bangalore, Hyderabad and Mumbai are routed via Mauritius, Singapore
and the USA (Ibid.).
Healthcare has become an attractive new sector for investment by
venture capital and private equity funds. According to business reports
there has been an increase of Private Equity (PE) funding in healthcare.
The healthcare industry is reported to be ‘flush’ with PE funds (Dutta
2008). Private equity investments into the private healthcare provider
sector were reported to be 552 million $ in 2014, slightly lower than the
786.2 million in 2013, according to Thomson Reuter’s data (Reuters 2015).
The average investment size by private equity funds in healthcare chains
was reported to have increased to 20–30 million US $ from 5-15 million
US$, as per Price Water House Coopers7. The investment of PE funds
was reported to be taking place not just for established hospital chains
in urban areas but also for hospitals in tier II and tier III cities, rural and
semi-urban areas, diagnostic centres and medical equipment.
Acumen Fund (a US-based social venture capital fund) and
Hindustan Latex Ltd (HLL, a government enterprise) have formed a
joint venture called Life Spring Hospitals, which was creating a chain
of small hospitals (20–25 beds), to provide maternal and child healthcare
services for the low-income group in urban areas. As of 2012, Life Spring
had 12 hospitals in Hyderabad, and aimed to set up 200 hospitals across
cities such as Delhi, Mumbai and Bangalore over the following five
years8. ICICI Venture, through I-Ven Medicare in mid-2007, had invested
in not so-renowned names in healthcare such as 36 million US $ in
Sahyadri Hospital, Pune; 24 million in Vikram Hospital, Mysore; 16.25
million in Medica Synergy, Kolkata and 10.25 million in RG Stone, New
Delhi. Apollo Hospitals has had PE investments from companies such
as Schroders (Dutta 2008). PE firms were also reported to be investing
in independent diagnostic centres. Such as: Industrial Credit and
Investment Corporation of India (ICICI) Venture had invested 35 crore
INR in Metropolis Health Services in 2006. Venture Capital firm Sequoia
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Capital India had invested 10 million $ in Dr Lal Path Labs (FICCI 2008).
Some other such investments include Deutsche Investitions- und
Entwicklungsgesellschaft (DEG) investing $12.21 million in Ivy
Hospitals, The Inernational Finance Corporation (IFC) and Standard
Chartered investing over $46 million in Fortis Healthcare and Multiples
Alternate Asset Management investing $33.15 million in Vikram
Hospitals, among others (Team VCC 2013).
Role of the International Finance Corporation
The IFC, a member of the World Bank (WB) group, is the largest global
development institution focused exclusively on the private sector in
developing countries9. IFC’s Venture Capital Division provides equity
financing to early and growth-stage companies including information
technology, healthcare, education, and agribusiness. According to the
Principal Investment Officer, IFC-South Asia, India is a very important
market for the IFC and the World Bank Group, particularly in the
healthcare sector. IFC has a strong investment portfolio in the Indian
healthcare sector, with commitments of over US$ 450 million,
representing over 30 per cent of our global health investment portfolio.
(Babu 2014).
At the IFC’s International Private Health Conference in May 2011,
it was stated by one IFC functionary that, “Health care has become a
major global industry, growing faster than GDP in most countries… as
the world recovers from the international financial crisis, the expansion
of the private health sector continues rapidly across emerging markets”
(IFC 2011 unpaged). As of May 2009, it had invested about US$ 200
million in the private healthcare sector in India (IFC 2009).
Table 2.1: Hospital Projects Funded by the IFC in US $ Million
Corporations

Project
Cost

IFC Loan/
Investment

Year of
Signing

Duncan-Gleneagles
29
7(24%)
1997
Max Healthcare
84
18(21%)
2002
Apollo Hospitals
70
20(29%)
2005
Artemis
40
10(25%)
2006
Max Healthcare
90
67(74%)
2007
Rockland
76
22(29%)
2008
Max Healthcare
93
30(32%)
2009
Apollo Hospitals
200
50(25%)
2009
In column 3, figures within brackets are per cent of total project cost
(Source: Burns 2014: 186)
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For instance, in June 2009, IFC provided loans amounting to 50
million dollars to Apollo Hospitals Enterprises Limited (AHEL) (Table
2.1) to expand its Apollo Reach network, specifically to set up smaller
hospitals in the next three years in semi-urban and rural areas, in Tier
II cities, to provide ‘affordable healthcare’ to low-income populations
in these areas10 (IFC 2009). IFC had also invested INR 150 crore ($31.25
million) in Max Healthcare for 4.4 per cent stake in May 2009; it sold
part of this stake in late 2014 making INR 60-65 crore ($ 10 million)
from this sale, which amounted to about twice its investment after five
years (Gupta 2014). In 2014, IFC invested $7 million in dialysis provider
Nephro Plus to expand access to kidney care services in India
(Kalavalapalli and Ambre 2014), and in 2015 made a venture capital
investment of 5.5 million dollars in the eye-hospital chain Eye-Q Vision,
to help expand access to eye-care services in non-metro cities (Press
Trust of India (PTI) 2015a).
Investments by Overseas Firms in Healthcare Provision in India
• Besides IFC, Bessemer Venture Partners (BVP), a US-based
venture capital investing company has invested more than $ 7
million in Nephro Plus, in 2011 and in 2014 (Kalavalapalli and
Ambre 2014).
• Mauritius-based PE investor Peepul Capital has invested more
than INR 150 crores in Chennai-based Rhea Healthcare for
expansion of 20-30 bedded Motherhood Hospitals in southern
India; presently functioning in Bangalore, Hyderabad, Chennai
(BS Reporter 2013).11
• PE funds JP Morgan and Pine Bridge have 25 per cent stake in
Narayana Health (Madhavan 2014).
• In 2015, US-based PE firm Carlyle Group acquired a 37per cent
stake in Metropolis Healthcare Limited, a chain of pathology
laboratories. (Balakrishnan 2015).
• Malaysia-based IHH Healthcare Berhad, which is a multimarket investment group with premium healthcare assets:
(a) Owns 10.85 per cent of Apollo Hospitals Enterprise Ltd.,
India’s leading hospital chain (Reuters 2015).
(b) Recently picked up 73.4 per cent stake in Hyderabad-based
GE Medical Associates Private Ltd that runs Global
Hospitals, for 1284 crore INR (Ibid.).
• Dubai-based Abraaj group
(a) Invested in Rainbow Hospitals, along with CDC group,
which is the UK government’s development finance
institution in UK.12
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(b) Invested 9.3 million US dollars in the Apollo Bhilai Scan
and Research (BSR) group, a healthcare services chain
operating primarily across central India, for expansion of
the cancer super speciality hospital and establishment of 16
new imaging diagnostic centres. (Balakrishnan 2016).13
(c) In January 2016 Abraaj group bought a majority stake in
Hyderabad-based CARE Hospitals, which was founded in
1997 by a team of cardiologists, and has 2,600 beds across
16 hospitals in nine cities in the country (Ibid.).
CDC Group specialises in supporting businesses in Africa and Asia; in
other words, it provides capital to private sector entrepreneurs in poorer
developing countries.14 In 2013 CDC with (Dubai-based Abraaj group)
made a direct equity investment of 17.5 million US $ in Rainbow
Hospitals, an Andhra Pradesh-based paediatric and maternity
healthcare business, for expansion to Chennai, Pune, Kurnool and Vizag,
to set up tertiary paediatric centres (Team VCC 2013). In 2015 CDC
invested INR 300 crore for around 10-15 per cent stake in Narayana
Health, to fund its expansion in Kolkata, Bhubaneshwar, Lucknow and
Bangalore (PTI 2015b).
Healthcare companies and corporate hospitals in India now have
marketing and business development departments, with the marketing
division becoming increasingly active. While the code of medical ethics
by the Medical Council of India (MCI) prohibits doctors from advertising
or marketing to solicit patients, there are no such restrictions on
corporate hospitals. There has been a substantial increase in marketing
and advertising expenses of the top hospital chains like Apollo Hospitals
and Max Healthcare over the last five years. The marketing expenses of
Apollo Hospitals increased from 1.78 per cent of the total income in
2010 to 2.66 per cent in 2013. The marketing and advertising expenses
increased by 145 per cent from 42.04 crore INR in 2010 to 103.36 crore
in 2013. The marketing expenses of Max Healthcare rose from 0.72 per
cent in 2010 to 1.37 per cent in 2013 and in absolute value from 3.25
crore INR to 10.13 crores (Kanchan 2015).
Discussion
Currently, in India, we see that the provision of medical care has become
a highly sought after sector by capitalist institutions, with a growing
network of corporations supplying medical care for profit (McKinlay
1987). The healthcare sector (medical care sector) is getting rapidly
transformed from a heterogeneous one comprising small hospitals and
nursing homes owned by individual doctors. A crucial feature of the
private sector in India is the consolidation of the healthcare industry,
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and the spread of for-profit hospitals, a process which is being facilitated
through policy measures, as well as by powerful institutions such as
the IFC and development partners such as the Department for
International Development (DFID). We witness rapid developments in
the private medical care sector, such as the expansion of the corporate
sector to smaller cities and towns, forming referral networks, setting
up of smaller facilities for specialised, single-specialty care such as
maternity care-eye care-cardiac care-dialysis-diagnostics, etc., setting
up primary care clinics for out-patient needs and consultations,
attracting doctors towards such arrangements, getting into PPPs and
expanding insurance schemes.
Analysing the phenomenon of entry of financial and industrial
capital in medicine and healthcare in the US in the 1970s, McKinlay
pointed out that the industrial and financial capital institutions in
medical care impose the same logic (profitability through expansion)
in this field that they have been doing in other sectors of the economy
since around the turn of the twentieth century (Ibid.). Their presence
has ramifications at all levels. There is an urgent need to comprehend
the behaviour and power of corporations that have the resources to
raise finance, to hire marketing expertise to package and sell services,
to create and sell new demands and to influence/restructure medical
practice and the nature of services sold/offered, the pricing of services
and the kind of technologies used. There arise several concerns about
the private finance capital investments in healthcare. When the capital
market provides funds to the healthcare companies it expects a return
just as in any other area of enterprise. In his discussion on the role of
capital markets in the healthcare system in the US, Silvers says: “The
capital market is dominated by an economic perspective, which leaves
little room for broader measures of welfare. Those who lend money
want it back” (Silvers 2001: 1022–23). So, all institutions with outstanding
debt must meet their financial obligations first if they are to continue,
notwithstanding concerns about patient welfare being a priority.
Furthermore, access to equity capital comes with a price tag, such as
expected returns of 40 per cent or more, shared control or shared
ownership (Venkatesan 1997 cited in Grazier and Mettler 2006).
The healthcare industry, specifically the hospital sector within this
healthcare industry, is adopting a moralistic stance and talks of working
towards universal, affordable and high quality healthcare to the millions
of Indians who are deprived of such services. This, the industry persons
say, is possible through ‘innovative’ business and market mechanisms,
and are making plans along these lines for expansion, penetrating new
markets, targeting new segments, training and attracting medical
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professionals, etc. However, the actual goals of the industry are clearly
those of commerce, profits and expansions, and bear no relation to these
moral proclamations of service provision. They are in reality a total
antithesis to the vision and provision of healthcare as public good and
a public service, to be provided through a comprehensive, universal,
healthcare system.
What are the implications for a mixed health system of the presence
of this expanding for-profit private sector and the influx of finance
capital into healthcare? The government’s plans and proposals need to
be placed in the context of the growing presence and influence of the
corporate and finance capital in medical care, as well as the larger
ideological shift that has occurred since the 1980s against provision of
welfare services by the state.
Is this the way towards a health system for ‘universal healthcare’
or towards the entrenchment of the ‘healthcare industry’? Is it possible
to align the activities of such an industry to meet the objectives of
comprehensive, universal and equitable healthcare?
Experiences from other countries shed some light on the
impossibility of achieving universal care through such measures. There
is not much evidence that such a mixed system is better, more equitable
or efficient. On the contrary, there is plenty of evidence of the adverse
and pernicious effects of corporate investment, of private capital, as
well as of having a system of public funding, private provisioning and
of introducing competition and managed care. One such case is that of
the UK NHS.
Impact of Market-Oriented Reforms on Expenditure, Quality and
Comprehensiveness
Macro-economic measures aimed at curbing public expenditure on
health were introduced in the mid-1970s in the UK. Extensive
documentation and analysis of the UK experience of reform of NHS,
through a range of market prescriptions, point to the erosion of
universality, comprehensiveness and equity, and to the enormous
transaction costs and waste associated with market-based mechanisms
in healthcare (Pollock 2005). It was observed that:
costs were driven up, not down; bureaucracy continued to expand, instead
of decreasing, inequities of all kinds were aggravated, not reduced and
new inequities were created; more services that had been free were to be
charged for, or would simply disappear from the NHS, to be provided
only by the private sector, for those able to afford them. Comprehensiveness
and universality became things of the past…Healthcare moved increasingly
rapidly away from being a right, back towards being a commodity—as it
had been before 1948. (Ibid.: 35)
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Comprehensiveness has clearly been abandoned, whether explicitly,
as with most long-term residential care and routine optical care, or
implicitly, as with dentistry, which is available at NHS terms only to
children…Universality has gone in as much as the services provided
both by GPs and hospitals vary increasingly from place to place…The
emphasis is now on ‘decentralisation’ and ‘choice’, but there are no
mechanisms for providing democratic local control…(Ibid.: 83).
The management reforms of the 1980s and the introduction of the
internal market in the early 1990s saw the NHS’s administrative costs
rise from 6 per cent to 12 per cent. Making and monitoring hundreds of
thousands of contracts, billing for every treatment (to achieve payment
by results), and paying for accounting, auditing, legal services and
advertising—not to mention shareholders’ profits—are bound to
swallow a large part of the new money.
As a result of outsourcing of non-clinical work in the NHS, turnover
of support staff rose, cleaning standards fell, while the poor quality of
hospital meals became notorious… managing the outsourcing contracts
and monitoring their performance often consumed more administrative
time than had previously been needed to manage the services inhouse…the main effect of outsourcing, however, was to replace the
professional culture that had previously prevailed in NHS hospitals
with a business culture focused less and less on medical values and
more on accounts. (Ibid.: 40-41).
Another consequence of the market was that it had become virtually
impossible to track NHS expenditure, and the lack of transparency was
set to worsen (Ibid.: 227)
At a deeper level still are the implications of the so-called mixed
economy of healthcare. Quite apart from some £4 billion a year of tax
revenues going to the private long-term care industry, more and more
of the NHS budget itself now ends up in the accounts of private
companies providing everything. (Ibid.: 84). Finally, the independent
regulator was to regulate the medical markets that are sought to be
created through these reforms. The mandate of the regulator had nothing
about comprehensiveness, universality and equity (Ibid.: 85, 234).
Other than these problems associated with markets and the
difficulties and barriers in regulating them, the major casualty of the
introduction of markets has been loss of the population focus in the
health system, which is what public health is all about to begin with.
Adverse Impacts of Corporate Presence
In India, sections of the medical profession are now expressing concern
about the increasingly unethical and irrational medical practices, arising
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from the practices adopted by corporate and other big private hospitals
to increase their revenues. It has been pointed out that big private
hospitals adopt measures such as offering ‘commissions’ to doctors in
solo outpatient clinics and to those who practise in smaller hospitals
(public or private), which do not have all the facilities, to refer their
patients to these big hospitals. This system is widely known as ‘cut
practice’ and the doctor becomes effectively an agent, whose commission
gets related to the number of patients he/she sends to the big hospital
(Berger 2014; Kanchan 2015). There are also accounts of targets being
given to doctors for conducting a certain number of procedures or
surgeries in the hospital or keep patients longer than necessary in the
hospital to increase hospital revenues (Gadre and Shukla 2016). Such
mechanisms are making it difficult for rational and ethical medical
practice. In 2014, cardiologists at the prestigious All India Institute of
Medical Sciences (AIIMS), Delhi, decided to launch an initiative called
the Society for Less Investigative Medicine (SLIM), to tackle the
increasing practice of advising excessive medical investigations. There
are also accounts of doctors suffering from ‘dual loyalties’, towards
their corporate employers and towards their patients; sometimes the
two come into conflict and often interests of the patient are undermined
(Jesani 2014). These revelations and accounts raise serious concerns
about how the government intends and plans to curb these irrational,
unethical practices and align the activities of the corporate and other
private hospitals with public health goals.
In Australia it was found that corporate investment clearly
undermined the capacity of the state to intervene in the healthcare sector
and there was lack of political and bureaucratic control over the planning
of appropriate hospital services. Among the problems of introducing
competition in this sector was the lack of information sharing between
hospitals, such as of disease infection rates and about financial
performance on grounds of ‘commercial sensitivity’. Such inhibition of
information sharing decreased the capacity of the state to monitor,
regulate and control (White and Collyer 1998). In Malaysia, it was
observed that “the profit motive does not appear to have resulted in
vigorous competition and improvements in the quality of services. Nor
had competitive pricing resulted in lower costs to consumers”
(Barraclough 1997: 653). Further, many doctors and nursing staff had
left the public sector for the better pay, work conditions and prospects
in the private sector. Yet another issue was that existing charitable
hospitals were finding it more difficult to cross-subsidise their poor
patients due to the need to be competitive with commercial hospitals.
In the context of similar developments in the US, it was observed that
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with the coming of the corporation has come, “the pursuit of market
logic above all” (White 2007: 396). This review of studies of the market
mechanisms in medical care in the US over more than a decade (19932005) indicated that some of the features of the market—particularly
how investors allocated capital—had been incompatible with the pursuit
of a more efficient and equitable healthcare system (White 2007).
Competition had little ability to rationalise (re-organise) healthcare
systems; costs were driven more by market power over prices than by
management of utilisation; competitive or financial threats compelled
a very large portion of all providers (including non-profit providers) to
merge with larger entities, with resulting loss of local managerial control.
Other reviews showed that the economic benefits promised by forprofits had not been demonstrated. Rise in investor-owned hospitals
had increased rather than lowered costs of healthcare.
Braveman and Bennett (1995) in their analysis of the problems in
the US of the healthcare system and how to reform it, draw attention to
the presence and impact of for-profit corporatisation on every aspect of
healthcare, on the pressures to achieve efficiency at the cost of quality
and equity. They observe that, “(t)he health- care industry now provides
a deep feeding trough for the insatiable appetites of for-profit
corporations” (Braveman and Bennett 1995: 266). They point out that
even if multiple payers (insurance companies) were replaced by a singlepayer the problems would not go away, managed competition would
persist among multiple providers, for-profit providers would compete
among themselves for re-imbursement from the single payer. A single
payer would eliminate the wastage associated with insurance
companies, but profiteering by providers and suppliers would remain;
even with single-payer reform, extensive mechanisms for managed care
would be necessary to control profiteering and waste. In conclusion
they say,
Perhaps it’s time to do battle with the real monsters and dare to question
publicly the role of rapacious profit-making in health-care as well as the
practice of unregulated fee-for-service medicine and the treatment of health
care as a consumer commodity like any other. Achieving universal coverage
with high-quality services that are distributed equitably and sustained by
public funding will necessarily involve some limits on physician autonomy
and patient choice as well as on profiteering. (Ibid.: 267)

Another review of many studies of the US healthcare system arrived at
the following indicting conclusions:
The US has four decades of experience with the combination of public
funding and private healthcare management and delivery, closely
analogous to reforms recently enacted or proposed in many other nations.
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Extensive research…shows that for-profit health institutions provide
inferior care at inflated prices. The US experience also demonstrates that
market mechanisms nurture unscrupulous medical businesses and
undermine medical institutions unable or unwilling to tailor care to
profitability. The commercialization of care in the US has driven up costs
by diverting money to profits and by fuelling a vast increase in management
and financial bureaucracy, which now consumes 31 percent of total health
spending…The poor performance of the US healthcare is directly
attributable to reliance on market mechanisms and for-profit firms, and
should warn other nations from this path. (Himmelstein and Woolhandler
2008: 407)

Experience of USA with Private Capital Financing
In the context of the US it has been found that the capital market has
had a major role in restructuring the healthcare sector (Silvers 2001).
Firstly, the capital market provides the funds it does to the health sector
and expects a return just the same as in any other area of enterprise.
Reliance on private investment sources in the United States has
fundamentally shaped the focus of the industry in a manner
dramatically different from the systems found in other countries where
governments supply capital. For all the disclaimers about the importance
of patients, service and community, the fact is that all institutions with
outstanding debt must meet their financial obligations first if they are
to continue. As the level of outside financing has grown, other
differences blur and traditional concern for the public or even attending
physicians may come second after profitability (Ibid.: 1027–1028).The
resulting market discipline extends to both for-profit firms and nonprofit organisations in several ways. The implications for access, quality
and cost coming from the role of private capital in the health sector are
very uneven depending on location, health status, and insurance
coverage. The important question that emerged was,
whether the requirements of private capital can be made compatible with
larger needs of society to provide service to marginal populations? In other
words, will the government be able to set payment levels and subsidies so
as to allow privately financed providers to meet these needs while staying
solvent and avoiding suboptimal decisions in the pursuit of paying
customers? (Ibid.: 1028)

UHC and Health Assurance in Times of For-Profit Healthcare:
Evidence versus Ideology
Thus, there is a wealth of information on the distortions produced by
for-profits healthcare providers, on how the presence of markets and
competition in healthcare systems has not achieved objectives such as
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universality, efficiency, cost-control and a regulated private sector. If
such overwhelming evidence is to be ignored, and governments and
policy-makers insist on imposing market prescriptions for universal
access, then is it anything other than neoliberal ideology at work for
the benefit of a few?
As it is well known, health sector reforms are not unique to India.
The re-structuring of economies worldwide since the late 1980s have
had significant implications for healthcare—there has been restructuring
of health services in the name of efficiency. Shaoul’s analysis of the
health sector reforms in the UK show how the chief characteristic of all
these economic, financial and organisational ‘reform’ measures, is that
they are ‘the techniques used by the private sector to generate profit
out of the production of commodities for distribution to the providers
of finance’ (Shaoul 2003: 152). The reforms comprised a series of
measures under the umbrella of ‘new managerialism’. The underlying
assumption was that the tools of private sector management could
improve the output, enhance profits, and contain the ‘problem’ of rising
cost of healthcare. The emphasis on financial management as a proactive
tool to manage public healthcare was to achieve these objectives, not
simply to record income and expenditure. This approach was
accompanied by emphasis on the three es—economy, efficiency and
effectiveness —and the growth of performance measures which
attempted to capture and compare the performance of public sector
providers. It represented a change in the way that public health was
managed in two significant respects: from planning on the basis of
perceived needs, to managing by financial numbers; and from decisionmaking and control by the service professionals to decision-making
and control by managers. As rightly pointed out by Shaoul, through
these measures a transformation of social relations is being affected.
Firstly, the relations of production in health are being realigned so that
they match those of the private sector. Second, services funded by the
public through taxation are being organised by the state to serve more
directly the financial interests of the private corporations, not the public,
via outsourcing, partnership arrangements, and insurance. Third, the
public is being reconstituted as the ‘customer’ for the goods and services
so produced (Ibid.).
While these measures may appear and are presented as a form of
decentralisation that permits local decision-making, their real function
is to create the structures and mechanisms for the private sector to more
easily control, own and direct public services and public policy. Such
services can then get integrated into the wider international economy
as they are taken over by the transnational corporations, through
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provisions such as General Agreement on Trade in Services (GATS). In
other words, in reality, the social welfare functions of the state are being
integrated into the world economy, not for the benefit of the population
at large as they are made out to be, but for the benefit of capital. Terms
such as ‘universal healthcare,’ ‘healthcare as a right,’ ‘equity,’ ‘choice’,
etc. are merely being used to give the so-called ‘human face’, rather a
mask to conceal what is essentially becoming an unhealthy, unjust
accumulation of profits in the name of providing healthcare.
NOTES
1. The terms Universal Healthcare, Universal Health Coverage and
Universal Access to Healthcare are often used interchangeably. For some
UHC means that basic medical services should be available at low or no
cost; for others it means everyone should have health insurance. Health
activists point out that UHC is not simply a question of extending the
existing healthcare system to cover the entire population, but of
transforming it to a new system in which health services are a right and
not as a commodity, and is part of comprehensive welfare services. It
functions with the principle and objective of providing good quality
health services to the entire population, regardless of income level, social
status or place of residence. Since the First World War UHC has been
periodically propounded by international institutions as a goal for health
systems of developing countries. First by the Rockefeller Foundation
(1920s) and then by the League of Nations (1930s) and after that by the
Alma Ata Declaration of “Health for All” in 1978. For the third time now
the WHO and World Bank are advocating it.
2. As pointed out by Banerji, ‘considerable thought has been given to reorienting this health service system and over the years several
commissions, committees and study groups have pondered over it.
Almost all of them have emphasised the need for radical change.’ (Banerji
1985: 42).
3. http://www.ibef.org/industry/healthcare-india.aspx January 2016,
accessed May 25, 2016.
4. h t t p : / / c i i . i n / C C D e t a i l s . a s p x ? e n c = u y n m j + o U o 6 3 z z / L K p /
g+BL5Ncb7rzLv+f9DYL3UiOP8= accussed May 25, 2016; also see http:/
/www.cii.in under CII services–sectoral portfolio–services-healthcare.
5. http://pib.nic.in/newsite/PrintRelease.aspx?relid=113507 dated
December 17, 2014, accessed May 25, 2016, http://www.cii.in/
Digital_Library_Details.aspx?enc=pZVQM37 jtSRTHIkmBsithRQI+
hrA7bKD420lO5OSFwM+fTnHrNuQoi ZHd/luLKok accessed March 15,
2017.
6. http://www.ibef.org/industry/healthcare-india.aspx January 2016,
accessed May 25, 2016.
7. http://www.ibef.org/industry/healthcare-india.aspx, January 17, 2016.
8. http://www.lifecarehll.com/page/render/reference/Lifespring__
Lowering_Cost_And_Raising_Access_To_Maternal_Care_In_India,
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January 17, 2016.
9. IFC promotes private sector investment through direct and indirect
investment, extending loans, informing government policy, as well by
providing support and technical assistance for private sector growth
through its institutions. In 2003 IFC along with UK’s DFID established
DevCo to support IFC’s work to increase private sector participation in
infrastructure.
10. https://www.apollohospitals.com/apollo_pdf/ecb_ proposal_ifc.pdf,
accessed May 2, 2016.
11. See also <www.peepulcapital.com>.
12. http://www.cdcgroup.com/media/news/cdc-and-the-abraaj-group-toinvest-in-rainbow-hospitals-a-leading-women-and-childrens-healthcarechain-in-india/accessed March 1, 2018.
13. See more at http://www.abraaj.com/news-and-insight/news/aureoscompletes-us10m-investment-in-central-india-healthcare-group/
accessed December 13, 2010.
14. <http://www.cdcgroup.com/Who-we-are/Key-Facts/> (accessed May
25, 2016).
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National Health Policy 2015: Growth
Fundamentalism Driving Universal Health
Coverage Agenda?
Indranil Mukhopadhyay

Globally, governments bear the responsibility to provide healthcare for
its citizens. In many countries tax money is used to provide services
directly. In others, healthcare is organised through social insurance. In
India, governments defy this global trend and bear less than a fourth of
health spending, among the lowest in the world; while households spend
two third. As a result every family in India dreads a medical emergency.
When a family member falls ill, we pay from our pocket—either draw
from our savings, sell assets or borrow. If one is poor, the option is to
either forego care and die or get pushed to further destitution due to the
costs. Children are taken out of school; women work longer hours to earn
a little more, and make do with meagre meal(s). As families cope with
health shocks, the vicious cycle of poverty and ill-health continues.
Annually 55 million people in the country are pushed to poverty just to
meet health bills—this is more than the population of 177 countries.
While the situation on the ground worsens, there seems to be an
ideological logjam in health policy making in the country. The ability
of the nation state to take independent policy course gets undermined
under neoliberalism. Any policy measure that contradicts the interests
of the big corporate is a virtual non-starter under the current context.
Even if the national governments are under tremendous pressure from
the masses to take up something radical, the affiliates of finance capital
would twist the discourse in such a way that either such efforts are
undermined or at least the corporate interests are properly served. Thus
it is not at all surprising that the current discourse on ‘Universal Health
Coverage’ (UHC) reflects the interests of market forces, and use the
state as a means to achieve its interest. This chapter highlights some of
the important concerns on the approach of the Twelfth Plan to Health
and the Draft National Health Policy (NHP) 2015. It seeks to initiate a
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debate on the service delivery mechanism envisaged therein and
attempts to unravel the plot of further expansion of market.
The Current Policy Context: The Consensus and Few Contentions
The health system in India is among the most privatised in the world
wherein the share of private spending on health is among the highest.
Of the total spending on health 68 per cent comes from people’s pockets,
while the government share is 29 per cent (National Health System
Resource Centre (NHSRC) 2016). Such regressive form of financing
pushes people towards poverty, leads to indebtedness, untreated
ailments and preventable deaths. In recent years the global debate on
health financing is centred on eradication of ‘financial hardship’ through
‘UHC’, essentially financed through government resources. UHC and
health for all mean entirely different things. While health for all
prerequisites a progressive socialisation of healthcare, gradual undoing
of commoditisation of healthcare, primary healthcare approach
integrated under the notion of social determinants, universal coverage
merely means that a financing system is developed to cover the majority
of people against Out of Pocket Expenditures (OOPE) but provisioning
is done essentially through market (Planning Commission (PC) 2012).
Under UHC governments are being seen as a major purchaser of health
services (and not the only provider), and different forms of purchasing
mechanisms are proposed including tax financed health insurance,
mandatory social insurance and managed care models.
The idea of UHC is doing the rounds in India since the last eight to
nine years. It was first floated by the central government in late 2009
through the National Health Bill (Ministry of Health and Family Welfare
(MoHFW) 2009), a Bill which was shelved subsequently without much
deliberation. The Lancet published a special volume on universal
coverage of health in India in early 2011 (Lancet India Group 2011), and
in October 2010 the PC set up the High Level Expert Group on Universal
Health Coverage for India (HLEG) (GoI 2011). All these reports pointed
towards alarming levels of OOPE and suggested that UHC should be an
immediate priority. The Lancet ‘call for action’ laid bare what all was on
the cards (Lancet India Group 2011: 763). It proposed setting up of an
‘Integrated National Health System’ that included public and private
health providers. According to them, “…comprehensive health
insurance that is financed through a combination of public, employer,
and private sources” (Ibid.) would be rolled out. Apart from financing
and regulating, the roles of government as envisaged in the volume were
to ensure provisioning in rural and underserved communities and
preventive and promotive work.
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The HLEG report made a departure from the global discourse in
suggesting that enhanced public spending on health to 2.5 per cent of
the Gross Domestic Product (GDP) should be largely devoted towards
strengthening public systems. It also recommended against insurance
mechanisms and called for bringing different government insurance
programmes under the same umbrella. It rejected insurance sighting
the evidence that the bulk of out of pocket expenses was in out-patient
services and on drugs and diagnostics. Instead, the HLEG suggested
that a national health package would be provided as a guarantee to all
citizens and services would be jointly provided by the public sector
and the private sector. It suggested two models to engage private sector,
one a ‘coordinated care model’ based on public provisioning
complemented by contracted in private sector; the other more like a
‘managed care model’ where private and public facilities would be part
of a network to provide health services to empanelled citizens. The
Twelfth Five Year Plan (FYP) has proposed various UHC models which
would be piloted in different districts, and states would be provided
incentive funds under the proposed National Health Mission (NHM)
to take up the pilots.
With the change in government at the Centre in 2014, there have
been some crucial developments, which carry the potential to alter the
way healthcare has been delivered and financed in India. The PC has
been replaced by the ‘NITI Aayog’, thus ending the six-decade long
practice of devolving Plan funds to states. On the other hand, the
Fourteenth Finance Commission has promised to devolve greater share
of tax revenue to states. In the health policy scenario, we have had the
draft NHP 2015, with its own contradictions and silver-linings. But, it
seems to be in complete limbo for almost a year even after receiving
comments from people. In fact there is a reversal from the limited but
concrete gains made by the National Rural Health Mission (NRHM)
due to cutbacks in public spending, perhaps owing to an inevitable
paralysis because of the ideological rift between the NITI Aayog and
the MoHFW (Sethi 2015).
Draft NHP 2015: Healthcare as a Driver of Economic Growth
When the National Democratic Alliance (NDA) came to power in May
2014, the health policy circle was abuzz with rumours about major policy
pronouncements from the Prime Minister on Independence Day. Given
the overwhelming mandate it was expected that the current
dispensation would provide some concrete direction to health policy.
The Draft NHP, circulated at the end of 2014 for public comment,
promised health assurance of some nature. It stated that primary level
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healthcare would be universalised, largely delivered through public
services. However, secondary and tertiary level care would remain
targeted and would be provided free only for poor and vulnerable
populations, through strategic purchasing from the private sector—
clearly making avenues for profiteering and potential fragmentation of
healthcare services. The NHP is unique in various ways—in terms of
its total surrender to neoliberal dictum, in its attempt to visualise
healthcare industry as a vehicle of economic growth and in the
conceptualisation of regulation as an impediment in fostering growth
of the ‘healthcare industry’.
Earlier the Twelfth FYP gave a call to expand and strengthen the
public sector—a laudable proposition no doubt—but also pitched for
creating conditions for further expansion of the market in healthcare.
Emphasis was given to increasing district level capacities to provide
different range of services at various levels including primary, secondary
and tertiary. It also called for rapid expansion of medical and
paramedical education to fill huge human resource gaps, with
conversion of district and sub-divisional hospitals as centres of training
and education. Almost in the same breath the Twelfth Plan wanted to
“find a workable way of encouraging cooperation between the public
and private sector in achieving health goals” (PC 2012, Vol III: 9),
essentially hinting towards Public Private Partnerships (PPPs) and
contracting-in. The NHP in contrast takes forward the privatisation
agenda further but fails to provide a concrete framework for
strengthening the public sector.
In this present model, secondary and tertiary care would be
managed as a network, with payments made to the network per person
registered. The PC hinted that transformation towards such managed
care model would require a longer time horizon and as an interim
strategy proposed greater coordination between public and private
sector to provide ‘continuum of care’. Under such mechanism all
providers including government facilities would be provided with
capitation fee based on the number of citizens registered. This marks
clear departure from the existing system of ‘line item budget’ where
government institutions are provided from general budget irrespective
of the number of people treated. This clearly has the potential to draw
more resources from the under-funded and depleted public sector to
fuel private growth.
We can clearly identify the multiple strategies of marketisation of
healthcare suggested under the Twelfth FYP. The range includes
contracting in private providers in urban areas, more organised forms
of PPPs and developing managed care models by including private
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providers along with public facilities within the managed network. Such
large-scale attempts at privatisation are being justified to ‘enhanced
patient choice’, ‘increased efficiency of resource use’ based on the
assumption that the private sector is more efficient and offers good
quality care compared to the public sector in delivery of healthcare
services. It is being argued that the inherent problems of private
provisioning would be overcome by effective regulation of both the
public and private sector. We would like to study the managed care
model in greater detail and also study the effectiveness of regulatory
mechanisms in ensuring cost control and good quality care. But before
that let us re-emphasise the need for public investment and try to
understand the issue of resource mobilisation.
Making Resources Available to States and Enhancing Capacity to
Spend: The ‘Cloud-Rain Conundrum’
It is quite often argued that there is no dearth of money in the public
sector; however states do not have the capacity to absorb funds. It is
quite usual to write the epitaph of the public sector to build the argument
that direct provisioning is not an efficient option and insurance kind of
mechanisms are more effective ways of ensuring health security and
access. The question of fund absorption and quality of care are not
isolated from overall spending. The relationship between spending and
Table 3.1: International Comparison of Government
Expenditure on Health (2000–2010)
General govt.
expenditure
on health as
% of GDP*

Bangladesh
Brazil
Chile
China
Colombia
Costa Rica
Cuba
India
Malaysia
Nepal
Pakistan
South Africa
Sri Lanka
Thailand

General govt.
expenditure on
health as % of total
expenditure on health

Per capita public
expenditure
on health
(PPP int. $)

2000

2010

2000

2010

2000

2010

1
2.9
3.4
1.8
5.5
5
6.1
1.1
1.7
1.3
0.6
3.4
1.8
1.9

1.2
4.2
3.8
2.7
5.5
7.4
9.7
1.2
2.4
1.8
0.8
3.9
1.3
2.9

38
40
52
39
81
77
91
25
52
25
21
41
48
56

34
47
48
54
73
68
91
29
56
35
38
44
45
75

8
202
320
42
314
360
341
16
159
11
10
223
49
89

8
483
578
203
518
845
394
39
356
22
23
412
66
247

Source: WHO, 2010. * derived from WHS
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quality is like rain and cloud. A cloudy sky is necessary to have rain
but it is not sufficient. It does not always rain if the sky is clouded and
it never rains if the sky is not clouded. Though mere increase in the
magnitude of spending may not be sufficient to increase the quality of
care, it is important to recognise that spending is an absolute necessity
to improve quality.
Public spending on health in India is among the lowest in the world
when compared in terms of share in GDP and per capita spending.
There were only seven countries in the world (Myanmar, Guiana, Lao
PDR, Pakistan, Azerbaijan, Cote d’Ivore, Singapore) which spent less
proportion of GDP on health in 2010 (World Health Organisation
(WHO) 2013). Some developing countries like Brazil, Chile, Costa Rica,
Cuba, Colombia, Thailand, Malaysia and South Africa, which have made
significant efforts in recent history towards provisioning of universal
access to health, spend much higher proportions of GDP on health (Table
3.1).
Governments in neighbouring countries like Sri Lanka, China, and
Nepal mobilise more resources towards health than in India. Per capita
public investment on health is almost at the same level with the average
of the Low Income Countries (LICs) and much lower than the Low
Middle Income Countries (LMICs). Countries like Brazil, Thailand, and
South Africa which have recently made attempts to universalise
healthcare, have stepped up public spending on health to 3–5 per cent
of GDP over a decade or so. Lack of public spending has resulted in
heavy dependence on household OOPE leading to inequity in access,
untreated morbidity, unavoidable deaths and various forms of financial
hardship while seeking care, including impoverishment, healthcare
spending shooting above the affordable limits (call catastrophic expense)
and indebtedness (Garg and Karan 2009; Ghosh 2011; NCMH 2005;
Selvaraj and Karan 2009).
As of now, states spend more than two third of total public spending
on health. Given constitutional responsibilities, any major expansion
in public spending on health has to happen through states. Given the
unsatisfactory situation of state finances, whereby states are being asked
to cut expenditure to meet fiscal deficit targets, major reallocation in
favour of health seems unlikely if the entire onus is left to the states.
The need of the hour is that both union and state governments need to
step up their expenditure significantly.
The NRHM had brought in additional funds, albeit limited, for the
health sector; however recent trends are quite disturbing. It is being
observed that contrary to popular perceptions, states are absorbing more
central funds following the introduction of NRHM. During 2008–09
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and 2012–13, expenditure by states increased by seven per cent, after
adjusting for rise in prices while Union Government expenditure
remained stagnant (Figure 3.1).
Figure 3.1: Union and State Government Expenditure on
Health (As % of GDP): Widening Divide

Note: 2013-14: State figure is RE, Union is actual expenditure; 2014-15: State is
BE, Union is RE
Source: Author’s calculation based on budget data. State Budget: State Finances:
a study of budget, RBI, various years; Union Budget: Expenditure Budget of
various years; www.indiabudget.nic.in; prices: www.labourbureau.nic.in.

States like Tamil Nadu, Himachal Pradesh and Rajasthan have
demonstrated that a rejuvenation of the public health system is possible
and cost effective as well. The Centre’s spending on health as a
percentage of GDP is the lowest in the last four decades (Figure 3.2),
even lower than the early 1990s.
Figure 3.2: Centre’s Spending on Health as % of GDP:
On a Slippery Slope

Source: same as fig 1
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Utilisation of NRHM funds increased to more than 100 per cent
after 2010–11 in some cases (Figure 3.3).
Figure 3.3: Utilisation of NRHM/NHM Funds by States

Source: MIS, NRHM various years

It is true that during the initial years of the Mission a considerable
portion of funds remained under-utilised especially in the High Focus
States1 (Mukhopadhyay and Trisha 2009). Further increment in public
spending was scuttled arguing that states are not capable of spending
funds that are being provided to them and hence the increase in
investment is futile. Recent trends show that fund absorptive capacity
is gradually increasing in the high focus states and higher per cent of
NRHM funds are getting invested towards creating systems
(Mukhopadhyay 2012 a).
Several government committees HLEG and Parliamentary Standing
Committees have recommended enhancement of public investment in
health to 2.5–3 per cent of GDP. The NDA government seemed to concur,
announcing its National Health Assurance Mission. But the budget cuts
are a major dampener. Finance Commission transfers and further
restructuring of resource sharing, with additional taxation rights
devolved to states are essential to meet the commitments of public
spending. Under the Fourteenth Finance Commission the Union
Government is claiming to increase the share of states in total taxes.
Meanwhile, many centrally sponsored schemes are being withdrawn
and the system of central assistance to the state plan is being dismantled.
The net effect on the health sector is quite debilitating. Within NRHM,
fund flow arrangements have undergone several changes over the last
few years, creating a situation of confusion and stalemate. The reduced
government spending on health has a perilous effect on the quality of
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health services delivered through government facilities. Implementation
of the NHM has been halted across states. Salaries of doctors and nurses
are due; mothers are being denied financial assistance after delivery.
There is an unwritten embargo against any new intervention under the
NHM. The Integrated Child Development Scheme (ICDS), one of the
oldest programmes to improve nutrition, is facing its severest crunch.
As per the recommendations of the Sixth Common Review Mission
(CRM) of the NRHM, government expenditure on the NRHM in the
Twelfth FYP ought to have been increased to at least the scale that was
originally envisaged in the Framework of Implementation document
(2005 to 2012). Over the past seven years, states have begun taking steps
to improve poor fund absorption and increase efficiency of fund
utilisation, and this is an important first step. Future reform measures
must focus on institutional innovations and appropriate changes in rules
and regulations to enable better use of investments. However we believe
that unless there is sufficient and corresponding increase in investment,
the focused reforms alone will not make the critical difference for
improving healthcare and health outcomes (NRHM 2013). Though
health is a state subject, they need to be financially empowered to invest
more in health. But that cannot be at the cost of withdrawal of efforts
from the Centre. The central government needs to enhance its own
spending to match state efforts. A turnaround of public services that
the NRHM had triggered in states would be halted if central funds are
reduced.
Private Provisioning: Consolidation of Capital and Destruction of
Petty-Production
As discussed earlier, the NHP has proposed multiple strategies to
engage with the private sector. The idea is to push through a thorough
restructuring of the health system in the country by giving the private
sector a permanent place in government financed provisioning. Though
it is being argued that the current strategy is innovative and designed
to provide people the best care as early as possible in the given context,
the fact is that such a system is a continuation of pro-market policies
followed over the last two decades in India.
Increasing domination of the private sector in service delivery (Table
3.2) led to high dependence of people on their own means to manage
healthcare expenses, leading to indebtedness and poverty, prolonged
deprivation of a large section of population from any access to a modern
healthcare system and uncontrolled escalation of costs of care (Garg
and Karan 2009; Ghosh 2011; Mahal et al. 2002; Selvaraj and Karan 2009).
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Table 3.2: Share (per cent) of Private Sector in Total Hospitalised
Episodes and Short Duration Ailments
Year
1986-87 (42nd round)
1995-96 (52nd round)
2004-05 (60th round)
2014 (71st round)

Hospitalisation
Rural
Urban
39.97
54.71
58.39
58.1

39.56
56.93
61.76
68

Short Duration ailments
Rural
Urban
74.29
80.29
77.72
71.7

72.79
81.65
80.83
78.8

Source: Based on NSSO estimates, 42nd, 52nd, 60th and 71st round

The Indian state has not only ignored the agonies of people, it has
adopted a whole range of ‘health sector reforms’, such as gradual
withdrawal from providing health services, introducing user fees, cut
backs in public spending on health, privatisation and commercialisation
of existing facilities and services, provision of subsidised land and other
incentives to systematically help the private sector grow (Baru and
Nundi 2008; Dev and Mooij 2002; Ravindran 2010; Sen 2001; Sitaprabhu
1994; Tulasidhar 1993). Though these reforms were pushed in the name
of preventing so-called ‘error of wrong inclusion’, i.e. free public subsidy
from the undeserving rich and redistribute among poor; it ended up
with enormous ‘error of wrong inclusion’ by pushing out the deserving
poor who had to suffer not only the economic costs but also the
corresponding social costs. One should see the current design as an
ambitious step forward in the process of enhancing market penetration.
During the early 1980s, the private sector in India largely comprised
of individual practitioners, both qualified and unqualified, essentially
providing primary level, outpatient care of extremely variable quality
across urban and rural areas in the country (Jesani and Anantharaman
1990; Baru 2003). The growth of secondary and tertiary hospitals was a
relatively new phenomenon, limited to metro cities and a few affluent
rural pockets of the country. Like every other sector of the economy,
growth of organised and advanced capitalist forms of production
requires state support in different forms. The case of the health sector is
no different.
In the 1980s, when medical care was gradually opened up to the
private sector and PPPs were made part of national strategy (MoHFW
1983), the objective was to help the markets grow. Introduction of
neoliberal reforms in the 1990s accelerated the process. Continuous
cutbacks in expenditure halted the process of expansion of government
health services and reduced quality of care (Tulasidhar 1993; Dev and
Mooij 2002). A large and relatively affluent section of the middle class
moved out of the government health services and formed the market
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base for the organised private sector (Baru 1998 and 2003). This was
supplemented by various forms of input subsidies including land,
import subsidies on machinery and equipment and tax concessions.
Large government investments made in medical education allowed the
private sector to access subsidised, cheap but good quality doctors.
Freeze in government recruitments left little choice to the medical
graduates but to join the private sector or fly abroad. PPPs were
expanded to channelise government revenues to provide further
impetus to private sector growth. Adherence to selective primary level
care approach pushed citizens further away from the public sector for
wide range services including chronic care especially related to noncommunicable diseases (Rao et al. 2005; Qadeer 2002; Sen 2012).
Then, the relevant question is, why the same international agencies
which advocated vehemently in favour of cutback in public spending
and introduction of user fees are today talking about increased public
spending on health and abolition of user fees. In order to understand
the question better we need to study the structure of the private health
sector today. Over the years, the corporate health sector though very
few in absolute numbers, has really penetrated into the big cities. These
are large establishments with huge bed strengths. Apart from these,
there are small establishments in the form of nursing homes providing
a wide range of secondary care services. But the large majority is still
the individual practitioners. While there is no comprehensive data for
the entire private sector, some recent data sources provide a partial
picture. Survey of unorganised enterprises conducted by the National
Sample Survey Organisation (NSSO) covers enterprises operating in
the service sector including the health sector (Ministry of Statistics and
Programme Implementation (MoSPI) 2003 and 2009). There are two
rounds of surveys which provide data for the years 2000–01 and 2006–
07. The data on the corporate health sector is collected by the Centre for
Monitoring of Indian Economy (CMIE). Together the two data sources
give a picture of individual practitioners, small nursing homes,
diagnostic facilities and the corporate sector hospitals and diagnostic
chains. Two important issues come up on analysis of these two data
sets.
According to the NSSO survey, in 2001–02 all these practitioners
and facilities put together were approximately 1.3 million unorganised
enterprises2, providing health services in the country, excluding public
facilities. Four out of every five enterprises (1.1 million) were Own
Account Enterprises 3 (OAEs), and the rest were (0.23 million)
establishments.4 Establishment is defined as a unit that employs at least
one hired worker on a fairly regular basis. A hired employee is one

National Health Policy 2015: Growth Fundamentalism Driving... 109
who is a paid or unpaid apprentice, paid household member/servant/
resident worker in an enterprise. (Figure 3.4).
Figure 3.4: Unorganised Health Enterprises in India (in ‘000s)

Source: Unit records, NSSO 57th round and 63rd round

OAEs are individual or household run businesses providing health
services without hiring a worker on a fairly regular basis. An
overwhelming majority (80 per cent) of the OAEs are located in the
villages, whereas most of the establishments are in the urban areas. As
per the 2006-07 survey, the number of unorganised enterprises had
declined to 1.05 million. This decline was mainly on account of a decline
in OAEs (0.78 million), whereas the number of establishments had
increased (0.27 million). Thus between 2000-01 and 2006-07 more than
40,000 new establishments had come up, largely in the urban areas.
Simultaneously, OAEs have gone down by almost 0.3 million. These
clearly point out that rapid transformation towards organised forms of
production is taking place in urban areas of the country. Disappearance
of general practitioners from Delhi is a reflection of such tendencies.
Further insights are required on the process through which these
practitioners are being included in the medico-industrial complex.
Though the NHP recognises this heterogeneity of structure within the
private sector, it fails to devise an appropriate strategy to suit the current
health system realities.
At the same time the corporate sector has rapidly expanded over
the last two decades. In 2001 there were some 35 corporations listed
with the Centre for Monitoring of the Indian Economy (Figure 3.5).
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Figure 3.5: Income, Investments and Compensation to Employees
in Corporate Health Sector (Constant Prices)

Source: Unit records CMIE, PROWESS data source

By 2006, the number rose to 93. In 2001 the total income of these
companies was only INR 8510 million. This increased INR 35,300 million
in 2007 which meant an annual average increase of 18 per cent in real
terms (adjusted for inflation). This is more than double the real GDP
growth rate during this period. Private Investments did not grow at
the same rate till 2005, though we observe a sudden jump in 2006 and
2007 (CMIE 2013). Meanwhile, news reports on merger and
amalgamations suggest that consolidation of the corporate sector is also
taking place rapidly.
Compensation to employees did not increase too much. Out of the
total income earned only a sixth went to the employees. One of the
pathways through which capitalism increases income is by squeezing
wages. Figure 3.5 clearly depicts such a tendency in the health sector. It
is expected that much of the squeeze in wages would be of the
paramedical and nursing staff, while hefty payments are made to the
specialist doctors. Mass exodus of experienced specialists from the All
India Institute of Medical Sciences (AIIMS), who are being lured by
astronomical salaries, clearly substantiates such developments (Press
Trust of India (PTI) 2012). Exploitation of semi-skilled labour on one
hand, and sharing part of the profit with the upper echelon of the
professionals on the other, helps hospitals manage hefty income. At
the same time there is a gender and caste dimension to the problem.
Unlike the medical professionals in the country who are mainly upper
caste men, most of the paramedical and nursing staff come from diverse
deprived sections of the society, and are also largely women. The socalled claim to efficiency of the private sector is based on cost
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minimisation, which often leads to deterioration of quality and at the
same time exploitation of women and deprived sections of the society.
Capitalist development in health is far from being complete. The
rate at which individual practitioners are being replaced with organised
capital is quite overwhelming. Transition towards managed care models
would definitely accelerate the process. Given the assurance from
government about cashless services, many people would tend to enrol
themselves with the better looking secondary and tertiary care
institutions wherever they are available. In order to incentivise the
growth process further, the Government of India has included the health
sector in the Viability Gap Funding scheme, under which 20 per cent of
expenses would be borne by the government if hospitals and medical
colleges are set up in non-metros. This, coupled with the market
guarantee mechanisms provided under the ‘managed care’ model, can
create conditions for further expansion of the private sector.
Is Regulation the Panacea?
The consequences of the private sector led model of provisioning are
well known: distortions, induced consumptions, drive towards more
technology intensive care and above all, high cost of care. One of the
reasons why the private sector needs to indulge in such unethical
practices is the failure to achieve economies of scale for the investments
made on capital intensive equipment and diagnostics. In order to create
product discrimination and provide ‘state-of-the-art’ technologies, there
is always a tendency to over supply some of the high end services like
Computerised Tomography (CT) scans, Magnetic Resonance Imaging
(MRI), etc. It is often the case that if one follows standard treatment
protocols, given the patient load, usage would be less and hence returns
would be less compared to investments made to procure such services.
One of the ways to achieve economies of scale is to plan on an
epidemiological basis and develop systemic ways of cooperation
between providers for sharing the load and ensure continuum of care.
This clearly being out of the scope for atomised private providers, they
often resort to other means such as inducing demand and performing
unnecessary interventions.
The consequences of the private sector led growth are welldocumented. Evidence from studies of the Rashtriya Swasthya Bima
Yojana (RSBY) suggests that cashless insurance mechanisms have failed
to reduce OOPE (Sakthivel and Karan 2012). The same mechanisms
would prevail under the managed care model and there is no reason to
believe that exploitation of the poor would stop. Experience from
Organisation for Economic Cooperation and Development (OECD)
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countries shows that the cost of care is increasing faster than the growth
of GDP, and every day a larger share of resources are being invested to
finance healthcare while entitlements are being gradually curbed (Figure
3.6).
Figure 3.6: Government Health Expenditure on Health as Percent of
GDP: Some OECD Countries

Source: WHO, National Health Accounts

There is an effort to deliberately underestimate problems of the
private sector and hush up the real issues under the garb of regulation.
Global experience suggests that most of the developing countries do
not have the capacity to regulate the private health sector, especially
corporate hospitals. In India, there is very limited experience in terms
of regulating the private sector. Till recently, there were no efforts to
enumerate total private health enterprises at the national level. Thus
the question of regulation has been limited to the field of manufacturing,
sale, quality and prescription of drugs and pharmaceuticals (the
Pharmacy Act, the Drugs and Cosmetics Act and Dangerous Drugs
Act); Medical and clinical practice related (Consumer Protection Act,
the Indian Medical Council Act, and the Human Organ Transplant Act);
registration and inspection of facilities and the Nurses, Midwives and
Health Visitors Act) (Mukhopadhyay 2012b). Apart from these, there
are state level legislations in some states for registering the private sector.
Though these legislations exist on paper there is hardly any initiative
from the state governments to even register private clinical
establishments, not to mention regulating them.
As a result, these institutions remain highly unregulated. The
Clinical Establishment (Registration and Regulation) Act, 2010 makes
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it mandatory to register all health establishments, with or without beds,
both public and privately owned, barring establishment under the
jurisdiction of armed forces. The Act is absolutely silent about the
regulation of prices in the private sector. One of the major maladies of
accessing the private sector is high and differential prices charged by
private facilities. It is important in this context that there are restrictions
on prices that the private sector can charge. Its failure to propose any
regulation on prices is a reflection of the dominance of the private
hospital lobby over the government.
The NHP views the existing version of the Clinical Establish-ment
Act, 2010 as an outdated act, stated to be ‘intrusive’ and there is no
mention of the need to ensure key components of regulation such as
patient rights, regulation of rates, standard treatment guidelines, multistakeholder bodies to oversee regulation, etc. In the watered down
accreditation, a non-binding voluntary mechanism is proposed as a ‘first
step’ instead.
Conclusions
The noble objectives of the NHP to curtail costs, to ensure equity, to
ensure continuum of care and to facilitate rational use of technology
would necessarily fall apart because of contradictory design—a design
based on privatisation that is being pushed by the given global order
and the class composition of the present national government. The
prerequisite of the strong public sector in ensuring greater access has
been demonstrated in all kinds of contexts, from the most developed
countries like UK, Sweden, middle income countries like Costa Rica
and Chile or developing countries like Cuba, Sri Lanka, Thailand, and
Brazil. Like all other Plans, the Twelfth FYP and subsequently the NHP
2015 have retained the rhetoric of strengthening the public sector and
at the same time paved the way for its further monopolisation by the
private sector. These tendencies, if not halted, will overpower the entire
agenda of system strengthening through NHM.
This may require bringing qualified General Practitioners (GPs)
from various systems of medicine into the public fold before they get
completely integrated into the medico-industrial complex. Experience
of initial decades of NHS of Britain shows that the GPs can provide
cheaper services, can be regulated, rational treatments can be ensured
through them and most importantly indirectly curb the growth of the
tertiary hospital sector. The political context under which such radical
transformations had happened in the UK was vastly different from the
neoliberal regime that we are living in. The strength of progressive
political and civil society movements would be tested at such a juncture.
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Whether it can really push the agenda towards rebuilding public
provisioning based on the Primary Healthcare approach or allows the
vested interests to make use of public money to further the interest of
profit and greater downfall of the public sector is to be seen in the days
to come. A small ray of hope is seen in the provisioning of free drugs in
the public sector: an entitlement which was unobtrusively dropped
during the era of liberalisation may now bring patients back to public
facilities and create a demand for better services.
However, the battle to rebuild the public healthcare sector, based
on a Primary Healthcare approach, cannot be fought in isolation; and
in the current context possibilities of rejuvenating government health
services are really bleak. Under the present regime, where exploitation
of labour is taking place in a most advanced and pervasive form, the
state still plays its role in generating demand. But only in a manner
which does not interfere in the process of production or price setting.
That is why artificial means of demand generation like cash transfer,
voucher schemes, insurance and other market guarantee schemes are
promoted; which allow markets to operate freely and plunder people’s
money. That is why healthcare, food and nutrition, water services are
packaged and the epitaph of universal and comprehensive public
provisioning is being written in an unprecedented hurry.
NOTES
1. There are ten High Focus States under NRHM: Uttar Pradesh, Bihar,
Orissa, Madhya Pradesh, Rajasthan, Chhattisgarh, Jharkhand,
Uttarakhand, Himachal Pradesh and Assam.
2. Unorganised Enterprise: The unorganised sector is comprised of the
following types of enterprises: (a) All the enterprises except units
registered under Section 2m(i) and 2m(ii) of the Factories Act, 1948 and
Bidi and Cigar Workers (condition of employment) Act, 1966. (b) All
enterprises except those run by government (central, state, local bodies)/
public sector enterprises.
3. OAE is defined as a unit which is engaged in the provision of health
service on a fairly regular basis but without employing any hired workers.
4. Establishment is defined as a unit that employs at least one hired worker
on a fairly regular basis. A hired employee is one who is a paid or unpaid
apprentice, paid household member/servant/resident worker in an
enterprise.
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4
Interrogating the Proposed Universal
Healthcare in India Through
a ‘Quality’ Lens
Prachinkumar Ghodajkar

Introduction
Rising health inequalities, catastrophic healthcare costs pushing people
below the poverty line, along with glaring gaps between economic
growth rates and health status of people have raised many questions
about the post-liberalisation health sector reforms in India. Having one
of the lowest rates of public spending on health has become a source of
discomfort for the country in the face of failure to achieve the targets
set for Millennium Development Goals (MDGs). Other developing
countries with similar health expenditure patterns, of about 5 per cent
of Gross Domestic Product (GDP) (public and private together), have
achieved much better health indices as compared to India. This turns
the focus on to the problems of the existing healthcare delivery
mechanisms and models.
The discussion around universal healthcare offers an opportunity
to rethink the model of healthcare delivery and debate the core issues
of good quality services. Perceived ‘quality’ constitutes one of the
important reasons for increasing utilisation of healthcare services from
the private sector. The impression of poor ‘quality’ of services in
government hospitals is increasingly becoming the rationale for the
introduction of market mechanisms and privatisation of different
services through mechanisms such as public-private partnerships. The
underlying assumption is that quality of services provided in private
hospitals is good. Along with the logic of ‘quality’, the other reason
influencing the principles and philosophy of proposed models of health
service delivery for universal healthcare is that the resources of the
existing large private sector should be used in a ‘meaningful’ way to
provide services.
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The revealed preferences of people (in the form of large-scale use
of the private sector), along with quality criteria like patient satisfaction,
are increasingly being used to justify the continuation and augmentation
of the private sector in a significant way. The High Level Expert Group
on Universal Healthcare in India (HLEG), appointed in 2009 by the
erstwhile Planning Commission (PC), and Report of Steering Committee
on health for the Twelfth Five Year Plan (2012) recommendations now
make provisions for this through public money. The convenient
assumption among the dominant players in policy making, the
economists, is that the revealed preferences are a reflection of what
people really want (Adam Smith’s ‘rational man’). However, as Thomas
Rice and Lynn Unruh argue, preferences are neither static, nor inborn
nor given. Preferences are influenced by past experiences, expectations,
peers, community pressures and expectation, marketing and media.
They further argue that people often do not get the information that
they need to maximise their preferences. Often even when information
is available they might not use it to their maximum benefit (Rice and
Unruh 2009). The information asymmetry in the health sector
accentuates this problem and the intermediate player, the doctor makes
many choices on behalf of or for the patient. This makes health services
different from the rest of the service industries.
The literature on quality of healthcare shows different streams of
thought; some with prime focus on quality of care delivered to ‘a
patient’, while others delve into quality of the ‘health service system’
providing care services to a population. Both are interdependent but
involve different perspectives for addressing quality improvement
initiatives. The history of the discourse on quality shows that the shift
towards purchasing, rather than funding, health services has resulted
in increased attention on ways of measuring hospital performance and
quality of hospital care (Draper and Hill 1996). Increased governmental
and societal focus on health service quality demands nuanced
understanding of different concepts of healthcare and quality of care.
A different definition or conceptual understanding may lead to different
policy paths, strategies and active measures (Priya 2005).
Evans et al. note that,
In 1980 Donabedian defined quality of care as ‘that kind of care which is
expected to maximize an inclusive measure of patient welfare, after one
has taken account of the balance of expected gains and losses that attend
the process of care in all its parts.’ Ten years later the Institute of Medicine
(IOM, USA) defined quality of care as ‘the degree to which health services
for individuals and population increase the likelihood of desired outcomes
and are consistent with current professional knowledge.’ The IOM
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narrowed the goal from improving total patients welfare to improving
health outcomes, but also moved the focus from patients to individuals
and population, thus allowing quality of care to incorporate promotion
and prevention and not just cure and rehabilitation. It also added two
qualifiers: ‘desired health outcomes’, to emphasize the need to consider
the perspective of recipient of the service, and consistent with current
professional knowledge to define standards of the service (Evans et al.
2001: 442).

The IOM also differed from Donabedian on the issue of treatment of
resource constraints. Donabedian’s initial definition was absolutist,
reflecting what was maximally feasible for the patient given the current
medical knowledge. Subsequently he allowed for an individualised or
socially optimal definition, incorporating the concept of value so that
the quality was the maximum possible for the inputs available. The
IOM returned to the original definition of quality by Donabedian and
explicitly rejected the inclusion of resource constraints in the definition,
on the grounds that it should not fluctuate just because resources are
constrained and unavailable(Evans et al. 2001: 443).
Neoliberal economic policies are known to have a negative impact
on the welfare and income of vulnerable groups. In the present era of
‘reforms’, the claims of providing universal access to healthcare and
efforts of improving quality of healthcare, therefore, raise the question:
What quality criteria of health services and which models of health
service delivery will contribute to health of the population, especially
the vulnerable groups?
Conceptual Underpinnings of ‘Quality’ in Healthcare
Much of the literature on quality has been derived from management
studies meant for the industrial sector (Andaleeb 2001). We have an
intuitive understanding of the meaning of quality, yet when one sets
out to study and to apply concepts of quality, it becomes very elusive.
One of the reasons for this difficulty is that quality is multifaceted. It is
also important to understand the concept of quality before attempting
to implement quality improvement initiatives in our daily work. Many
such efforts fail, or degenerate because of the failure to understand the
multi-dimensional nature of quality. It is important to accept that quality
is best defined and applied in the context of a specific time, space and
activity (Hock 2005).
The definition of quality takes on a new meaning, depending on
the approach taken to attain quality. Garvin suggests five main
approaches to attain quality (Garvin 1988)1. Different stakeholders
(users, clinicians and payers) have different definitions and views on
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quality of care. For example, the management cares more about
efficiency and profits over costs, while the users care more about
whether the health system could provide patient-centred services
according to individual needs (Yang 2007). Thus the question arises:
who judges quality?
In a complex healthcare sector, with hegemony and power of
medical professionals over knowledge on the one side, and patients
whose knowledge is limited on the other side, one can encounter
situations where wants (felt needs) and needs (clinically assessed) may
be divergent. In a situation where an insurance company is paying for
the services, the purchaser (insurers) and user (patients) may have
dissimilar needs and concerns, which will lead to conflicting definitions
of quality. A service or a product of high quality therefore is one that
best meets the needs of the majority of users, most of the time.
When assessing quality in healthcare, one must look beyond the
actual delivery of services and incorporate those factors that facilitate
delivery and the inherent consequences. These have come to be known
as the structure, process, and outcome of care and the quality of care
should be analysed through these three aspects (Donabedian 1966).
Under special circumstances, the significance of each aspect could be
different. If the purpose of measurement is to improve the operation of
the health service system then process is a better index, whereas if the
purpose is to assess the contribution of the health services system to
individuals or even society as a whole the focus should be on the
outcome index (Yang 2007).
Not only is the technical domain consisting of infrastructure,
knowledge and skill of a provider important; the interpersonal
relationship between patient and care giver is also equally critical.
Donabedian’s deliberations brought the patient’s perspective into
consideration for the first time while assessing quality. Quality in
healthcare has several dimensions, which he later developed into what
is known as ‘seven pillars of quality’2. Pursuit of each of the several
attributes of quality can be mutually reinforcing, but the pursuit of one
attribute may also be in conflict with another so a balance has to be
achieved. He suggests that while assessing quality a healthcare
professional must take into account preferences of both, patient as well
as society. When there is a disagreement between these two sets of
preferences the healthcare provider faces the challenge of reconciling
the differences (Donabedian 1990).
Levels of Quality in Healthcare Services
Roemer and Montoya-Aguilar (1988) have analysed the concept of
quality of healthcare at two levels. First, at a more general level, where
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resources or inputs, processes and outcomes of healthcare are involved,
quality becomes an attribute of the system as a whole. While appraising
the quality of healthcare system from an individual’s perspective it is
natural to take into account the results of such care. However, in quality
assessment from the point of view of the population, what matters most
are changes in survival, morbidity, disability, etc. Thus, according to
these authors “quality signifies proper performance (according to
standards) of interventions that are known to be safe, that are affordable
by the society in question, and that have the ability to produce an impact
on mortality, morbidity, disability, and malnutrition”(Roemer and
Montoya-Aguilar 1988: 54).
Yang Hui suggests different definitions of quality at different levels,
viz. one at an individual level and another at a population level, which
is discussed below (Yang 2007).
Definition of Quality of Care at an Individual Level
While defining quality one should focus on the core of the concept of
quality of care. High quality service means conditions where one has
the ability to see the doctors and get care and treatment for the disease
or illness (Ibid.). Thus the construct of quality of care at an individual
level has two parts: whether individuals have access to the structure
and process of health services, and whether such services are effective.
To interpret this, technical terms like accessibility3 and effectiveness4
have been used (Ibid.).
Definition of Quality Healthcare at a Population Level
Population healthcare might be a contradiction to individual healthcare.
From a government’s point of view, the outcomes of population health
are most important. The definition of quality of individual healthcare
cannot be imposed directly on to the quality of population healthcare,
as social background factors affecting the quality of service have to be
accounted for. Assessing quality of care at a population level brings
forth three other factors: equity, efficiency and cost. Then the quality of
healthcare at a population level is: ‘The ability to obtain affordable
services on the basis of efficiency5 and equity6’ (Ibid.). The balance
between equity and efficiency is a permanent theme for healthcare
quality, but this does not mean that efficiency and equity are mutually
exclusive. The key concern is how to integrate the factors of economic
and clinical motives with the social motives.
Thus, according to Yang Hui, the quality of individual healthcare
is ‘the ability to obtain effective health services according to needs and
aiming at maximising the health benefits’; the quality of population
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healthcare is ‘the capacity to obtain effective services through efficient
and equal means to optimise population health benefits’ (Ibid.).
Challenges to Assessment of Quality in Healthcare
Healthcare services are different from other service industries. Quality
in health services needs spelling out of product attributes, whereas other
industries get along by simply meeting customer requirements. This is
because health services both in their production and consumption are
far more complex than other kinds of industries. The standard industrial
quality management approaches cannot deal with this complexity. Each
episode of individual patient-health service interaction consists of
unique, intangible, highly variable and contentious process that cannot
be compared with the market. Unlike many products and services,
healthcare has intrinsic moral and ethical dimensions in its production
as well as delivery (Walsh 1999).
The principles of universality, equity, and comprehen-siveness are
integral if public health perspective is used for conceptualising quality.
This perspective makes it necessary to ensure that quality services are
available, accessible and responsive to the felt need of different sections
of the population. Baru and Kurian (2008) while highlighting the
importance of a public health perspective divide the different aspects
of quality as tangible and intangible dimensions 7 , which are
interdependent and interlinked. The intangible dimensions make quality
measurement and comparison a difficult task.
Much of the discussion on quality involves different kinds and types
of ‘standards’. The standards used to assess quality of care come from
the dimensions of care under study and values that one uses to judge
them. The standards can be either selective or inclusive depending on
the selection of dimension of care for assessment. Selection and defining
the boundaries of dimension of care selected for setting up standards,
the number of dimensions selected, and exhaustiveness with which
performance in each dimension is explored affects the quality
assessment. Judgments of quality are incomplete when only a few
dimensions are used and decisions about each dimension are made on
the basis of partial evidence. Some dimensions, such as preventive care
or the psychological and social management of health and illness, are
often excluded from the definition of quality and the standards and
criteria that make it operational. The dimensions selected and the value
judgments attached to them constitute the operationalised definition
of quality in each study (Donabedian 1966). Donabedian’s work
contributed the argument that quality cannot be judged by healthcare
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professionals alone but must include the patient’s views and preferences
as well as those of society in general because ‘standards’ used in quality
assessment are heavily influenced or rather come from three sources,
namely,
●
●

●

the science of healthcare that determines efficacy
the individual values and expectations that determine
acceptability
social values and expectations that determine legitimacy (Sale
2005)

Social Determinants of Quality of Healthcare
Considerable progress has been made over the past decades in health
status as well as of the health services provided in the country as
compared to what was there at the time of independence. However
there are wide differences in health status as well as for accessibility to
health services for different social groups. There are also rural/urban
differences. The improvement in the quality of services is also not
uniformly distributed for rural and urban population. There are wide
differences in the quality of services provided for different social groups.
“Placed squarely in the realm of human interaction, the way providers
perceive the care needed and the care they provide, and the way clients
perceive the care they need and are given, depend on complex, socially
and culturally constructed needs and expectations, begging the question
who defines quality?” (Hartigan 2001: 7). Quality is thus a relative
concept that is influenced by complex social determinants. Disparities
in the quality of care provided can be observed according to gender,
class, race, ethnicity and religion, across most of the dimensions of the
healthcare process (effectiveness, safety, timeliness and patient
centredness) and across most of the four patient perspectives (staying
healthy, getting better, living with chronic illness, and coping with the
end of life). The review work done by Kevin Fiscella (2003) brings out
the above mentioned disparities in different medical, surgical and
counselling treatment for different types of diseases.
The causes for disparities in provision of healthcare and its quality
can be broadly classified into two: recipient side factors and provider
side factors. Recipient side factors can be analysed both at the individual
and at community level, whereas provider side factors can be analysed
at individual provider, institution and healthcare system level. For
instance, people from the poorer sections may delay treatment seeking
while the healthcare providers would also give them lower priority,
later and less attention as against middle class patients.
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Tracing ‘Quality’ in Healthcare Services Development in the
Indian Context
Historically, various Health Committee recommendations have touched
upon quality issues of specific health programmes and on dimensions
which impact upon quality of the public health service system as a
whole. Institution level quality of services has also been addressed to
some extent. However, there has been no regulation or quality
assessment of the private healthcare sector till the recent past.
The Bhore Committee (Government of India (GoI) 1946)
recommendations for health services development represent the most
comprehensive system design. At the time of independence, by
accepting the Bhore Committee recommendations the state took the
responsibility of providing comprehensive healthcare to all irrespective
of their ability to pay. The health services planned and recommended
in it represented a comprehensive health service system to be developed
within the resource availability of the country by giving priority to health
services. The design of the health service system and organisational set
up recommended was internally consistent with requirements of health
service delivery and was externally consistent by addressing the social
determinants of health. Much of the components of what constitutes
‘quality’ in healthcare at healthcare system level are directly or indirectly
addressed in this report. The recommendations and principles of health
service delivery are relevant even today. The recommendation of
developing a comprehensive multi-tier health services system becomes
an important prerequisite for providing quality health services and
constitutes the structural aspect of quality as suggested by Donabedian
(1990).
After a decade of adopting the Bhore Committee recommendations
a review of implementation of those recommendations was given in
the Mudaliar Committee (Ministry of Health and Family Welfare
(MoHFW) 1962) report. It recommended stopping the expansion of
services and improving the services delivered through existing
institutions. It represents an important shift, where expansion of services
and improving coverage of service was considered less important as
compared to increasing performance of already existing institutions.
The Jungalwalla Committee (Directorate General of Health Services
(DGHS) 1967) recognised the multiplicity in health services delivery
and recommended integration of health services for optimising
resources and improving the health service delivery. The Mukerji
Committee (GoI 1966–69) recommendations correspond to identification
of basic health services that need to be delivered on a priority basis.
The Kartar Singh Committee (MoHFW 1973) recommendations
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constituted creation of intensive and twilight zones, based on distance
around sub-centres in order to rationalise and optimise the work load
for the then deficient number of Auxiliary Nurse Midwives (ANMs)
available. It also brought into the picture a new cadre of health workers,
the Multi-Purpose Worker (MPW), by doing away with multiple
individual programme health workers. This was an important
development in optimisation of existing health resources and providing
better quality services to the community. The Shrivastava Committee
(GoI 1975) recommended having an additional doctor at the Primary
Health Centre (PHC). Recognising the importance of referral services
in the multi-tier health services system, it recommended a referral service
complex. Importance of better monitoring, supervision and assistance
to the MPW was recognised, and was to be provided with a new cadre
of Health Assistants (HA). The issue of access to basic health services
for vast sections of rural population was addressed by bringing in
Village Health Guides, which also served the purpose of involving and
empowering the community in the healthcare process to some extent,
within the then resource availability of the country. Thus many of the
issues of quality addressing structural, procedural and resource
optimisation factors were addressed through these recommendations.
The Alma Ata Declaration (WHO 1978) on primary healthcare
articulated principles and basic elements of primary healthcare, and
defined essential services to be provided. This constituted minimum
services that are to be ensured, and also served as a starting point for
building up comprehensive services. The Declaration brought forth very
important ideas on health service delivery and development. The
primary healthcare approach was about community ownership and
participation, sustainability, i.e. the ability of the community to run
such services in the long run, rationality and appropriate technology,
accessibility, comprehensiveness, inter-sectoral coordination, etc. and
all these are attributes of the ‘means’ for the ‘end’ of providing ‘health
for all’. Therefore, much of the discussion in Comprehensive Primary
Healthcare (CPHC) is about the ‘means’ and ways, principles and
philosophy of providing the predetermined goal of health for all. India
was signatory to the Alma Ata Declaration, but chose to follow a
completely different trajectory of Selective Primary Healthcare with
UNICEF in the form of strategies like GOBI-FFF8. Despite recognition
of failures of vertical programmes the new strategy of GOBI-FFF
complemented the further growth of disease-specific, techno-centric
vertical national health programmes.
The National Health Policy 1982 and that of 2002 laid down policy
guidelines for health services. These two policy reports represent a
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policy shift in health services delivery. During Health Sector Reforms
(HSRs) in the 1990s, Public Private Partnerships (PPPs) were
recommended in the name of improving health services and making
services more efficient. This led to the promotion of the private sector
and downplaying of the general health services in the public system.
HSRs along with its different policies such as PPPs brought about an
important shift in the notion of quality from systemic to institutional
level. It represents the neglect of the state-run health service system
and increased attention being given to the stand alone private and public
institutes providing health services. This era brought into focus quality
assessment and accreditation of hospitals and healthcare institutes
through different mechanisms propounded by different accreditation
organisations, discussed in the subsequent section.
Meanwhile there were other attempts at improving health services
delivery which can be considered as important for quality of health
services. It included rational drug therapeutics or Standard Treatment
Guidelines (STGs) developed by the Delhi Society for Promotion of
Rational Use of Drugs (DISPRUD). Following Delhi, a few other states
developed STGs. Different national health programmes have had
standard operating procedures and treatment protocols developed for
the conditions covered under those specific national health programmes.
Syndromic approaches for diagnosing and treating different sexually
transmitted diseases STDs/reproductive tract infections (RTIs) have also
been developed. Other examples include the Integrated Management
of Neonatal and Childhood Illnesses (IMNCI) for neonatal and
childhood illnesses. The National Institute of Health and Family Welfare
(NIHFW) has developed many management training modules for
different health functionaries like district health officers. Most of these
endeavours represent attempts at improving process-related dimensions
of quality.
There were no separate internal systems for quality improvement
other than the departmental supervisory structure. Efforts to assess the
quality of health services or improve their quality were largely
undertaken through the external committees set up from time to time
for review of health services development and functioning, and their
recommendations provided the guidelines and pathways for further
development. Often, they were set up when a particular change was
already envisaged.
Though largely systematic (applicable for larger systems), many of
the recommendations made by different committees at different points
of time and other guidelines made by different institutions/
organisations and committees are also applicable for improving the
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quality of care at the level of institutes of healthcare delivery, e.g. Medical
Council of India (MCI) guidelines for medical colleges. Different
programmes like Family Planning Programme, Maternal and Child
Health (MCH) Programme, Child Survival and Safe Motherhood
(CSSM) Programme, Reproductive and Child Health (RCH)
Programme, National Tuberculosis Programme (NTP), Revised
National Tuberculosis Control Programme (RNTCP), National AIDS
Control Programme (NACP), National Vector Borne Diseases Control
Programme (NVBDCP) etc. have had their own monitoring and
evaluation mechanisms or quality assurance mechanisms in the recent
past.
Contemporary Currents of ‘Quality’ in Indian Health Services
With some new ideas and strategies, the National Rural Health Mission
(NRHM) is addressing many of the recommendations made by different
committees over a period of time. It is a positive step in terms of
addressing the issue of ‘quality’ of healthcare. While addressing the
quality dimensions of larger health service systems in terms of
comprehensiveness of services, integrated service delivery, access to
services, finance, design and planning, NRHM has undertaken measures
to improve the quality of the services that are being delivered through
each facility, from the lowest upto the district hospital level. The systemic
issues are addressed by intervening in input and process factors of health
service delivery, as well as through demand generation by demand
side financing. It also uses outcome data of health services to assess
their performance. It has developed dedicated mechanisms to address
the quality dimensions of health service delivery at institutional level
through its Quality Management System (QMS), though it has a long
way to go. NRHM addresses the concerns of the quality of the system
as a whole, as well as the quality of the services through institutions of
healthcare delivery.
The attempts to improve quality of the health service system get
reflected in various strategies such as increased financial allocation,
provision for Accredited Social Health Activists (ASHAs) at community
level, provisions of increased manpower, community involvement,
decentralised planning through some of the initiatives like Programme
Implementation Plans (PIPs), removal of bottlenecks in financing,
flexibility for expenditure, Rogi Kalyan Samitis at institutional level
(RKS—Patient Welfare Committees), strengthening procurement and
supplies, research, constant monitoring and evaluation Joint Review
Mission (JRM), Common Review Mission (CRM), concurrent evaluation,
Health Management and Information System (HMIS), Janani Suraksha
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Yojana (JSY) 9, equity and special programmes for vulnerable
groups10.However, some of the policies like public private partnership
and medical insurance, deployed to fill in the gaps like availability of
specialists in government hospitals, have resulted in strengthening
private hospitals through public money. There have been no concrete
and large-scale attempts to employ the required specialists and filling
these vacant posts through regular employment. Another concern is
that of casualisation of labour, through contract-based temporary
employment of many health workers as well as of medical and
paramedical workers. How far these interventions have contributed in
improving the health status of the population and in improving the
quality of services provided is yet to be seen.
Special/Specific ‘Quality’ Related Policy Measures for Public
Institutions
The Bureau of Indian Standards (BIS) developed Indian standards for
healthcare organisations, viz. hospitals and laboratories11. The process
of development of these standards started after the Alma Ata
Declaration in 1978, wherein the Indian government was a signatory to
the undertaking of ‘Health for All’ by 2000. The first set of
recommendations— ‘Indian standards recommendations for basic
requirements of general hospital buildings’, ‘Classification and matrix
for various categories of hospitals’ and ‘Basic requirements for hospital
planning Part-1 up to 30 bedded hospitals’—were released in the years
1984, 1988 and 1988 respectively. However, despite their relevance, none
of these standards have been followed completely even in public
hospitals till today.
Indian Public Health Standards (IPHS) was one of the important
initiatives taken under the flagship programme of NRHM. IPHS were
developed in an attempt to improve functioning and quality of health
services at all levels of institutions, from sub-centre to district hospitals
and hospitals up to 750 beds with or without medical colleges. While
sharing many similarities with the standards developed by BIS, the IPHS
added standard treatment guidelines and protocols/standard operating
procedures for different conditions under different national health
programmes. Under NRHM efforts have been made to fulfil these
standards at all levels in select institutes.
Quality Management System (QMS) and International Standards
Organisation (ISO) certification: QMS (with some limitations) is the first
system to assess quality by directly addressing systemic and service
delivery issues at the level of institutes of healthcare delivery in the
public system. QMS was a systematic initiative taken under NRHM to
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encourage and assist different healthcare organisations to develop
quality management systems to improve the quality of health services
at facility level. Regular monitoring and evaluation is also done to ensure
that QMS is in place and functions effectively as a continuous
improvement process. QMS aims at fulfilling the standards laid down
by IPHS through systematic efforts (MoHFW 2011). However, it lacks
a systems approach when one considers the effect and relationship with
other levels of health service delivery in a multi-tier system. Other
important aspects like access and coverage of healthcare delivery are
not considered effectively as a part of the framework of QMS.
For AYUSH services (Ayurveda, Yoga and Naturopathy, Unani
Siddha and Homoeopathy), there is no quality assessment and
improvement mechanism except supervision within the departments,
which too remains non-functional owing to various reasons such as
vacancies, etc. (GoI 2010).
Special/Specific ‘Quality’ Related Initiatives and Interventions in
Private Institutions
The National Accreditation Board for Hospitals and Healthcare
Providers India (NABH) has accredited around 120 hospitals till date,
and around 450 more are in the process of accreditation. Most of these
hospitals are large, multi-specialty or super-specialty private hospitals.
Some of the government hospitals have also been accredited by the
NABH. ‘Standards for Hospitals’ developed by NABH have been
accredited by the International Society for Quality in Healthcare (ISQua).
The approval of ISQua has been used as a claim for authentication that
NABH standards are in consonance with the global benchmarks set by
ISQua. The National Accreditation Board for Laboratories (NABL),
another board under Quality Council of India (QCI) along with NABH,
is doing quality assessment and accreditation of laboratories and
investigation facilities.
The Joint Commission International (JCI) and Joint Commission on
Accreditation of Healthcare Organisations (JCAHO) are USA-based
organisations, performing quality assessment and accreditation of
healthcare organisations. Some of the private and corporate hospitals
in India have been accredited by JCAHO.
Emerging Discourse for Health Services Strengthening:
Implications for Quality
HLEG and Steering Committee Recommendations. The proposed
Universal Health Coverage (UHC) by the HLEG (GoI 2011b) strongly
advances the logic of ensuring end-users’ access to healthcare services.
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However, ends do not justify the means. The HLEG report claims
allegiance to the principle of primary healthcare. But the primary
healthcare approach was about community ownership and participation
(community being seen not just as passive recipient of services, or just
the ones making grievances at some grievance redressal cell),
sustainability, i.e. the ability of the community to run such services in
the long run, rationality and appropriate technology, accessibility,
comprehensiveness, inter-sectoral coordination, etc.—all these are
prescribed attributes of the ‘means’ for the ‘end’ of providing ‘health
for all’. Much of the discussion around CPHC is about the means and
the ways, the principles and philosophy of providing the predetermined
goal of health for all. The HLEG report seems to focus only on the end
goal of health for all while making a significant departure from the
principles of the ‘means’ and the spirit of CPHC expressed at Alma
Ata.
Even though the HLEG recommendations take a stand against an
insurance-based system, the theme of recommendations is ‘public
funding’ and ‘guarantee of financial provision’. The actual service
provision is left to either the public or ‘contracted-in’ private sector. In
the current policy ethos, the assumption that there will be
encouragement of service provision through contracted-in private
providers and will result in further strengthening of the private sector
through public money is not entirely misplaced. This is despite the
established fundamental problems with the health services being
delivered based on market principles (Light 2000; Rice 1997).
Monitoring each instance of patient interaction with proposed every
‘contracted-in’ private provider would require a mammoth bureaucracy
equipped with the facility to make assessments and intervene in the
complex and highly-technical healthcare delivery systems with the given
information asymmetry which is favourable to doctors. At the very least,
this would require specialists/doctors who have the prerequisite skills
to monitor service provisioning by contracted in private providers. The
proposed recommendations will have to further face the challenge of
the complete lack of regulatory frameworks, monitoring and evaluation
mechanisms and absence of culture of medical audits in government as
well as private sector health services. In the context of the existing
situation of the lack of human resources, trained doctors, paramedical
workers and managerial staff in the health sector, the task of monitoring
of service delivery through proposed contracted-in private providers
seems an unrealistic task.
Medical audits, systems of monitoring and evaluation, guidelines
and audits for appropriate and rational usage of medical technology,
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quality management/assessment/assurance and accreditation systems
are in their infancy in the government sector and are alien to most of
the private sector as well. In such circumstances, would it be possible
to control unnecessary investigations and treatment administration from
the contracted-in private sector? There is a similar question mark on
assuring implementation of rational treatment protocols and standard
operating procedures through such private hospitals given the profitseeking principle of their operations, as can be seen from the epidemic
of hysterectomies among insured patients under the Rashtriya Swasthya
Bima Yojana (RSBY) in Bihar and Chhattisgarh and in the Arogyashree
Scheme of Andhra Pradesh (Editorial 2012; Shukla et al. 2012).
The proposition in HLEG recommendations to get IPHS or ISO
standards implemented for those hospitals getting contracted-in raises
a plethora of questions. In what percentage of private hospitals are
standards related to buildings, infrastructure, and organisation of
service delivery, human resources, and Government of India stipulated
wages being currently followed? How many of them will be prepared
to enrol in UHC? (In fact, HLEG recommends the standards will also
be applicable for non-UHC private providers.) The profits in many of
the private hospitals at district and sub-district level are driven by
unethical practices and by compromising on many infrastructural,
material and human-power standards (less human resources, less
qualifications, more work hours along with unsatisfactory salaries).
Another source of earning is through commissions/cut practice by
referring patients, and through sale of medicines, drugs and other
medical consumables. If they were to follow those standards then it
would require additional investments. There will be expectation of
returns on the investments. So the assumption in the proposed UHC
recommendations that highly powerful and unregulated private
hospitals will part with easy profit-making avenues and opt for price
regulation and follow government-stipulated rates of treatment seems
untenable given the ground reality.
The IPHS are for sub-centres (SCs), PHCs, Community Health
Centres (CHCs) and for hospitals with 30–50 beds, 50–100 beds and
more. These standards are said to be used for quality improvement
and accreditation of hospitals delivering the proposed National Health
Package. Before commenting on the composition and nature of
standards used in IPHS, it is important to remember that these are
standards for public institutions. There are no standards laid down for
private hospitals. IPHS for hospitals with thirty beds and above can be
considered as useful for similar types of private hospitals. However,
there are no standards for private hospitals with bed strength below
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thirty, and this constitutes the bulk of private providers. Standards used
for sub-centres, PHCs and CHCs cannot be used for small private
hospitals as the mandate, composition, objective and circumstances of
service delivery are different.
The standards for thirty-bedded hospitals and above are also for a
specific composition of services with a particular kind of specialist mix
and balance. Will the prescribed standards be relevant and acceptable
to private sector hospitals having thirty or more beds? The specialisation
and composition in terms of skill mix availability in such private
hospitals is very different in different settings. This sector may comprise
a small segment of the private sector but there can be no doubt about
its significance and power. The biggest section of the private sector
would include individual general practitioners, specialists running their
own hospitals, doctor couples with different specialisations running
nursing homes or hospitals and then there are private hospitals, nursing
homes or polyclinics owned or run by groups of different types of
specialists. The mix of specialisation in such private hospitals is based
on social, physical, geographical, economical and other considerations
and not primarily on epidemiological and public health considerations.
Is it at all feasible to develop standards which will be applicable for
such varied types of hospitals and permutations and combinations of
skill mix? More importantly, will they be applicable and acceptable to
the private sector? It is important to address this question as this
constitutes the bulk of the total private sector.
The area requirement for 30-bedded hospitals as per IPHS is around
15–20,000 square feet. What will be its implications in terms of
availability of such land and prices? Along with other material
requirements there are huge human resource requirements of trained
manpower which is not available in many of the district and sub-district
towns. Implementation of standards related to area, building and human
resource standards, along with their working hours and minimum
wages would increase the costs of running the hospital phenomenally
as compared to what it is now. Will this be acceptable to the private
sector? If such standards are necessary, will the government allow
private hospitals to ignore it even if they are not part of the proposed
UHC? Even if it is a dream come true situation and all these hospitals
implement the prescribed standards by investing enormous resources,
the likelihood of these financial investments being recovered from the
patient is far too obvious to be ignored.
There is also the question of whether the proposed price regulation
will be acceptable to the private sector, and for how long. Capital costs,
concurrent costs as well as the cost of trained human resources with
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standard salaries in the context of proposed price control and regulation
would be seen as threatening the economic viability of private hospitals
unless there is sufficient business turnover. This scenario, in turn, raises
more questions about who will ensure the desired business turnover to
private providers and how. Increasing the business turnover of such
individual or couple-owned hospitals raises the risk of defeating the
purpose of providing quality services, as there is a limit to the workload
a single doctor can handle while assuring the provision of rational and
quality services.
In this context, it is relevant to recall that the government could not
enforce even the much watered-down Clinical Establishments Act 2010.
This Act has been challenged by the Indian Medical Association (IMA).
These are the real life power dynamics in which the proposed
recommendations of HLEG will have to be negotiated. Needless to say,
such circumstances challenge the larger goal and modalities in providing
universal access to rational and quality healthcare services.
The recommendation to introduce three new categories in the public
health cadre, namely, all India public health services cadre, health
systems management cadre and hospital managers cadre (GoI 2011b)
is riddled with ambiguity and overlap in their roles and responsibilities
(unclear responsibilities of public health cadre). Most importantly, it
would be interesting to see how the power dynamics within these
proposed different cadres of health professionals will unfold. Health
services are presently dominated by the clinical specialist and super
specialist. The proposed recommendations call for a change in this
power dynamics by replacing it with new professionals. In a highly
technical and complex field like health, and in the context of the given
power dynamics where specialist doctors dominate the health sector, it
would have been logical to develop these cadres and define their roles,
responsibilities and power dynamics through appropriate operations
research.
HLEG proposes that District Health Managers will manage the
government-run health service system as well as purchase of services
from contracted-in private providers (Ibid.). Quality assurance,
performance management (that involves recruiting and deciding career
trajectories), purchasing health services, etc., accords a disproportionately powerful position to the health system management cadre.
These managers will be in a position to cater to management needs like
supply chain maintenance, financial calculations, etc., but the technical
component of care delivery and rationality of care are tasks that are
way out of the league of district health system managers unless they
are trained medical doctors. Further, even if this cadre comprises
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medically trained doctors, there is no certainty about their
understanding, perspective and expertise in handling AYUSH treatment
systems.
Quality assessment and quality assurance cannot be left to health
system managers alone. Quality in healthcare is unique conceptually
and would need a different approach for assessment and improvement.
The management-trained professionals will not be in a position to assess
the clinical services provided by medical and paramedical professionals.
In addition to developing inbuilt mechanisms of regular medical audits,
death audits, clinical audits and their use for quality assessment, overall
quality assessment should be done through a team consisting of
clinicians from different disciplines, paramedical workers, experts in
management and administration, epidemiologists, public health
specialists, economists, representatives of Civil Society Organisations
(CSOs), patients, relatives or attendants of the patients, community
representatives, etc.
The HLEG recommendations acknowledge the difference between
hospital services and hospitality services and allow for extra charges
for providing services not covered under the proposed National Health
Package and for hospitality services (Ibid.). Allowing a dual system
with the public and private systems providing hospitality and luxury
services will, in the long run, have its implications for UHC as well as
for public health systems. Supply creates its own demand. Over time a
five star hospital with luxury hospitality services will have changed
the perceptions about what constitutes hospital and health services.
Will such a luxury hospital providing hospitality services act as a role
model for what constitutes hospital services? Will it increase pressure
over time on government-run health services? Will these hospitality
services become part of ‘quality’ assessment and the accreditation
process? Will presence or absence of it affect the process of empanelling
private hospitals in UHC or any other private insurance scheme?
Are hospitality services limited to tertiary level/multispecialty
corporate hospitals alone? Single specialty individually or coupleowned and run nursing homes at district and sub-district level also
provide hospitality services. The most important task is to define and
distinguish between what constitutes hospitality service and what
constitutes necessary hospital service. Will talking to the patient
courteously and spending some time explaining the condition of illness
and line of treatment constitute hospitality service or necessary service?
Will access to safe drinking water, hygienic food, sanitation facilities,
and arrangements for attendants accompanying the patient constitute
hospitality or necessary hospital service? Does prompt or timely
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treatment constitute hospitality service or necessary service? It is a
difficult task to define the boundaries of what constitutes necessary
service and hospitality service; it is not static and will vary in different
socio-political and cultural contexts.
The whole idea of defining the National Health Package of HLEG
and Essential Health Package (EHP) of the Steering Committee (Ibid.;
GoI 2012)—needs to be reconsidered. It is impractical to define
boundaries for diseases given the fact of co-morbidities and
complications associated with even simple illnesses. Universal access
to comprehensive services for all illnesses needs to be guaranteed. A
more holistic approach, i.e. the entire human body being treated, is in
sharp contradiction with the present endeavours to define the
boundaries for health and progression of disease based on National
Health Package or EHP. This kind of planning is not only impractical
but also unethical. Furthermore, a payment for treatment of diseases
up to certain boundaries (as pre-decided in packages) within the
arrangements of PPPs leaves significant scope for financial irregularities.
The HLEG as well as Steering Committee recommendations vis-àvis public private partnership, where health services will be delivered
on market principles as well as the idea of a health package are
antithetical to the idea of ‘quality’ in terms of universal access to
comprehensive services. Many of the dimensions of quality as discussed
above such as efficacy, effectiveness, efficiency, optimality, acceptability,
legitimacy, equity, intangible dimensions like reliability, responsiveness,
assurance, relevance, empathy provided by care gives, issues like time
taken, queues, organisation of services, administrative procedures,
services being comprehensive, ethical, safe and patient centredness have
not even been alluded to or adequately addressed in the
recommendations of HLEG as well as the Steering Committee. The
technical domain of quality which will deal with the rationality of the
treatment process has been recommended to be developed in both set
of recommendations. However, the Steering Committee
recommendations do not make any provision for that. The quality of
clinical process and inter-personal dimension of quality are untouched
in both sets of recommendations.
Mechanisms for addressing the issue of quality at the systemic and
at individual service delivery level are thought about in HLEG
recommendations but need further deliberations. Though Steering
Committee recommendations project responsiveness to service as an
important principle (along with its elements like choice, communication,
confidentiality, dignity, amenities, prompt attention and autonomy),
there are no concrete suggestions and pathways on to how to achieve
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this. Steering Committee recommendations do not have any specific
systemic recommendation which addresses the issue of quality directly.
The Steering Committee proposes that the existing NRHM
governance mechanisms be continued and accommodates some other
suggestions like developing a public health cadre, while maintaining
total silence on a health system management cadre and on other
institutional arrangements like the National Health Regulatory and
Development Authority (NHRDA), along with its important subsidiary
institutional mechanisms suggested by the HLEG report. It recommends
continuation of existing public private partnerships and has nothing
new to offer to the UHC except the Bachelor of Rural Healthcare cadre
that is already being offered in some states. Creating competition
between public and private sector services, as in the pilots recommended
to be conducted in one district of each state, may theoretically be seen
as one way of forcing quality improvement in both. However, there are
serious doubts about whether it will work on the ground.
It can be seen from both the Committee recommendations that just
to accommodate the idea of PPPs, a plethora of other institutional
arrangements have to be developed and used, such as the National
Health Entitlements Card (NHEC), packages like EHP/National Health
Package, the cut offs like 70 per cent spending on OPD services and 30
per cent on indoor services, empanelment mechanisms, prescription
audits, huge monitoring bureaucracy, bureaucracy to settle financial
mechanisms with proposed private partners, private Jan Aushadhi
stores, performance and health outcomes assessment of the families
registered under each of the healthcare providers, etc.
The Draft National Health Policy (NHP) 2015
The draft NHP 2015 (MoHFW 2014) invokes ‘Comprehensive Primary
Healthcare’ but offers only the service delivery for the conditions
covered under national health programmes (which are already being
provided for); maybe it is making a case for providing these services in
a comprehensive manner. The draft policy discusses this at the primary
level of health service delivery and attempts to give an impression of
CPHC. On the other hand the policy admits that all existing national
health programmes cover only 10 per cent of all mortality and, 15 per
cent of all morbidities. Seventy-five per cent of the communicable
diseases are not covered by national health programmes (Ibid.).
Therefore the assured comprehensive primary healthcare is far from
being comprehensive by any stretch of the imagination.
It appears that healthcare for conditions not covered under national
health programmes and for those conditions that need services of
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secondary and tertiary level are to be provided through strategic
purchase (with an ambiguity on the question of whether they are
assured). The Draft NHP maintains a studied and strategic ambiguity
on what constitutes strategic purchase and its operationalisation.
There is provision of a health card for primary healthcare
entitlement. What is the need of such a card if so called ‘assured
comprehensive primary healthcare’ services are universally provided,
unless there is a plan of territorialising the health service delivery where
every institute will cater to a fixed population with highly regulated
referral services network. The other possibilities are that the proposed
health card will be used, as suggested in HLEG or as used in RSBY, for
secondary and tertiary level health services provided through strategic
purchase, though the draft NHP-2015 maintains a strategic ambiguity
on this.
The more intriguing part of this strategic purchase will emerge when
this purchase is from government hospitals, apart from raising questions
such as whether the service delivery will be territorial. Will it be routed
through these cards? Does this mean those who do not have this card
would not have access to services from these institutes? The more
important question is: how is this strategic purchase going to be
operationalised? Who is the purchaser? If the state is going to purchase
the services from state-run and private institutes, are these cards only
for confirming the service delivery (nature, quantum, payment)? It will
only add the burden of additional bureaucracy for dealing with an
additional institutional mechanism of strategic purchase of health
services. Many of the problems highlighted above in the context of
‘contracted-in’ private sector for health service delivery will hold even
for strategic purchase of service from the private sector.
There are elaborate provisions for strengthening infrastructure,
manpower, free medicines and free diagnostics in the public sector,
secondary and tertiary institutes. There is also a provision of dynamic
budgetary allocation (Ibid.). In the context of both these provisions,
sincerity and political will to implement the former seems weak. The
underlying assumption of such recommendations could be that
secondary and tertiary government institutes are/will be equipped to
compete with the private sector for the share of strategic purchase, and
this competition will improve service delivery in the long run. There is
sufficient evidence on the ground to show that competition for survival
in the private sector healthcare industry has led to a culture of
commissions and financial kickbacks, unnecessary, irrational and
unethical service delivery along with escalation of cost of care for the
patient because of unnecessary investigations, medicines, procedures
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and longer stays in hospitals. Policy is very sheepish in articulating the
need for and approach towards regulation of the healthcare industry,
the fastest growing service sector in India, despite the fact that it is
linked with health and life of the whole population of the country.
In the context of strategic purchase and dynamic budget there are
two possibilities for the public sector
1. Service delivery improves in public sector hospitals and closes
the gaps in services and moves towards comprehensiveness.
2. Secondary and tertiary institutes are reduced to act as institutes
governing purchase from private institutes.
Dynamic budget has some fixed and some dynamic components.
Infrastructure and salaries are fixed components. Given the choice of
strategic purchase from the private sector what is the incentive for public
sector doctors and health workers if the dynamic budget does not have
provision for extra payment for extra work? If there is provision for
extra payment for extra work then the question arises what constitutes
extra? How do we regulate payment for this extra work? Implications
of this in the form of over diagnosis and over treatment are other issues
that need to be accounted for. If there is no provision of extra payment
for extra work, strategic purchase from the private sector is what would
be used. It will reduce secondary and tertiary public institutes turning
them into institutes governing strategic purchase from the private sector.
The only advantage of the idea of strategic purchase is that it lends
itself very easily for packaging and targeting health service delivery.
Investments in an employment generating and labour absorptive
service sector like health service should get more priority for its spiraling
positive effects. The Draft NHP-2015 recognises the need for healthcare
spending of about 5 per cent of the GDP. However policy aims only for
2.5 per cent of the GDP (it does not even give a time frame to achieve
this modest target). The budgetary cut in the allocation for health of the
year 2015 and 2016 raises serious doubts over the seriousness of the
government in drafting this policy and over its sincerity in improving
health services.
The Way Forward
For the year 2013, the USA had a per capita total health expenditure of
about 9,146 $ (47.1 per cent of this was government expenditure and
52.9 per cent was private expenditure) (World Bank 2016). Despite such
a high per capita health expenditure of around 13–15 per cent of their
population is uninsured and does not have access to healthcare. The
proportion would be even higher for those who do not have
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comprehensive health insurance coverage. The insurance-based model
of health service delivery of USA (private insurance and public insurance
for select groups) relies mainly on provisioning of health services from
the private sector. For the year 2013, the UK had a per capita total health
expenditure of about 3,598 $ (84 per cent of this was government and
16 per cent was private expenditure) (Ibid.). With this expenditure
(almost half as compared to the USA), UK has managed to provide
better universal access to integrated medical care. The UK manages
this because they have a model of health service delivery which
predominantly involves public funding and public provision of services.
However, this model of health services is under stress after health sector
reforms were introduced in the National Health System (NHS) in the
1990s. Health sector reforms involving budgetary cuts and introduction
of market mechanisms have started affecting NHS. The waiting lines
for treatment and surgeries in NHS have become a source of concern.
India has a total health expenditure of about just 61 $ (32.2 per cent
of this was government and 67.8 per cent was private health
expenditure) (Ibid.). With such a low expenditure base, we cannot think
of providing integrated medical care universally in the near future. A
vision of insurance-based model of ‘assuring’ health services will not
make services accessible to all even in the distant future. However, the
budgetary allocations of RSBY and other insurance schemes from
different states are showing a consistent rise over time. This is creating
a new set of problems where much of the meagre public funding is
getting diverted for strengthening private services. RSBY and other
publicly funded health insurance schemes have not fulfilled their goal
of reducing out-of-pocket expenditures. Rather, these schemes have
contributed to irrational and unethical medical practices as seen in the
reported instances of epidemics of unnecessary hysterectomies.
The foremost issue would be to define and lay down the concept of
‘quality’ in healthcare for UHC, along with its different dimensions
and determinants. The objectives and implications of that particular
definition and quality improvement efforts should be deliberated upon
as there is a risk of quality assessments and accreditation systems being
used for closing down public facilities and favouring corporate hospitals
as against the primary and secondary level private services. This has a
direct impact on making services more inaccessible. While increasing
access to services at all levels, medical rationality and ethical practice
have also to be built into the quality criteria. Within the public system
itself, there is a need for both the general systemic strengthening
measures and a specific mechanism for facility-based quality
improvement. Existing mechanisms as implemented under NRHM
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should be reviewed and wide discussions need to be held to design
quality improvement systems in each state.
The existing health service system is a result of three decades of
neglect and two decades of active dismantling. In such a situation, the
sudden attention to the issue of providing universal healthcare
nationally as well as globally needs to be understood in a wider
perspective. Many countries are opting for arrangements of healthcare
insurance following the US model of health service system. However,
the US model is proved to have failed in providing universal access to
healthcare despite spending a substantial amount of money (around 17
per cent of their GDP). Health service systems of countries like UK and
Australia have much more to offer, principally as well as for designing
a system for providing UHC. The farcical emergency situation created
to provide universal healthcare needs to be countered, as it can be used
to push in unscientific and irrational models under the disguise of UHC.
It should be acknowledged that it would need realistic time frames for
materialising health services system designs developed on the principles
of public health and epidemiological rationale and evolved through
wider public discussion.
The discussions around different models of UHC should take into
account the experience of the countries that are providing universal
access to healthcare or medical care. Rising healthcare costs have become
a source of concern for many developed countries and questions are
being raised over the sustainability of this continual increase in the
health budgets. Rising healthcare costs have been seen as one of the
important causes of economic crisis that some developed countries are
facing. Health service systems in most of the developed countries rely
on modern bio-medicine and are doctor-centred. Iatrogenesis is
becoming an important cause of mortality; it is one of top ten causes of
death in the US (Priya 2013). This costly healthcare system based on
modern bio-medicine also does not seem to have answers to many
important contemporary health problems like non-communicable,
chronic diseases. Increasing research evidence shows food, physical
activity and stress as important causes of many non-communicable
diseases. This highlights the fact that individual and communities are
not just passive recipients of medical services but have an important
role in healthcare.
Attempts to expand health services and build models of UHC
should learn from the experience of the developed countries. Not
replacing it but going beyond modern biomedicine is the need of the
hour given its limitations in dealing with important health problems of
current times, exorbitant costs and sustainability issues. Engaging with
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alternate systems of medicine like AYUSH in a very profound and
systematic manner is necessary. Learning from people about their health
cultures and helping communities to improve their health by aiding
their efforts should be an approach towards health service system
development. Community resources and practices in the form of home
remedies and traditional healers, along with trained professionals and
healthcare providers from all systems of medicine should be used as
valuable resources while building health service delivery systems.
Health service systems involving pluralist systems of medicine
(democratic pluralism) should be developed by using principles of
public health and epidemiological rationale (Priya 2012). Wider public
discussions are needed to evolve context-specific, self-reliant,
sustainable and rational models of health service delivery. Community
participation is needed at different levels, viz. assessing health status,
identifying priorities, planning health services, delivering health services
and monitoring and evaluation of health services. This would mean
revisiting principles laid down in the Alma-Ata Declaration and sincere
engagement with the politics of knowledge while involving different
systems of medicine.
NOTES
1. Transcendent: This philosophical approach defines quality as something
absolute and universal. Quality is perceived as something experiential
that cannot be resolved into measurable dimensions. Unfortunately this
definition is probably the least practical.
Product-based: Almost diametrically opposite to the transcendental
approach, the product-based approach is only concerned about the most
tangible aspects of quality. Quality is seen as being only what is
measurable in a product. Differences in quality are represented by
differences in ingredients, components and attributes. This approach is
very attractive as it appears to be objective and precise.
User-based:This customer centred approach defines quality from the
individual user’s perspective. High quality means greater satisfaction of
the needs and wants of the user. This approach is appealing to the service
providers and advocates of quality management. The International
Organisation for Standardisation ISO 9000 states ‘the standardised
definition of quality refers to all those features of a product (or service)
which are required by the customer’.
Manufacturing-based:This approach sees quality from the perspective
of the supplier or service provider. Designs or specifications that are
assumed to represent high quality are laid down. Conformance means
quality and deviation means reduction in quality. This approach is
attractive to policy makers, engineers and designers as it simplifies
matters into specifications and control of deviation.
Value-based: Central to this approach is the concept of ‘value for money’.
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2.

3

4.

5.

Quality is defined in terms of conformance to costs and prices. With the
rise of consumerism and the ease of obtaining information, price
comparison is a major factor to be considered when comparing quality
of products and services (Garvin 1988).
1. Efficacy: The ability of care at its best to improve health.
2. Effectiveness: The degree to which attainable health improvements
are realised.
3. Efficiency: The ability to obtain the greatest health improvement at
the lowest cost.
4. Optimality: The most advantageous balancing of costs and benefits.
5. Acceptability: Conformity to patient preferences regarding
accessibility, the patient-practitioner relation, the amenities, the effects
of care, and the cost of care.
6. Legitimacy: Concerning all of the above.
7. Equity: Fairness in the distribution of care and its effects on health
(Donabedian 1990).
Accessibility: The first half of the definition of healthcare quality
emphasises whether individuals have access to the structure and process
of health services. The very basic dimension of healthcare structure is
geographical/physical accessibility. Affordability of services is also an
important aspect of accessibility as expensive care services and difficulty
in seeing a doctor are barriers to access. Organisational access is one of
the ‘soft’ components of accessibility besides the physical factors, and
consists of regulations, institutional and human factors. Availability is
interpreted in terms of the degree of individual satisfaction with the
facilities (structure) and services (process) provided by the healthcare
system, such as availability of women doctors, experts, or multi-specialty
consultations (Yang 2007).
Effectiveness: The second part of health services quality, effectiveness, is
the outcome of services provided to meet the needs and the degree of
closeness to the anticipated outcome when an individual accesses such
services. Effectiveness is determined by two factors: clinical care and interpersonal care. The nature of both inter-personal services as well as clinical
services is critical for the effectiveness of health services, and it is incorrect
to emphasise only one aspect. The measurement methods of these two
types of quality are quite different. The methods used to measure
customer-centred service and communications between doctors and
patients are more time-consuming, less evolved and expensive than
searching hospital clinical databases via computers for assessing
effectiveness of clinical services (Yang 2007).
Efficiency is the ratio of returns to the cost, i.e. to maximise outcomes by
the most efficient use of services. Efficiency could be divided into
allocation efficiency (focus on the measures to maximise returns) and
technical efficiency (focus on technical capacity). As for individuals,
technical efficiency is more important, which allows individual users to
maximise their expected outcomes. However, such maximisation is
neither continuous nor affordable for population health services.
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6.

7.

8.

9.
10.

11.

Therefore, allocation efficiency should be emphasised for population
health, effectively distributing resources into the areas where health could
be possibly obtained. Resource allocation is determined by a society’s
choice, which could be justified by need and equity. Resource allocation
is also an interactive process as well as an outcome in itself (Yang 2007).
Equity is a relevant factor to accessibility with regard to population level
healthcare processes and outcomes, and it is the degree to which all the
individuals can obtain necessary services within the population. The
definition of accessibility must emphasise prompt access to services
according to patient/customers’ needs.
Tangible dimensions include location of health services and their
availability, accessibility, affordability to the population being served.
In addition, it looks at the availability of infrastructure, medicines,
manpower, transport facilities, financial resources available, distance and
cost of healthcare.
Intangible dimensions include: Functional quality: manner of services
delivery, i.e. issues like time taken, queues, organisation of services,
administrative procedures involved.
Technical quality: Consists of effectiveness, comprehensiveness and
rationality of care.
Interactive quality: Includes aspects like reliability, responsiveness,
assurance and empathy provided by caregiver.
Corporate quality: Deals with the image of the organisation
Accessibility: social access to organisations and personnel providing
healthcare. It refers to socio-economic and cultural access (issues like
caste, class, gender, which impinge upon utilisation of services) to health
institutions (Baru and Kurian 2002).
GOBI-FFF stands for Growth monitoring, Oral rehydration,
Breastfeeding, Immunisation-Family planning, Female literacy, Food
supplementation.
It increases access to and the demand for services as well as service
utilisation through demand side financing.
It improves the brand value of the system in the community and improves
utilisation of services and improves the health status of the vulnerable
groups of the community thus serving the objective of health service.
These standards are laid down for 30 and 100-bedded hospitals. Standards
for more than 100-bedded hospitals with or without medical colleges are
not yet released. These standards are related to infrastructure and space
requirements, material, equipment and other consumables required for
effective functioning of the hospitals. The services to be provided along
with human resource requirements have also been specified. These
standards are very detailed and have meticulously elaborated on most
of the dimensions required for effective functioning of these hospitals.
These standards do not elaborate on STGs, rational drug therapeutics or
standard operating procedures and suggest developing these with expert
opinions.
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5
Growth of Private Medical Colleges in
Maharashtra and Its Implications for
Universal Healthcare
Archana Diwate

Historically, the health planning exercise in India is conceived of an
infrastructure for services, as well as attention to the training of required
personnel, as reflected in the reports of the Bhore and the Mudaliar
(Government of India (GoI) 1946; GoI 1961) Committees and the Five
Year Plans. In addition, there have been efforts when specific issues
regarding manpower were addressed, as in the Multi Purpose Workers’
Committee (Ministry of Health and Family Planning (MoHFP) 1973) and
the Srivastva Committees of GoI. (MoHFP 1975). Despite these exercises,
planning was pervaded by an urban bias, a specialist orientation in
medical education, and a slowing down of the growth of infrastructure
in rural areas. Over time, though the training of paramedics got
neglected, a significant increase occurred in the number of medical
colleges. This increase was primarily in the private sector after the 1970s.
These developments during the late 1960s have been linked to the
economic slowdown that brought economic growth rates to 3.3 per cent
by the year 1970 (Chandrasekhar and Ghosh 2002: 6), and lowered
investments in the health sector. It has been argued that, constrained by
its social base, the ruling regime was slow to deal with persistent
inequalities in society. It was unable to introduce adequate land reforms,
and the nature of industrial growth failed to expand employment and
consumer markets to the extent needed, despite state support
(Chandrasekhar and Ghosh 2002). A section of the organised labour class
and the rich peasantry were partially accommodated by the ruling
alliance (Mathew 2002: 94), thus expanding social opportunities for
certain classes. When the state could no more support the prevailing
direction of development, instead of cutting on its undesirable
investments, to protect the dominant classes it opted for external
borrowing. As a consequence the state had to accept structural reforms
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that included health sector reforms, which inevitably pressed for
privatisation of the welfare services (Chandrasekhar and Ghosh 2002).
These explanations largely relate to the economic and political
aspects, barely touching upon the sociological dimensions of shifts in
the health sector. Over the last three decades, specifically after 1990,
the southern and western states have seen a marked increase in the
number of private medical colleges over government medical colleges.
While shrinking state investment and the accompanying push for
privatisation explain the rise of private medical colleges, the questions
we ask are: what are the socio-political dimensions that would explain
the exact processes behind this trend and what are its implications? In
other words, why should one be concerned about the growth of these
private medical colleges?
Since the 1970s a class of rich peasants or capitalist farmers started
investing their surpluses into various enterprises and, over generations,
accessed higher education and gained social mobility. They contributed
to the commercialisation of the economy and social services while
retaining their rural roots (Omvedt 1981; Rutten 1986; Upadhya 1988).
Growth of private health services was a part of this process (Baru 1987).
Given their high capitation fees, only children from families of affluent
professionals, bureaucrats, big businessmen, rich peasants or politicians
could access private medical colleges (Ananthakrishnan 2010; Diwan
et al. 2013; Qadeer and Nayar 2005). In fact, “students in private medical
schools were more likely to have a physican parent than those in the
public sector” (Diwan et al. 2013: 4). It was also observed that students
from public medical schools were more likely to work in rural areas
than the students from private medical schools (Diwan et al. 2013).
This chapter, using secondary and primary data, examines the
general emergence of private medical colleges, their regional
distribution, and then takes up the specific case of Maharashtra to
explore the above trends and their social, economic, and political
determinants. Finally it comments on the implication of this growth for
universal healthcare.
Methodology
The sources used in this paper are, the Medical Council of India (MCI)
records, to examine the growth, trends and regional variations in the
establishment of medical colleges in India. It focuses on Maharashtra, a
state with high private sector presence in medical institutions, to explore
the socio-economic and political determinants to explain their growth.
Data was collated from the websites of each private medical college in
Maharashtra along with an extensive review of the secondary literature.
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In addition to understanding the regional variations and socio-political
determinants of private medical colleges, seventeen in-depth interviews
were conducted with different key informants. The informants were
professors teaching in government and private medical colleges,
students from private medical colleges and local journalists.
Rise of Private Medical Colleges in India: Time-Trend Analysis
Given that there were 19 medical colleges in the 1940s, for a population
of 400 million, when only 1,200 students were admitted each year and
the ratio was one doctor for 6,400 people, the Bhore Committee
suggested that there should be, at the end of the ten years, 43 medical
colleges (GoI 1946, Vol. II: 337).
With this backdrop, we find a significant involvement of the Indian
state in establishing medical colleges till the 1970s (Figure 5.1). This
trend changed however, over the early 1980s with the emergence of
private medical colleges that received a boost.
Figure 5.1: Decadal Growth of Medical Colleges in India
(in numbers)

Source: MCI website (2016, January 15)

Between 1950 and 1980, while government medical colleges were
growing at the rate of 280 per cent, that of private colleges was 1200 per
cent (Figure 1). Since 1981 the relative growth of private colleges was
much higher, especially over 2001–2010.The overall increase in
government medical colleges between 1990 and 2016 was only 90 per
cent, but that of private colleges was 443 per cent. According to some
scholars, the growth of private medical colleges was largely driven by
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economic rather than educational objectives (Ananthakrishnan 2010)
and its acceleration is attributed to the neoliberal pressures for
withdrawal of state intervention and increasing spaces for private
investment.
The rapid growth of medical colleges led to faculty shortages,
inadequate infrastructure, and poor quality of education (Antia 1990;
Rao et al. 2011). These shortages of faculty in the medical colleges—
both in the older and newly started ones—were calculated by applying
the MCI norms. The shortages were of the order of nearly 26,000 medical
teachers if the 260 colleges for the MBBS course alone were to be staffed
adequately (Ananthkrishnan 2007: 25).
At the time of MCI inspection the private medical colleges fill up
the empty hospital wards with patients by providing them money, and
hiring doctors, who are shown as recruited by the college. Even
instruments are borrowed from other colleges (Chattopadhyay 2008).
The unethical practice in private medical colleges to get recognition
from MCI include putting up lists of non-existing staff, showing false
records, false faculty, leaking question papers, etc. (Chattopadhyay 2008;
Deshpande and Deshpande 2009). Quality of learning through practical
exposure has remained a major issue due to very few patients in private
medical college hospitals compared to public medical colleges with no
shortage of patients (Supe and Burdick 2006).
Regional Distribution of Medical Colleges and Intake Capacity:
Interstate Analysis
We looked at the regional distribution of medical colleges in India, using
the six zones proposed by the Ministry of Home Affairs. The Southern
Zone is constituted by six Indian states, has the largest number of
medical institutions (44.9 per cent) and intake capacity (44.9 per cent),
followed by the Western Zone. Taking these two zones together (eleven
states), 60.9 per cent of medical institutions have an intake capacity of
63.2 per cent. In contrast, the Eastern and North-Eastern Zone with 12
states have only 13.1 per cent of medical institutions and 12.2 per cent
of total intake capacity (Table 5.1). Within the Western Zone,
Maharashtra has the highest number of institutions (68.5 per cent) and
an intake capacity of 64.7 per cent. Gujarat and Maharashtra together
have 98.5 per cent of institutions having a similar intake. These medical
colleges are largely located in the urban areas.
Of all private medical colleges more than half are located in the
Southern Zone and 69.3 per cent are located in the Southern and Western
Zones with 72.9 per cent of intake capacity. The Eastern and NorthEastern Zones have only 14 private institutions out of the total of 212.

10
(83.3)
200
(48.5)

Chhattisgarh, Uttarakhand,
Uttar Pradesh and Madhya Pradesh

Haryana, Himachal Pradesh,
Jammu & Kashmir, Punjab,
Rajasthan, Delhi and Chandigarh

Bihar, Jharkhand, Orissa and
West Bengal

Assam , Manipur, Tripura, Sikkim,
Meghalaya (Arunachal Pradesh,
Mizoram and Nagaland)

Total

Central Zone

Northern Zone

Eastern Zone

North-Eastern
States
212
(51.4)

2
(17.1)

12
(28.5)

20
(42.5)

31
(51.6)

32
(45.7)

115
(63.5)

412
(100)

12
(2.9)

42
(10.1)

47
(11.4)

60
(14.5)

70
(16.9)

181
(44.9)**

27180
(51.9)

1076
(84.3)

3940
(76.6)

3900
(64.5)

3499
(51.8)

5630
(58.8)

9135
(38.8)

25095
(48.0)

200
(15.6)

1200
(23.3)

2145
(35.4)

3250
(48.1)

3945
(41.2)

14355
(61.1)

52275
(100)

1276
(2.4)

5140
(9.8)

6045
(11.5)

6749
(12.9)

9575
(18.3)

23490
(44.9)

Intake Capacity Number
and Percentage
Gov
Private
Total Zonal

Source for Regions: Government of India (2016, January 15). Data: MCI website (2016, January 15).
Note: The states mentioned in brackets are without any medical college.
*In each zone the per cent share of government and private medical colleges is out of the total zonal colleges.
**In each zone the total zonal percentage of medical colleges is out of the total Indian medical colleges. The same applies to intake capacity.

30
(71.4)

27
(57.4)

29
(48.3)

38
(54.2)

Goa, Gujarat, Maharashtra (Daman &
Diu, and Dadra & Nagar Haveli)

Western
Zone

66
(36.4)*

Medical Institutions,
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Gov
Private
Total Zonal

Andhra Pradesh, Telangana, Karnataka ,
Kerala, Tamil Nadu, Pondicherry

Name of the States

Southern
Zone

Name of
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Table 5.1: Distribution of Medical Colleges and Intake Capacity
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Moreover, the states of Goa, Chandigarh, Jharkhand, AndamanNicobar, Assam, Manipur and Meghalaya do not have private medical
colleges. There are three states and two Union Territories without any
medical college (Table 5.1). It is also notable that the states with the
largest population in India possess very few medical institutions. Using
the norm of one medical college for five million population, southern
and western states have an excess of 4 to 34 medical colleges. In contrast,
the states of Uttar Pradesh and Bihar, which have large populations,
need 11 and 7 more institutions respectively (Choudhury 2016: 76).
The growth of the medical colleges then, has taken place mostly in
the developed states of India (Mahal and Mohanan 2006; Choudhury
2016). The High-Level Expert Group (HLEG) (appointed by the Planning
Commission (PC) in 2010) states that there is a ‘highly uneven
distribution of medical colleges which has resulted in the skewed
production and unequal availability of doctors across the country’(GoI
2011:22).It recommends ‘selectively setting up (an estimated 187) new
medical colleges over the next 10 years in currently underserved districts
with a population of more than 1.5 million’ (Ibid). However, it does not
comment on the problems in the private medical colleges such as low
quality of education, lack of infrastructure, corruption, lack of
regulation, charging of capitation fee, and the powerful lobbies behind
this growth pattern and the private investments in medical education.
It is these that we explore in our case study.
The Case of Maharashtra State
We have undertaken an in-depth analysis of the growth of medical
colleges in Maharashtra by tracking the emergence of the dominant
caste1 of Marathas and the Maratha-Kunbi2 caste- cluster, exploring their
economic and political power, linkages with the cooperative sector and
the influence on trends and specificities of regional distribution of
medical colleges. This is done by examining the economic and political
dynamics behind their growth and providing insights into the social
characteristics of the owners of private medical colleges.
Brief Profile of the State
The state of Maharashtra was formed in 1960. It is the second largest
state in terms of geographical area and population, with 45.2 per cent
people residing in urban areas. The agricultural sector contributes 12.9
per cent and the industrial and services sector together contribute about
87.1 per cent of the state’s income. It ranks fifth in the Human
Development Index (HDI) (Government of Maharashtra (GoM) 2013a:
1–2). Currently it has 35 districts divided into six administrative
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divisions. Amarawati and Nagpur divisions (Vidarbha region) and
Aurangabad Division (Marathwada region) constitute the two regions
that are relatively the most backward with lower levels of urbanisation
and significant tribal populations. Konkan and Pune divisions in
contrast (western Maharashtra region) are relatively highly
industrialised, agriculturally developed, and urbanised. Nashik division
(northern region) developmentally falls between these two regions with
two tribal districts among its six districts.
Pune Division is known as the highest sugar-producing region and,
with Konkan, it is also the prominent industrial area. In the Vidarbha
region only Amravati and Nagpur districts are urban and have
industries, the rest are not very developed and large parts are tribal.
Konkan division has the highly urbanised Mumbai as well as poorly
developed Sindhudurga and Raigarh districts. The northern division
has a mix of industry (including sugar) and agriculture (GoM 2013b).
The Emergence of Marathas as the Dominant Caste in Maharashtra
Historically, the Maratha dominance existed through kinship networks
and had several sub-group such as the Patils, the Watandars, the
Deshmukhs and the cultivating Kunbis. The latter were not landlords
but paid out of their produce to the Watandars along with the other
poor castes. Brahmins (Deshpande, Kulkarni) constituted the other
powerful section of priests, accountants, and landlords and the two
were joined by a growing class of moneylenders who migrated from
Gujarat and Rajasthan (Marwaris). During the British rule in the
nineteenth century, the Maratha lineage was undermined with
indebtedness due to strict revenue demands of the British and changes
in rules, while the Marwaris and the 5–6 per cent Brahmins acquired
land and wealth to become the dominant caste (Carter 1974; Omvedt
1976; Lele 1982; Gore 1989a).
The British brought in liberal thoughts, new knowledge, and
egalitarian values into Indian society but did not eliminate the feudal
authorities, especially at the village level (Gore 1989b). New
opportunities came up in the form of government jobs in the executive
and judiciary and in this period, the Brahmins were among the first to
benefit from these opportunities. They dominated, along with castes
such as Kayasthas and Prabhus, the newly established educational
institutions in Bombay and Pune. The Marathas and the Kunbis were
largely left out of the educational opportunities and government jobs.
In the late nineteenth century they started realising the importance of
education and some of them did take advantage of education (Ibid.).
This realisation among the backward caste people about their own
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deprivation and denial of rights led to the emergence of the anti-Brahmin
movement in Maharashtra.
Jyotirao Phule (1827-90), a Mali by caste, was the pioneer of social
reforms through education and he established the first school for girls
in Pune and later for the untouchables. He also founded the
Satyashodhak Samaj (Truth Seeking Society) to provide a common
platform for all the non-Brahmin castes to unite and fight for religious
reform and for their own emancipation. Phule insisted that the
movement’s primary focus should be on social, religious, and cultural
revolution rather than political (Gore 1989a).After him, however, the
lack of support by the colonial government and the elite-dominated
national movement, that did not want any hindrance in mass
participation due to any social revolution, changed to some extent the
direction of the movement (Omvedt 1976).
Chhatrapati Shahu Maharaj (1874–1922), from the Maratha caste,
formally became the Maharaja of Kolhapur and promoted education
for all sections of the society, especially the lower socio-economic groups
who were denied education. His resentment of the Brahmins and the
Vedokta3 controversy in 1902 led him to adopt a policy of recruiting
non-Brahmins in the government service through a 50 per cent
reservation. His opposition to Brahmins got him recognition among
the backward communities (Gore 1989b). He was proud of his Maratha
lineage and he attempted to restore its glory (Copland 1973) through a
policy of inclusion of Marathas in education and employment and
setting up a school for the training of Patils in 1911 (Omvedt 1976).
The Satyashodhak Samaj movement spread but it underwent a
change from being a movement for cultural revolution to being a
movement for political power (Gore 1989b). Even though Shahu
Maharajhad supported inter-dining and inter-caste marriage practices,
he did not fully accept the radical stand of the Satyashodhak Samaj. In
1920 he established the Shivaji Kshatriya Vedic School for the training
of Maratha priests and split the anti-Brahmin movement. Later Shahu
Maharaj joined the Arya Samaj and it has been argued that, “in the
state of Kolhapur between 1900 and 1920, a mutual influence of a
Kshatriya-oriented aristocratic anti-Brahmanism and the mass-based
radicalism of the Satyashodhak movement took place” (Omvedt 1976:
130). The increasing unity among the Marathas and the Kunbis gave
them a numerical advantage (Gore 1989b). The Marathas, mainly
peasants in the villages, took a central place and participated in the
anti-Brahmin movement as they could see the return of power through
it. The shift of the anti-Brahmin movement from social reforms in the
late nineteenth century to a struggle for political power in the early
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twentieth century led to the rise of the Maratha caste and the peasantry
(Pol 2008). In Maharashtra the peasant class comprises the MarathaKunbi caste-cluster which was numerically strong. To acquire political
power and to retain it in the Congress-dominated state, they projected
themselves as one (Deshpande 2004). This mobilisation of the
intermediate peasant caste for political power exists till today as a
dominant feature of Maharashtra despite the official recognition of the
Kunbis as a backward caste.
Economic and Political Power in Maharashtra
An empirical study conducted by the scholars from the University of
British Columbia has also pointed out the local economic and political
dominance by the Marathas in the three regions of Western Maharashtra,
Marathwada and Vidarbha. This is borne out by the fact that in 59 per
cent of the villages studied, Marathas own most of the land. Also
Marathas comprise 40 per cent of the population but they are the
Sarpanch (village head) in over 60 per cent of the villages (Anderson et
al. 2011: 10, 13). “Estimated as about 40 per cent of the population, the
Marathas have controlled nearly 80 per cent of the positions of political
power” (Lele 1982: xii). Several scholars see the Maratha-Kunbi castecluster as an agricultural land-owning dominant caste-cluster in
Maharashtra (Carter 1974; Lele 1982 and 1990; Omvedt 1976). It explains
the dominance of the Congress Party in the state, as power remained in
the hands of the Maratha-Kunbi caste-cluster (Datar and Ghotale 2013;
Lele 1990), whose numerical strength and dominance facilitated their
entry into the Party since 1930 and its hold over the rural masses. Till
1990 this political power has been strengthened by the Maratha-Kunbi
caste-cluster’s control of the cooperative sectors, especially sugar
cooperatives (Datar and Ghotale 2013: 37).
A study of 16 Cabinets in the government since 1960 to 2010 to
quantify the Maratha dominance in politics shows that out of 173
sampled Cabinet Ministers, 78 ministers belonged to the Maratha-Kunbi
caste-cluster. Since the inception of Maharashtra, Marathas occupied
the largest group in the State Cabinets, except in 1995 when the Shiv
Sena–BJP formed the government. Out of the 16 Chief Ministers since
the state was formed, ten have been from the Maratha-Kunbi castecluster (Datar and Ghotale 2013: 38–39). This reflects their dominance
in state politics. The growth and regional variations of medical colleges,
especially private medical colleges, is closely linked to this power
structure as we see in the following sections.
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Link Between the Cooperative Sector and the Ownership of Private
Medical Colleges
The control over the cooperative sector in Maharashtra, that was the
base of rural industry, mainly sugar, has been one of the important
means to acquire political power by the dominant caste-cluster of the
Maratha-Kunbis. It is observed that more than 72 per cent of
cooperatives are controlled by Marathas (Deshpande 2014). The
prominent Chief Ministers in Maharashtra who came from the Maratha
caste were Yeshwantrao Chavan from 1956 to 1962, Vasandada Patil,
who was elected twice; and Sharad Pawar, who was elected three times
(Damodaran 2008).
In an interview, one of the Professors of a private medical college
in Pune mentioned that the trend towards private medical education
was started by the cooperative movement. He stated that:
....In Maharashtra there was an ongoing wave of co-operative movement,
especially sugar factories, but after a point there was saturation in this
sector and now they had to find new avenues, so they saw opportunities
in higher education. There was no great vision in establishing medical
colleges. (Interview conducted on August 9, 2013).

The role of politics of cooperatives and rural development in
Maharashtra and the transformation of sugar cooperative societies to
educational trusts is explained as follows:
The leaders in co-operative societies set up educational trusts and
foundations in their own areas and compelled the sugar factory members
to ‘donate’. However, they cleverly kept these trusts legally separate from
the co-operatives. They appointed themselves and their family members
as life-long trustees and thus ensured that the trusts remained under their
control even if they lost control over the sugar co-operatives or allied
organizations. In this way, trusts controlling crores of rupees came into
existence all over Maharashtra. Corruption in this manner became an open
and integral feature of co-operatives in Maharashtra with the silent
approval of all concerned. With the money collected from ordinary
members of co-operatives, the leaders set up big educational enterprises.
They charged heavy capitation fees for admission to their engineering,
medical, computer and management colleges. Yesterday’s ‘Sahakar
Maharshi’s’ (co-operative bosses) thus transformed themselves into
‘Shikshan Maharshi’s’ (education barons). All transactions were ‘underthe-table’ and without any receipts and audit, there was no record of the
capitation fees (Bavisker 2007: 4219).

It also explains that most of the cooperatives are led by a single family
member and the power is being transferred from generation to
generation. For example, Dr. Vithalrao Vikhe Patil, was the first pioneer

156 Universalising Healthcare in India
of a sugar co-operative society in Asia, established in 1950–51. Later on
this legacy was transferred to his son Balasaheb Vikhe Patil and then to
his grandson Radhakrishna Vikhe Patil (Ibid.). Thus for three
generations power has been retained by this family.
A local political leader and a journalist by profession in Karad
(district Satara) explained and reiterated the politics of co-operative
societies in building up the educational institutions in Maharashtra:
....initially what they (leaders of co-operatives) did, they collected money
from the members of the factory as in terms of shares and told them that
we are opening up a hospital, they showed a dream to the people and
likewise they collected money from the members. However, they registered
as a trust and created their ownership of the trust. It was not on the principle
of co-operative— the hospital was built up through people’s money. On
paper they created a separate trust and all trust members belong to their
own family and now the whole hospital and college ownership is in their
family name. (Interview conducted on August 5, 2013.)

The emergence of this new moneyed class is reflected in the ownership
of private medical colleges which is presented in the next section.
Growth of Medical Colleges: Time Trends, Spatial Distribution
and Social Basis
Time Trends: Among the total of 27 private medical colleges, 37.03
per cent colleges come under deemed universities, and 62.9 per cent
were private medical colleges. The state government set up colleges
only between 1950 and 1970. By 2016, only 43.75 per cent of the total
colleges were under the state. In contrast, from barely one private college
in 1970, by 1990 the number increased to 14.
Figure 5.2: Decadal Growth of Medical Institutions in Maharashtra
(in numbers)

Source: MCI website (2016, January 15).
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Over 1981 to 2016 the private colleges increased by 92.8 per cent,
whereas government colleges increased only by 40.0 per cent (Figure
5.2).
Except from 1995–99, when the Shiv Sena was in power, the party
in power remained the Indian National Congress. Of the thirteen new
private medical colleges established during the decade of 1981-90, three
came up in 1984, when Vasantdada Patil was the Chief Minister, and
ten over just two years (1989-90) when Sharad Pawar was the Chief
Minister. Over the next decade (1991-2000) as well, all four new private
medical colleges were established when Sharad Pawar was the Chief
Minister. Both these Chief Ministers belong to the Maratha caste and
most of the private medical colleges established in the two decades
were founded by Marathas. Dahiwale (1995) states, “the Maratha
Mahasangha (founded in 1980) congratulated Vasantdada Patil, the
former chief minister, for granting permission to medical and
engineering colleges on the non-grant basis. These colleges accept a
huge amount of capitation fees during admissions” (Ibid.: 340).
High growth of private medical colleges has adverse consequences
for the nature and quality of medical practice; as an alumnus of one of
the private medical colleges in Maharashtra explained:
...the wards were always empty, there were very few patients and at the
time of inspection they used to rent healthy people by paying them some
amount to show patients load in the college hospital...practical learning
was very bad and even theoretical learning was not up to the mark..
(Interview conducted on July 23, 2013).

Another professor teaching in a private medical college mentioned that,
….there is no assurance whether that particular institution is really going
to give them the so-called scheduled education or not, because many
medical colleges are very substandard in their teaching and the clinical
material, meaning availability of patients (Interview conducted on August
8, 2013).

Two other respondents were in favour of Public Private Partnerships
(PPP) so that district hospitals could be attached to private medical
colleges to fill in the gaps.
Hence, from our interviews it appears that clinical exposure for
students in private medical colleges was inadequate or lacking, raising
serious questions and concerns regarding the quality of education
provided by these colleges.
Spatial Distribution of Medical Colleges:
Pune, Mumbai and Mumbai suburban alone had 15 medical colleges

5
(36.7)
6
(54.5)
1
(14.2)
4
(57.1)
3
(50)
2
(66.6)
21
(44)

Total

27
(56)

9
(64.2)*
5
(45.4)
6
(85.7)
3
(42.8)
3
(50)
1
(33.3)
48
(100)

14
(29.1)**
11
(22.9)
7
(14.5)
7
(14.5)
6
(12.5)
3
(6.2)

Medical Institutions, Figures in
Brackets are Percentages
Gov
Private
Total Div.

Pune, Sangli, Satara, Kolhapur,
and Solapur
Mumbai, Thane, Ratnagiri,
(Raigad and Sidndhudurga)#
Nashik, Dhule, Jalgaon and
Ahmednagar (Nandurbar)#
Aurangabad, Jalna, Nanded, Beed and
Latur (Parbhani, Hingoli, Osmanabad)#
Nagpur, Wardha, Chandrapur
(GadchiroliBhandara, Gondiya)#
Akola, Amaravati, and Yavatmal
(Buldhana Washim)#

Name of the States

2900
(47)

740
(37.1)
810
(61.8)
100
(13.4)
500
(58.8)
450
(50)
300
(75.0)
3295
(53)

1250
(62.8)
500
(38.1)
645
(86.5)
350
(41.1)
450
(50)
100
(25.0)

6195
(100)

1990
(32.1)
1310
(21.1)
745
(12.0)
850
(13.7)
900
(14.5)
400
(6.4)

Intake Capacity Figures in
Brackets are Percentages
Gov
Private Total Div.

Source for Data: MCI Website. (2016, January 15).
Source for Regions: Government of Maharashtra, (2013, May 4).
#Districts mentioned in brackets are without any medical college.
*In each division the per cent share of government and private medical college is out of the total of divisional colleges.
**In each division the divisional per cent of medical colleges is out of the total state medical colleges. The same applies to intake capacity.

Nashik (North
Maharashtra)
Aurangabad
(Marathwada)
Nagpur
(Vidarbha)
Amaravati
(Vidarbha)

Pune (Western
Maharashtra)
Konkan

Name of
the Division

Table 5.2: Regional Distribution of Medical Institutions and Intake Capacity in Maharashtra
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(31.2 per cent of the colleges in Maharashtra); while Pune and Konkan
Divisions taken together (ten districts), had more than half of the state’s
medical colleges (52.08 per cent) as well as the intake capacity (53.26
per cent). Pune (Western Maharashtra) and Konkan were the most
privileged divisions when we look at the average distribution of medical
colleges per district, having more than two medical colleges. This
average was 1.4 for Nashik (North Maharashtra) and just one for Nagpur
(Vidarbha region). Only in Aurangabad (Marathwada region) and
Amravati (Vidarbha region) this average fell below one medical college
per district (Table 5.2).
In Konkan Division, Mumbai had nine of the 11 medical colleges,
with the largest intake capacity. Thane and Ratnagiri had one college
each (Ratnagiri college had come up only in 2015), and Raigad and
Sindhudurga had none. Amravati division of Vidarbha region,
comprising five districts, had just three medical colleges—all in urban
locations. Similarly, three out of six districts of Nagpur and two out of
five in Amravati had no medical colleges. Thus within Divisions also,
there were huge inequities (Table 5.2). Amravati division had the lowest
number of institutions and enrolment capacity, while Pune division
had the highest institutions and intake.
The share of government medical colleges in total annual intake
capacity for the state was 46.8 percent; that of private colleges was 53.1
per cent (Table 5.2), pointing to the relative importance of private
colleges. Interestingly, Nashik division stood out with 85.7 per cent of
its medical colleges being private. This was followed by Pune, Nagpur,
Konkan and Aurangabad Divisions, where the share of private colleges
was 64.2, 50.0, 45.4 and 42.8 per cent respectively. Amravati had the
lowest proportion of 33.3 per cent private colleges. Nashik stood out as
its six private colleges were in the urban and sugar-producing areas.
It thus emerges that the growth of the medical colleges is largely
either in the developed districts or the richer urban parts of relatively
less developed districts. These are the wealthier industrial and cash
crop producing areas, whereas Marathwada and Vidarbha are the most
backward regions of Maharashtra, much of it being tribal as well. The
officially measured per capita income of Marathwada and Vidarbha as
ratio to per capita income of the rest of Maharashtra is revealing.
It is observed that the per capita income of Marathwada is 40 per
cent lower than that of the rest of Maharashtra. Similarly per capita
income of Vidarbha is 27 per cent lower than that of the rest of
Maharashtra. This ratio has gradually deteriorated in both regions
during the past 10 years (GoM 2013b: 2-3).
The Maharashtra Human Development Report (GoM 2012) shows that

Sources for Medical Colleges
Data: MCI Website (2016,
January 15).
High Sugar Producing
Region: Vasantdada Sugar
Institute, Maharashtra
Statistics. Available at http://
www.vsisugar.com/india/
statistics/
maharashtra_statistics.htm
Accessed April 17, 2016
Tribal Region: GoM
(2013b:471)
Major Industrial Area:
Available at <http://
4.bp.blogspot.com/OG9WkJt2yOA/
UHc_BvGcl1I/ AMA/
xMHXeDZGtDM/s1600/
majorIndustrialRegions.gif>
Accessed April 17, 2016

Map 5.1: Division-Wise Distribution of Medical Colleges in Maharashtra
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Sangli, Kolhapur, Pune, Mumbai, Thane, Nashik and Nagpur districts
are very high HDI; whereas Hingoli, Usmanabad, Washim, Nandurbar,
Gadchiroli, Jalna, Nanded, Latur and Dhule have low HDI. As Table
5.2 and Map 5.1, clearly show, Hingoli, Usmanabad, Washim,
Nandurbar, Gadchiroli do not have a single medical college, not even a
government college. Growth of private medical colleges is significant
only in Pune, Mumbai, Satara, Nashik, Ahmadnagar, Sangli, and
Kolhapur.
Since 2011 seven new medical colleges have been established, two
by government and five by private entities. Three private colleges came
up in the districts of Solapur, Satara and Nashik where medical colleges
already existed, and the other two in Ratnagiri and Jalna where there
was none. One of the government medical colleges came up in
Chandrapur (which had none), the other was in Mumbai with several
medical colleges. The neglect of underserved and relatively backward
districts, the continuation of regional disparities, and the dominance of
private sector is thus evident.
Social Basis of Private Medical Colleges
The multiple dimensions of power and the emergence of medical
colleges, especially private medical colleges, is reflected in the regional
development of Maharashtra (Map 5.1 and Table 5.3). One of the 25
private colleges all owners were Hindus except one, who was a Muslim.
Among Hindu owners, 72 per cent of medical colleges were established
by open caste categories, 16 per cent by OBC and 8 per cent by Vimukta
Jati and Notified Tribes (VJNT). However, when seen in terms of the
political domination of Marathas and Maratha-Kunbi caste-cluster, their
ownership of private medical colleges was 72 per cent (Table 5.3).
Most of these owners are politically affiliated to the Congress Party
or to the Nationalist Congress Party. Seventeen colleges were owned
by twelve people and these owners had occupied political positions
such as Member of Parliament, Member of Legislative Assembly (MLA),
and Member of Legislative Council (MLC), and have been Ministers at
the state and central level. Of these, eight owners at some point were
linked to sugar cooperatives. This link has already been discussed. Their
political leadership at the local level had either evolved through sugar
cooperatives or helped them acquire it. Some till date have a strong
hold on the sugar cooperatives. The nexus between the caste associations
and political linkages at the local and the state levels indicates the
hegemony of the Maratha-Kunbi caste-cluster in establishing private
medical colleges in Maharashtra.
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Table 5.3: Social Background of the Founders of Private Medical
Colleges in Maharashtra: (Total 25)*
Number of Colleges

Religion

Caste

15 (60%)
1 (4%)
1 (4%)
1 (4%)
3 (12%)
1 (4%)
2 (8%)
1 (4%)

Hindu
Hindu (Gujarat)
Hindu (Gujarat)
Hindu
Hindu
Hindu
Hindu
Muslim

Maratha (Open)
Patidar (Open)
Kutchi-Lohana (Open)
Khatri Caste(Open)
Kunbi (OBC)**
Mali (OBC)
Vanjari (VJNT)
-

Source: The list of the names of the founders has been compiled from each college
website. Data of caste and religion of the founders was gathered from local key
informants and academicians.
*In 2016 there were 27 private medical colleges, however the data was collected in
2013; two medical colleges were established after 2013; the caste background of
founders of these two colleges could not be obtained.
**One medical college was established by a trust, set up by a person who was
politically strong and belonged to the Kunbi caste. However, currently it is not
clear as to who is leading the trust.

Implication of the Growth Pattern of Medical Colleges for
Universal Healthcare
Universal healthcare is defined, as access to key promotive, preventive,
curative, and rehabilitative health interventions for all at an affordable
cost, thereby achieving equity in access and coverage (WHO 2005). Even
from a limited clinical perspective, this would require a fair distribution
of medical colleges for tertiary care and availability of professionals.
The story of medical colleges in Maharashtra, especially the private
colleges, reveals their inequitable distribution and concentration in
urban and economically developed areas. Private colleges emerged as
a tool for wealth generation through diversification of capital produced
in the agriculture sector. This capital in Maharashtra was routed through
the sugar cooperatives, where political power of caste groups helped
capture wealth produced for private use. The logic of profit from
education and service is inbuilt in the mal-distribution of these colleges.
The historical Maratha-Kunbi caste-cluster alliance that holds
political power in Maharashtra till today makes it easy for the moneyed
of these castes to influence and interfere with policy implementation.
Setting up of state medical colleges, though less mal-distributed, is not
necessarily unaffected by this influence. This is evident from their
concentration in urban areas and the neglect of more needy districts.
The nature and quality of medical education is another aspect of
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the challenge. While the requirement is for a need-based education that
emphasises the national disease pattern and the medical care needs of
the majority with emphasis on preventive, promotive, curative aspects
of care and managerial dimension of healthcare systems, most private
medical colleges are tuned to curative care. As it is, medical education
in India is highly influenced by the Westernised models that shaped
medical institutions, curriculum, and, most importantly, the value
system of the medical professionals (Banerji 1973). Specialisation in
curative medicine, practice in urban areas and in hospital settings, and
an individualistic perspective are the hallmarks of this professional
enterprise. Its focus is on Western technology and income-generating
medical industry as a lucrative business, without consideration for social
aspects of the illness or community as a whole (Antia 1990). This
orientation perpetuates disparities in the health system and creates
urban-oriented mindset-seeking specialisations (Ministry of Health and
Family Welfare (MoHFW) 2007). These maladies are only heightened
in private medical colleges.4
The high level of capitation fees in the private medical colleges (over
INR 35 lakhs for a medical degree), pushes students to prefer practice
in the private sector to recover costs and earn well (Qadeer and Nayar
2005; Rao et al. 2011). Evidence shows that the increase in the number
of private medical colleges has resulted in increase in the cost of
healthcare, but not in access (Joy et al. 2007; Qadeer 2006). Questions
arise about merit too, since almost half the medical colleges in the
country admit students on the basis of their ability to pay high fees,
rather than their marks. What then, is the merit of these students?
It appears that the increasing numbers of private medical colleges
in several states are not a very helpful trend for universalising healthcare.
Despite their large production every year, there is a shortage of doctors
in the country’s public health system. This shortfall is 10.3 per cent at
the Primary Health Centre (PHC) level, especially in Bihar, Chhattisgarh,
Madhya Pradesh, Orissa and Uttar Pradesh where this shortfall is 20.7
per cent. At the Community Health Centre, the shortfall of specialist
doctors was of the order of 62.8 per cent for surgeons, 55.2 per cent for
obstetricians and gynaecologists, 72 per cent for physicians and 69.5
per cent for paediatricians (MoHFW 2010). The high rate of migration
abroad adds to the problem. Maharashtra is no different despite its
high share of medical colleges; institutions in backward and tribal areas
of the state remain without doctors (GoM 2013b).5
The socio-economic and political basis of the emergence of private
medical colleges as instruments of profit is the very reason why these
colleges are not a solution for taking us towards universalisation of
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healthcare. Their prime objective puts a question mark on their ability
to contribute to resolving the crisis of access to medical care. These
institutions and their products are not inclined to participate in
expanding medical care systems. The notion that their partnership with
the state can cover the unreached is highly misplaced due to the reasons
discussed above. Maharashtra’s Maratha-Kunbi caste cluster based
social and political power structure, with its economic roots and vested
interests help us to understand the intricate threads of the national
political economy that supports international pressures for reforms and
privatisation in the health sector. Investing in medical education is in
fact a profitable venture as the state permits high capitation and regular
fees. It also gives prestige and power in society (Kaul 1993). The interest
of the majority of private college owners is accumulation of wealth, not
necessarily in providing quality education. They will therefore fuel the
medical market and not cater to the needs of partnerships for rational
and affordable universal healthcare.
NOTES
1. The concept of Dominant Caste is evolved by M.N. Srinivas (1955) as “a
caste may be said to be “dominant” when it preponderates numerically
over the other castes, and when it also wields preponderant economic
and political power. A large and powerful caste group can be more easily
dominant if its position in the local caste hierarchy is not too low”(Srinivas
1955 as cited in Srinivas 1959:1).
2. There is huge complexity in defining the terms Kunbi and Maratha. There
was a distinction between Kunbi and Maratha until 1911; however, this
was based on class rather than caste as, traditionally, ‘Marathas’ were
landlords and chiefs of the villages’, whereas Kunbis were the cultivators
of the land. Around 1911 Kunbis were merged with the general Maratha
community (Enthoven 1922 as cited in Carter 1974). However Lele (1990)
emphasised the fact that the Maratha-Kunbi caste-cluster is politically
strong since independence and till today they continue to be so. Today
the Maharashtra government has reversed to considering them as separate
castes and Kunbis are considered as Other Backward Class.
3. The Vedokta controversy emerged around 1900 when the Brahmins
opposed the acceptance of Kshatriya status for Marathas and hence, to
Shahu Maharaj, thereby denying the palace the privilege of performing
Vedic rites at religious ceremonies (Gore 1989b).
4. It is being argued that private colleges tend to bring quality down by
focusing on fee and capitation and corrupt practices (Singh and Devi
2015).
5. It is said that there is a shortage of 4000 doctors in the public health system
in Maharashtra. (Iyer and Thomas 2013).
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Introduction
The Planning Commission (PC) in 2012 mentions two models of Public
Private Partnership (PPPs) which ‘can be considered wherever
appropriate for replication and upscaling’. One is the Rajiv Gandhi Super
Speciality Hospital (RGSSH), Raichur, Karnataka for tertiary care, a joint
venture between the Government of Karnataka (GoK) and Apollo
hospitals to provide management of the hospital and super-speciality
clinical care services, with free outpatient services for Below Poverty
Line (BPL) patients. The second model is a contracting arrangement
with a non-government organisation (NGO), Karuna trust and the state
government to manage primary health centres and provide rural
healthcare delivery. (Government of India (GoI) 2013)
This chapter looks at how these two models of healthcare delivery
have failed in Karnataka and why the possibility of replication and
upscaling as recommended by the PC is not a viable option in the interest
of comprehensive and cost-effective health service delivery with
functioning grievance redressal mechanisms.
Background of RGSSH
The GoK, Department of Health and Family Welfare with financial aid
of INR 60 crores from the Organisation of Petroleum Exporting
Companies (OPEC), undertook a project for the setting up of a super
specialty healthcare facility at Raichur, in North Karnataka. The
construction of the 350-bedded hospitals was started in 1997 on a 73
acre campus within the city limits of Raichur (Buradikatti 2013a; TV9
2013). The Department of Health and Family Welfare (DoHFW)
considered various options to manage the hospital; as a departmental
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hospital, an autonomous institution, as a joint venture with the private
sector, or managed either by the for-profit or non-profit sector. A Cabinet
meeting in August 2000 approved the option of inviting the non-profit
private sector to run the 350-bed hospital. A committee was formed to
work out the modalities of the hospital through a government orderGO No. HFW (PR) 292 WBA 2000 dated October 25, 2000. Finally, Apollo
Health Enterprises Ltd. (AHEL), Hyderabad, signed a partnership
agreement with the Department of Health and Family Welfare as
represented by the Commissioner. A governing council was set up with
representatives from the DoHFW and AHEL (vide GO No. HFW (PR)
292 WBA 2000 dated August 8, 2001).
This long-term partnership came into effect in 2002 and was to expire
in June 2011, at which time, the state government decided to study the
outcome of the joint venture project. It constituted an evaluation
committee with five officers including the director of the State Institute
of Health and Family Welfare (SIHFW), the Joint Director of the
DoHFW, the Chief Finance Officer of the National Rural Health Mission,
the deputy Chief Financing Officer and healthcare financing consultant
of the Karnataka State Health Systems Resource Centre (KSHSRC). The
main objective of the evaluation was to review the functioning of the
hospital and the outcome of the PPP. The team visited the hospital and
reviewed the service contract, data on utilisation of the facility, audited
financial statement, government orders, base files and documents
including the initial proposal. The team also looked at the overall
functioning of PPP as a model of tertiary care. They looked specifically
at whether the services were provided as per the MoU, compliance of
AHEL with the terms and conditions of the contract, the inventory and
stock register for equipment provided by GoK as well as those procured
by AHEL, whether AHEL has provided a statement about services
provided to Below Poverty Line (BPL) patients, the cost of services to
BPL patients and subsequent claims reimbursed by the government.
They also specifically looked to see if there were instances of Above
Poverty Line (APL) charges being levied on BPL patients and any
instances of denial of services to BPL patients. An analysis was also
done on the revenue generated to the hospital from the treatment of
APL patients, the average monthly operating cost and whether any
financial loss had been incurred by the RGSSH. This evaluation report
has been unavailable in the public domain and had to be obtained by
filing a Right to Information (RTI) application. (GoK 2011)

A Critical Look at Public Private Partnership for Health Services... 173
Salient Points from the Evaluation Report of the State Government
(Government of Karnataka 2011)
1. Absence of Third-Party Evaluations. No third party evaluations
have been conducted on this hospital for the previous 10 years by either
of the partners—GoK or AHEL, and neither is there any baseline data
to assess if there had been any change in the project performance or the
quality of services.
2. Absence of Equipment Inventory. The Gok as per the agreement
had procured and handed over several items of medical and nonmedical equipment including furniture, fixtures and computers to AHEL
to operationalise the hospital. The report states that the hospital has
not maintained an inventory of assets. A total of 70 items of equipment
had been procured by the hospital authorities at a total cost of INR
3,46,47,243 and a total of 40 non-medical equipment at INR 1,02,76,140
from the One Time Grant (OTG). Twenty-eight items of computers and
related items worth INR 1,00,31,033, 11 items of furniture worth INR
46,33,331and 3 vehicles at a cost of INR 20,85,459 were also procured.
The hospital had however not maintained a log book for equipment,
furniture or fixtures. Of the 84 items of equipment available in the
hospital, 10 had not functioned since 2007 and there has been no
structured system of conducting Annual Stock Verification in the
hospital. These observations were also brought out in an earlier
inspection carried out by the then Chief Administrative Officer (CAO),
Karnataka Health Systems Development and Reforms Project
(KHSDRP) on June 12-13, 2007 (GoK 2011 Annexure 13 ).
3. Poor Utilisation Rates by BPL. One of the key objectives of
establishing the RGSSH by the Government of Karnataka was to provide
quality healthcare to patients below the poverty line in the districts of
the Gulbarga Division, where the BPL population has been identified
by the Food and Civil Supplies department to constitute the majority
(67 per cent) of the population. However data on utilisation of the
hospital services reveals that not more than 25 per cent of the In-Patient
(IP) services and 15 per cent of the Out-Patient (OP) services have been
used by the BPL patients over the period of 10 years.
As seen in Figures 6.1 and 6.2, the utilisation of IP and OP services
by BPL patients has not been successful in achieving its primary
objective of providing services to BPL patients.
4. Poor Bed Occupancy Rates. As per Clause 2.5 of the Service
Contract Agreement (SCA), RGSSH is required to earmark 140 beds
(40 per cent) (out of 350 bed strength) as general ward beds. (GoK 2011:
38)
The evaluation team found that only 154 of the total bed strength
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Figure 6.1: Utilisation of In-Patient services by BPL and APL 2002–
03 to 2010–11 (February 2011)

(Source: Government of Karnataka 2011)

Figure 6.2: Utilisation of Out-Patient Services by BPL and APL
2002-03 to 2010 -11 (February 2011)

Source: (GoK 2011)

of 350 were operational. Of these, only 40 beds were available for the
BPL patients. This works out to only 11.4 per cent of the total bed
strength of 350 and 25.9 per cent of the total operational beds of 154.
The evaluation report states that “this sub-optimal capacity utilisation
has seriously affected the sustainability of the hospital, thereby leading
to serious questions on the commitment towards the PPP model of
functioning.” (Ibid.: 46)
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5. Poor Income Generation. The proposal submitted by AHEL to
the government as part of the Expression of Interest had indicated 70
per cent occupancy at year one and moving towards 100 per cent
occupancy in the tenth year. The Income and Expenditure statement
indicates that the hospital has not been generating any profit since its
inception.
According to the audited statement of the hospital, no profit has
been generated by the hospital from the period 2002–10. (Ibid.: 27) A
previous government order (GoHFW/64/CGM/2002), dated March 21,
2002 stated that in the years when no net profits are earned, the
governing council can allow payment of annual service charge to the
contractor out of the surplus pool account. It was then resolved that,
INR 241.64 lakhs for 2002–03 and INR 858.65 lakhs for 2003–04 shall be
released by the government for revenue loss incurred (Ibid).
6. Speciality and Other Services Provided by the Hospital.
According to Clause 2.4 of the SCA, speciality services were to be
mentioned in the annexure. However this annexure was not available
either with the hospital authorities or anywhere on the hospital
premises. There is no clarity on what speciality services are expected
and what have been actually delivered.
The contractor had outsourced maintenance, security and
housekeeping services. It is observed that the large private provider
who is entrusted to manage and provide services brings about multiple
small local private contractors nested under it, that further challenge
the process of evaluating the performance, and accountability of the
sub-contracted party.
7. Governance and Accountability. Although the governing council
was expected to meet every six months, they had met only 10 times in
the last 10 years. The approval of the governing council had not been
sought as stipulated in the service contract to engage a chartered
accountant firm for the hospital accounts.
The service contract was initially drafted by the committee for
operationalisation of the OPEC hospital, in accordance with a
government order number- Go No. HFW (PR) 292 WBA 2000 dated
October 25, 2000. The finance department had made certain observations
and suggested amendments to the service contract. However, this
amendment had not been signed by both parties. Subsequently, Apollo
Hospitals objected to amendments made in the past leading to a
deadlock between Apollo hospitals and the GoK.
The monitoring of hospital equipment lies with the Karnataka
Health Systems Development and Reforms Project (KHSDRP); BPL
claims by the Deputy Commissioner, Raichur and other hospital
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administrative issues are monitored by the Commissioner, Health and
Family Welfare. The hospital did not have any grievance redressal
mechanisms in place. Although the Deputy Commissioner of Raichur,
as a representative of the owner (GoK), is expected to monitor adherence
to the contract, the minimum assured beds and the payment of BPL
claims have not been monitored.
An analysis of the hospital BPL claims submitted by the Local Audit
Circle (LAC) of Raichur to the visiting evaluation team reveals that there
is a discrepancy in the total number of BPL claims for out-patient and
in-patients between the details provided by RGSSH authorities and that
of the admitted claims by the LAC. For instance, the number of BPL OP
as per the hospital authorities for the year 2002–03 and 2003–04 is 7,888
and 1,775 respectively. While the BPL claims admitted by LAC are 10,806
and 36,427 respectively. Similarly the in-patient number as per the
hospital authorities is 1,844 and 786 while the claims by LAC are
admitted for 485 and 2,310 respectively. The evaluation report states
that “BPL claims submitted by RGSSH is critical for the objective for
which the hospital was established and the inconsistency in the data
between the hospital authorities and that provided for reimbursement
to the local audit circle of Raichur is alarming” (Ibid.: 36).
The evaluation team also states that in such partnership models,
the private partners should be responsible for achieving service quality
benchmarks and assume the risks for delays and cost overruns in the
project, including issues related to human resources and efficiency in
service delivery. The Service Contract Agreement (SCA) makes no
mention of measurable outcomes to assess effectiveness of clinical and
ancillary services.
Community Response to Apollo-Managed RGSSH
According to a fact-finding team from Karnataka Jana Arogya Chaluvali,
as early as 2007, the Karnataka Rajya Raitha Sangha1 had formally
lodged a complaint about how the hospital services were inaccessible
to BPL patients and the sudden mushrooming of brokers and
middlemen who were bringing in patients for a commission. By then
several complaints had emerged from BPL card holders as reported by
a fact finding team. They reported harassment in the name of card
verification. They were frequently told by the hospital administration
that their card was invalid on the pretext that their names were misspelt.
Till such a time that the cards were verified, the hospital administration
demanded that BPL patients pay an upfront amount of INR 25,000,
which they said they would reimburse once the card was regularised.
The BPL patients were later told that their cards had been cancelled
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while actually submitting the valid BPL card for claiming
reimbursement from the government. Such large-scale fraud was
exposed by the local sanghatans which accessed 144 BPL cards along
with their registration number, date of admission, treatment, bill and
deposit paid. The details were submitted to the Principal Secretary,
Health and Family Welfare. The latter instituted an enquiry into the
issue which merely directed Apollo to reimburse the deposit amount
collected but there was no disciplinary action for the fraud committed.
The fact finding report states that the year 2007 also marked a shift in
the functioning of RGSSH. The one time grant reserves were nearly
spent. Apollo had to generate its own revenue to bear the risks of delay
and problems with cash flow. However ‘revenue generation’ was poor.
Salaries started getting delayed for one month initially and soon
employees had to wait for three months to get their salaries and led to
the exit of several doctors whose retention had anyway been a problem.
Importantly Apollo as a principal employer had not made any provision
for Provident Fund (PF) or other benefits through its ten-year contract
period as mandated by labour laws.
On May 31, 2012, the contract with the Apollo management was
terminated by the state government, and all 285 employees on the rolls
of Apollo were summarily dismissed. A year long struggle ensued with
the workers demanding that the hospital be re-opened (Buradikatti
2013b).
Instead the government handed over the hospital from the
Department of Health and Family Welfare to the Department of Higher
Education with intent to convert it into a teaching hospital for the
Raichur Institute of Medical Sciences (RIMS) which was under risk of
losing its Medical Council of India (MCI) recognition if it failed to show
association with an equipped teaching hospital (Buradikatti 2013a). The
Workers Union of RGSSH staged a long protracted struggle to be
reinstated in the hospital under the new administration of RIMS (Staff
Correspondent 2012).
The evaluation team who visited the hospital in 2011 mention in
their report, that
the project initially has some concerns raised by the local people on taking
over the management of the hospital by a private player. Citizens Forum
of Raichur had raised concerns over, however they were not taken into
consideration as Cabinet decision for outsourcing of the hospital
functioning to a reputed private provider was already taken and a GO to
that effect was already issued. The major concerns raised by local
representatives that the cost of healthcare for the poor people would go
high (GoK 2011: 52).
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In summary, the mega project of setting up a super speciality healthcare
has led to more than financial losses. For the ten years, that the project
had been in place, there had been no form of evaluation of the hospital.
From the findings of the evaluation report, it is evident that there has
been dissatisfaction regarding privatisation and increased of costs for
the poor.
The poor utilisation rates of the hospital by BPL patients and in fact
even by APL patients are an indication of huge expenditures that have
not led to any benefit even to paying patients. The utilisation rate by
BPL patients for in-patient as well as out-patient care has dropped to
less than 50 per cent and no serious attempts have been made either by
the hospital or the state government to address this serious concern.
Even as an income-generating initiative, there has been failure with no
profits being generated over an 8-year period leading to the government
investing more funds to sustain the hospital. The regulatory mechanisms
have been dysfunctional and even those recommendations that were
made have not been given due cognisance. The state government did
not consider it important to include community experiences in their
evaluation of the RGSSH, nor did it consider it important to have a
dialogue with local people’s organisations, which had been raising a
voice against several irregularities particularly in management of BPL
patients. Apollo as a principal employer had not made any provision
for provident fund or other benefits through its ten year contract period
as mandated by labour laws. However, worker’s rights figure nowhere
in the ‘evaluation framework’. The inclusion in the evaluation report of
large-scale labour law violations and financial irregularities by RGSSH
would have given a more realistic picture of the fallouts of the PPP
model.
Karuna Trust Model of Primary Healthcare
The other example cited in the context of PPP in the Twelfth Five Year
Plan, is that of a PPP between an NGO, Karuna Trust and the
Government of Karnataka for the management of primary health
centres.
The Trust claims to manage 80 Primary Healthcare Centres (PHCs)
in 7 states—Karnataka, Andhra Pradesh, Orissa, Arunachal Pradesh,
Manipur, Meghalaya and Rajasthan. It has partnerships with different
state governments, the Nuclear Power Corporation of India Limited,
BOSCH Foundation, Population Foundation of India, Sightsavers, India
Development Foundation (IDF), MacArthur Foundation, Karnataka
Health Promotion Trust (KHPT), American Service to India, India
Friends Association, etc. According to the prototype Memorandum of
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Understanding (MoU) for PPP between State and Not-For-Profit
Organisations signed by the NGO and all state governments, it is clear
that any contribution will be made by donors to the Arogya Raksha
Samiti (ARS) which will take a decision on such contributions, if it is
without attached conditionalities (except conditionality of proper use).
If conditionalities are attached, it will be referred to the District Health
Society. All contributions for civil works will be decided by the ARS if
within INR 1 lakh or referred to the District Health Society if higher.
(GoK 2008) However, the NGO has directly signed MoUs with several
donors and funding agencies without even a token involvement of
members of the Arogya Raksha Samiti. This is a clear violation of the
terms of agreement with state governments for generating funds for
PHC function. The organisation has received funds for mobile health,
dental health, telemedicine, management of non-communicable
diseases, traditional medicine, emergency medicine, drugs, eye care,
reproductive and child health, HIV/AIDS, etc. bypassing the ARS
completely. Karuna Trust is registered under Section 12A of the Income
Tax Act, 1961 and obtained certificate of exemption under Section 80G
on the Income Tax Act, 1961. It is also registered under the Foreign
Contribution (Regulation) Act, 1976. The Financial Review Report of
Karuna trust by Sri Dorabji Tata Trust (SDTT) for the period of February
2008 to January 2011 shows that the NGO received INR 106.5 lakhs.
The audit report criticises Karuna Trust for financial lapses. In April
2009, an amount of INR 12 lakhs had been given as a loan by the NGO
without prior permission from SDTT. Expenses unrelated to the project
fund, such as travel to Andhra Pradesh, Orissa and Tamil Nadu were
billed to SDTT as also the Bangalore headquarters office expenditure.
There were also other ‘unexplained’ expenses for flight tickets, audit
fees, salaries, drugs, etc. without production of bills or supporting
documents. An amount of INR 85,000 had been made to the sister
organisation of Karuna Trust called Vivekananda Girijana Kalyana
Kendra (VGKK) for ‘trainings’ without any evidence of training and
INR 94,433 for taxi costs. (Rozmin NA 2011)
In December 2010, 286 inmates of the Beggars’ Home, Bangalore
died at the primary health centre run by Karuna Trust, with subsequent
disappearance of several bodies raising serious concerns. The PHC had
stocks of expired drugs and was managed by a doctor whose degree
itself was in doubt. The death certificate of the inmates had been signed
by the nurses and pharmacist and there was no correlation between
the death records maintained by the PHC and those maintained by the
administration. An inquiry report ordered for a detailed inquiry
regarding unaccounted dead bodies to ascertain whether organs have
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been traded or dead bodies have been sold. This doubt arose because
death certificates had been issued without any record in the PHC
registers. (Chandrashekhar 2010a and 2010b).
In a letter published in The Lancet, a trustee described the PPP model
of Karuna Trust and posed a question to experts whether “similar
partnerships should be scaled-up to cover the country’s entire health
sector” (Karpagam et al. 2012: 1195). It was only when the failure to
disclose conflict of interest was raised that the author acknowledged
the ‘lapse’ that, she was in fact a trustee of the NGO (Ibid).
On September 16, 2014, the Department of Health and Family
Welfare held Karuna Trust, responsible for the spread of dengue fever
in some of the villages covered by the PHC in Chandrabanda village
under the PPP model. The District Health and Family Welfare officer is
reported to have stated that,
The maintenance of Chandrabanda Primary Health Centre, which covers
20 villages, including Naganadoddi where two confirmed dengue deaths
were recently reported, has been outsourced to Karuna Trust for 10 years,
from 2006 to 2016. As per the terms and conditions, the government
provided all the facilities and funds to the trust, including salaries for the
staff and additional funds for implementing various health-related
schemes. However, the trust has not fulfilled its obligations paving the
way for the spread of deadly diseases such as dengue (Buradikatti 2014:
unpaged).

The Trust has, he added, received over INR 50 lakhs annually for the
maintenance of the PHC. He said that he would submit a detailed report
to the commissioner, Health and Family Welfare Services
recommending the termination of outsourcing agreement from the next
financial year. (Ibid.).
A visit was made in 2014, by a team of researchers from Karnataka
Jana Arogya Chaluvali to the PHC Hudem in Karnataka which is under
the PPP project of the Karuna Trust and the Government of Karnataka.
On arrival, at 11.30 am, 10–12 patients were waiting in the Out Patient
Department (OPD), but the doctor had not yet arrived and the pharmacy
and lab were locked. One of the staff interviewed said that the doctor did
not conduct any deliveries at the PHC and most of the cases were
managed by the staff nurse. The doctor did not stay at the PHC but
travelled up and down from the city 18 kilometres away. Staff who
received salaries directly from the NRHM budget were paid on time,
however, those receiving salaries through the NGO had not been paid
for the previous 6–8 months. By the time the research team left at 12:30,
the doctor had still not arrived and the pharmacy and lab were still shut.
A public hearing in VK Salgar, brought out critical failures in the
PHC run by the Karuna Trust; poor quality of antenatal care leading to
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death of mother and infant, poor infrastructure, charging patients
anywhere between INR 5,200-10,000 for deliveries, lack of basic
amenities like drinking water and toilets, poor documentation and
management of children with Severe Acute Malnutrition (SAM) (Mahila
Mattu Makkala Hakkugala Samrakshna Vedike (MMMHSV) 2014).
It was only as late as January 6, 2016 that the Karuna Trust was
asked by the Government of Karnataka to return all the PPP PHCs. On
January 6, 2016, the government passed an order (HSP (3)/25/201516), doing away with the Arogya Bandhu Scheme, under which it had
partnered with non-governmental organisations, charitable trust and
private medical colleges to run two of its PHCs with financial assistance
from the government. It decided to take the PHCs back that had been
handed over to the Karuna Trust and other non-government
organisations, charitable trusts and private medical colleges, following
a series of complaints of non-compliance of rules, misuse of funds, lack
of accountability, and failure to provide quality service to patients by
the organisations running these PHCs. To quote the health minister
“on evaluation, we have also found that there is no accountability, and
some of the NGOs do not even have the required number of doctors
and paramedical staff. The NGOs have employed AYUSH doctors and
untrained nurses in some PHCs.” (Yasmeen 2016: Unpaged).
Following the decision of the GoK to scrap the Arogya Bandhu PPP
scheme, a public hearing was held at the Karuna Trust run PHC in VK
Salgar in Aland taluk of Kalburgi district with the district administration.
Indubai shared how her daughter had lost her first born baby two weeks
ago due to delay in referring her to the general hospital, following which
there was a discussion on how the PHC had failed to pick up high risk
pregnancies even in the past. The Taluk Health Officer (THO) said all
neonatal deaths will be audited and remedial actions undertaken
immediately. People demanded that the audit report and action taken
report be made public. Complaints were made about PHC staff that
was collecting money for conducting deliveries. In spite of repeated
complaints to the management, there was no running water in the
facility and women had been bringing water from homes for drinking
and cleaning up after delivery. The Zilla Panchayat of the area had
sanctioned money to the Karuna Trust for a bore-well; however there
was no information on what the funds had been used for. Antenatal
women were regularly referred to private labs for abdominal and pelvic
scans. There was no ambulance facility in the hospital.
Discussion
It has become a trend in India to talk about ‘evidence-based policy’. It
is not at all infrequent for one or two ‘models’ to be projected as a basis
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for large-scale implementation. The RGSSH at Raichur is projected as a
model of privately managed tertiary care services while the Karuna
model is projected as a model of NGO managed primary healthcare.
The PC has made no effort to present any supporting evidence in favour
of these two models. Neither has it taken into consideration the evidence
against these kinds of models.
Over the last few years, PPP has been at the centre of debates on
health service delivery. On the one hand, they have been aggressively
supported by international organisations, bilateral/multilateral
institutions, financial institutions and national bodies. (Deloitte and
AIMA 2012; Price Waterhouse Coopers and ICC 2012), on the other
hand, it is argued that there are better and safer alternatives if we are
serious about the protection, respect, facilitation and fulfilment of
people’s fundamental right to the highest attainable standard of health
(Richter 2004).
Concerns regarding such partnerships have been expressed as early
as in 1994, by Bennet, who has argued that these partnerships are related
to the use of illegitimate or unethical means to maximise profit, lower
concern towards public health goals, lack of interest in sharing clinical
information, creating brain drain among public sector health staff, and
lack of regulatory control over their practices. In spite of an array of
regulatory and incentive setting structures, with basic legislation for
regulation, most developing countries have difficulty in enforcing such
controls (Bennet 1994). In India, although much is talked about evidencebased policy, except for the initial period of planning where Nehru and
Mahalanobis attempted to introduce the rationale of welfare into a
scientific methodology in planning (as reflected in the Second Five Year
Plan), rational planning for welfare has become a victim of neoliberal
market ideology (Qadeer 2008).
The National Coordination Committee(NCC) of the Jan Swasthya
Abhiyan (JSA) in their booklet on Health System in India: Crisis and
Alternatives give an example of the Indraprastha Apollo Hospital, New
Delhi which is a PPP and the fourth largest corporate owned hospital
in the world, constructed at a cost of $ 44 million in 1996 on 15 acres
prime land worth an estimated $ 2.5 million given by the Delhi
government free of cost (at a token lease rent of one rupee per annum).
Apart from this, the Delhi government invested $ 3.4 million in
construction of the hospital and contributed $ 5.22 million as equity
capital apart from tax and duty waivers. In lieu of this public subsidy,
the agreement was that treatment for one-third of the beds would be
made available free of cost to poor patients (JSA 2006). The Justice
Qureshi Committee, which reviewed the working of 27 private hospitals
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in Delhi including Indraprastha Apollo, found that this hospital
provided free in-patient care to only two per cent of its patients. The
Committee was of the view that these corporate partnerships use the
tag of ‘efficiency’ as a promotional strategy and for pushing technology
and prices. The Report of NCC of JSA further indicated that only two
per cent of indoor cases in 1999-2000 in Apollo Hospital were treated
free and most of these were relatives of staff, bureaucrats and politicians.
There are at least 500 such hospitals across the country and the public
subsidy at stake would be in the range of at least ten thousand crore
rupees. (Ibid.). Also, the term ‘poor’ and free treatment have not been
clearly defined making it easy for institutions to get away with restrictive
definitions according to their convenience. In fact, despite being a high
level committee set up by the Government of the National Capital
Territory, this Report itself was never tabled by the Delhi Government
(Kumar 2009; Qadeer and Reddy 2010).
The Qureshi Committee Report states that the existing free treatment
facilities extended by charitable and other hospitals who have been
allotted land on concessional terms/rates are inadequate, erratic and
far from what was desired. There are 500 such hospitals in the country
and the public subsidy at stake is in the range of at least INR 10,000
crore (High Court of Delhi 2009; Kumar 2009). In fact this very chain of
the Apollo Hospitals Enterprises Ltd was invited to help manage the
RGSSH, in Raichur Karnataka.
The GoK evaluation of the RGSSH had identified sub-optimal
utilisation of beds, poor cash flow management, incorrect and unrealistic
assumptions for designing the revenue model, weak management and
weak monitoring of the RGSSH. Although the report had raised concerns
about the operation, management, coverage (population and service),
quality, cost-effectiveness and risk management by this model of PPP,
the GoK still went ahead and brought out a PPP policy for the state and
guidelines on implementation. This PPP policy of Karnataka makes no
mention of the roles, duties and obligations of the private player. Instead
the government commits to provide all the essential state level clearances
to enable implementation of PPP and to formulate specific policies for
coordination with the Infrastructure Development Department (IDD)
and other government agencies involved in PPP implementation and
also to set up suitable mechanisms for facilitating efficient acquisition of
land for such projects (KSHSRC and Deloitte 2012).
The evaluation report had also suggested that the MoU should not
be renewed and the super-specialty hospital be handed back to the
government. This concern has been further strengthened by a
community-led protest against Apollo Hospital managing the tertiary
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hospital. Following the community pressure, the hospital has been
handed back to the Government of Karnataka and the MoU with Apollo
has been terminated.
Many of the lapses highlighted by the evaluation report are serious
and would be even more disastrous if implemented on a large scale at
a nationwide level as envisaged in the Twelfth Five Year Plan. The fact
that evaluation reports prepared by the government itself are being
ignored and false gains are being projected by the PC only adds to the
puzzle. It is possible that promotion of the PPP model holds more
importance for policy makers than the objective use of evidence.
With regard to the Karuna Trust also, there has been growing
evidence that all is not well. However there has been absolutely no
oversight of the functioning of the PHCs under the Trust despite reports
of serious violations. There has been no independent evaluation of the
performance of Karuna Trust and yet it has been promoted as a model
of PPP for primary healthcare. There have been several objections to
this model of PPP in Karnataka by activists and community groups.
The media in Karnataka has highlighted several instances of violation,
denial of care and negligence by Karuna Trust run PHCs. The trust
currently ‘manages’ 80 PHCs in 7 states and has mobilised huge amounts
of funds and other resources from the state and central government,
Indian and international donors. Though there have been complaints
of financial irregularity and poor service delivery by the NGO, however
they continue to be promoted in several fora.
The role of the Arogya Raksha Samiti has been completely
underplayed by Karuna Trust with itself becoming the receiver of all
funds in the name of donations for PHC. This is in complete violation
of the PPP agreement.
What the two examples illustrate is, the way principles of ‘evidencebased policy-making’ are violated. The nature of what constitutes
‘evidence’ is itself either suspect or distorted and claims of being ‘peoplecentric’ or ‘patient-centric’ are merely window dressings, used to hide
policies that are anti-poor.
The official promotion of PPP-based model like the RGSSH or
contracting out to non- governmental institutions like Karuna Trust as
models of tertiary and primary level care respectively are now being
projected as the only way forward for healthcare in the country. The
absence of any serious effort to generate independent and objective
evidence within the policy framework is a matter of concern. It raises
issues about the very nature of planning which is becoming a highly
subjective and biased process in favour of private partners. It is evident
that critical evidence provided by the state’s evaluation report has not
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informed the decision of the erstwhile PC or the newly constituted
National Institute for Transforming India (NITI) Aayog. It is important
for policy makers who are, in principle, responsible for the rich as well
as the poor of the country to understand what is meant by ‘evidence’
and, take a good and hard look at the quality of evidence to ensure that
they make informed choices while planning for health. Till then, the
motives of the policy makers in pushing for these models of tertiary
healthcare will remain unconvincing.
NOTES
1. The Karnataka Rajya Raitha Sangha is a farmers’ movement that is
fighting the sale of seeds by multinational companies such as Monsanto.
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Role of Public Private Partnerships in
Ensuring Universal Healthcare for India
Bijoya Roy

Introduction
In the early 1990s Health Sector Reforms (HSR) undertaken as part of
structural adjustment programmes proposed a range of changes in
governance, provisioning, financing and resource generation. In India
these reforms contributed to shifts in structural, organisational and
managerial aspects of the public sector healthcare system which has
undergone complex organisational rearrangements (Bennett and
Muraleedharan 2000; Baru and Nandy 2008). Public Private Partnerships
(PPPs) are very much a part of these rearrangements. When, over a
decade, the reforms actually increased catastrophic expenditures in the
developing countries, the concept of Universal Health Coverage (UHC)
and ways of achieving it was offered to rescue the HSR. India’s draft
National Health Policy (NHP) 2015 proposes to provide “universal
access to good quality healthcare services without anyone having to
face financial hardship as a consequence” (Ministry of Health and
Family Welfare (MoHFW) 2014a: 13). Despite this new approach, the
public health system continues to weaken, state investment in public
sector health is stagnating, and the unregulated private sector in health
has come to play a vital role in the provisioning of care. In this scenario,
even to achieve UHC with efficiency and effectiveness seems an
enormous task. Nevertheless, to attain it, PPP is seen as a viable health
policy option both nationally as well as internationally. International
bilateral and multilateral bodies, financial institutions and consulting
companies have particular interest in it.
Built on the foundations of New Public Management, PPPs have
made inroads into the public health facilities at various levels,
establishing a contractual relationship between the public and private
sectors; transforming the provisioning and financing pattern of
institutions and initiating cultural shifts in the public health system.
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PPPs are driven by the rationale of cost containment with increasing
monetary efficiency in the delivery of services, and with a heavy
dependence on the private sector for quality of care. A wide range of
PPPs have evolved over the past two decades, expanded, got refined
and gained permanence.
Prior to the 1990s the state directly procured and provided the
majority of the healthcare and its supportive services. In the mid-1990s
the nature of procuring and provisioning of non-clinical and clinical
services changed, paving the way for contractual services. PPPs
gradually became a public policy objective in India, blurring the
boundaries between the two sectors and impacting people using the
public health system. Emerging evidence from studies of types,
implementation and functioning of PPPs is beginning to reveal their
functioning, efficiency, political and economic significance and ability
or otherwise to reach out to the marginalised, as well as their value for
public money invested. This chapter reviews the studies of PPPs in
India’s healthcare services over a period of two decades —1995 to 2015.
The first and second sections chart out their nature and scale of
proliferation, and identify the policy milestones that promote PPPs.
These policies are well thought out mechanisms for institutionalising
PPPs and grounding them structurally and legislatively; they are not
simple coping strategies. The third section of the chapter examines the
evidence of their utility in terms of coverage, cost, quality, efficiency
and the risks they introduce for the state. A discussion at the end looks
at their role in achieving UHC.
Types of PPP and Structural Issues: 1995–2015
Like concessions in land acquisition, subsidies in imports to the private
sector, and state led insurance systems, PPPs are also one of the
institutional mechanisms to promote commercialisation of health
services. During 1995–2015, the traditional public procurement and
provisioning of services has seen alterations through PPPs that emerged
in different forms, such as service contracts, management contracts,
lease contracts, concessions and build-operate-transfer contracts. Across
these forms of PPPs, a distinction needs to be made between those that
provide services (non-clinical and clinical) within healthcare facilities
or National Health Programmes1; those which operate and manage
health facilities and services; and those where the private sector builds
health infrastructure, manages and provides services. Table 7.1 lays
out the types of PPP models in healthcare.
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Table 7.1: Function Based Models of PPP
in India’s Health Sector
Types of Functions Public & Private
Responsibility

Examples

Outsourcing of
Public Sector: Provides the
Supportive Non- space, pays for the contracted
Clinical Services services Private Sector.
Provides the service, appoints
the staff

Diet, security, cleanliness, solid
waste management in
healthcare facilities;
Ambulance Service (108
Ambulance Service)

Outsourcing of
Supportive
Clinical Services

Public Sector: Provides
the space, pays for the
contracted services
Private Sector: Provides
the service, appoints the
staff

Pathology and Radiology,
Diagnostics within National
Health Programmes (like
sputum collection centres and
also to act as microscopy and
treatment centres within
Revised National Tuberculosis
Control Programme (RNTCP)

Outsourcing of
Clinical
Services

Public Sector: Provides the
space, pays for the contracted
services
Private Sector: Provides
the service, appoints the
staff

Dialysis, Maternity Care
Services (Institutional
Birthing); Cataract surgeries
under National Blindness
Control Programme, Private
Providers in RNTCP_DOTS

Purchasing of
Public Sector: Calls for Tender
Medical Services and Empanels the Private
Operators, Pays for the
Contract Private Sector:
Provides the Service

Central Government Health
Services, ESIS, RSBY,
Yeshasvini, Rajiv Arogyasri
Scheme, Kalaignar; Voucher
Schemes

Social Franchisee In which the developer of a
Social marketing of
successfully tested social
condoms under Family
concept (franchiser) enables
Planning Programme
others (franchisees) to
replicate the model using the
tested system and brand name
to achieve a social benefit
Operate and
Manage

Public Sector: Owns the
healthcare facility, pays for
the contracted services,
regulates and monitors
Private Sector: Manages
the healthcare facility,
provides the non-clinical
and clinical services,
appoints the staff

Primary healthcare
facilities by NGOs (rural
and urban), super
speciality hospitals
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Building, Designing, Operating
and Facility
Management
(BOT/BOOT/
DBFOT)*

Public Sector: Provides
land, finances
Private sector: Designs,
builds, finances, operates
and transfers the
healthcare facility

Diagnostic Centres,
Hospitals (projects in
pipeline)

*BOT (Build Operate and Transfer)/BOOT (Build, Own, Operate, and Transfer):
BOT/BOOT is a PPP model to develop a public infrastructure project with private
funding. DBFOT (Design, Build, Finance, Operate, and Transfer): These projects
involve designing and building the infrastructure, operating them for a specific
time period and transferring the ownership of the project to the government after a
specific time frame, which runs normally between 10 and 30 years.

The evolution of these PPP models is based on the range of available
Private Providers (PP). Each type, depending upon its complexity, has
varying degrees of responsibilities for the public and private sectors.
These models have ‘created opportunities’ for different types of PPs
within the healthcare landscapes “which were once the preserve of
public sector organisations” (Buse and Harmer 2004: 50). Gradually,
they are reconfiguring the national healthcare scenario through policy
discourse and fast changing structures of public sector healthcare, and
enabling the private sector “to exercise power and influence” (Ibid.:
50).
Our review shows that a wide range of PPs (for profit/not for profit;
local/national/multinational corporates), are entering into partnership
with the state for scaling up healthcare provisioning without expanding
public services. It also reveals that local private nursing homes/hospitals
participated in the PPP-based institutional delivery programmes, even
when the scheme was not attractive. Under the Mamta Scheme in Delhi,
around 45 per cent of PPs became part of the scheme since it enabled
them to develop collaboration with the state government and around
one-third saw it as a means to expand business and acquire a certain
credibility in the local market, even though it did not provide any
financial incentive, and the release of funds was often delayed (Bhat et
al. 2007; National Institute of Health and Family Welfare (NIHFW) 2010).
Ancillary services like diet, security, sanitation also bring in non-health
PPs. This creates a multiplication of authorities and loss of control of
health facility staff.
Corporate companies too (national and multinational) are beginning
to participate in the PPPs. For example, in the case of Rajiv Gandhi
Super Speciality Hospital in Raichur district of Karnataka, Apollo Health
Enterprise Limited from Hyderabad had an agreement with the
Karnataka Health Department to operate and manage the Raichur
government hospital and provide services. The state evaluation of this
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experiment was critical of its functioning (Karpagam et al. 2013). In
Maharashtra and Punjab multinational corporate entities have joined
hands with the respective state governments for operation and
maintenance of radiological diagnostic services2. This trend raises
concerns, as private partners often tend not to comply with the agreed
terms and conditions and thus weaken administrative authority (Qadeer
and Reddy 2010).
This opening up of public institutions to markets through a plurality
of private partners creates a diverse set of interest groups and
restructures the relations of power and authority between the public
and private sectors. PPPs, particularly in the field of supportive clinical
services (i.e hi-tech diagnostics), and curative care (dialysis) shows that
public sector healthcare is now beginning to be linked to the medicalindustrial complex and these two areas are good examples of high end
markets. Given this it is doubtful if PPPs can safeguard the public
sector’s interests. This restructuring also leads to significant shifts in
the financing of complex PPP models that have evolved over time and
are discussed in later sections.
Policies Enabling PPP
Tracking polices in the health sector reveals that there are definite
policies that enable PPPs to gain space and permanence in the health
sector. These policies change the relationships and domains of influence
of the state and the private sector, and favour the private sector by
empowering it. They do so by encouraging involvement of different
types of PPPs that have evolved with or without the support of
international organisations, and, by setting up institutions and
supportive legislative frameworks for enhancing PPPs. The evolution
of these policies can be divided into two phases.
First Phase (1995–2005)
The Eighth Five Year Plan (1992–97) recommended targeting health for
underprivileged within the strategy of ‘Health for All’ (HFA) and
privatising services in the public sector through user charges
(Government of India (GoI) 1994). It advocated the need to regulate the
private sector, not out of necessity, but because the government wanted
to promote the private sector (Ibid.). The Ninth Five Year Plan (1997–
2002) reinforced the need for public sector healthcare institutions to
generate revenue by charging supportive and diagnostic services and
increasing ‘the involvement of voluntary, private organisations and selfhelp groups in the provision of healthcare and ensure inter-sectoral
coordination in implementation of health programmes and health-
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related activities’ (GoI n.d.). Thus, the 1990s marked a shift towards a
new public and private mix whereby the public sector was sent on the
path of being privatised from inside and outside. Initially the PPPs
emerged through the outsourcing of first level referral services from
the Primary Health Centres (PHCs) and of non-clinical and clinical
support services in hospitals, national health programmes, and private
management and operation of health facilities. This transition towards
PPP could be traced in the government policies from the early 1990s,
with the implementation of the State Health System Development
Project II in the States of Karnataka, West Bengal, and Punjab in 1995
(World Bank (WB) 1996). Subsequently, the second National Health
Policy, 2002 emphatically supported the private sector by recognising
its presence at all levels of care for economic restructuring (MoHFW
2002). The Tenth Five Year Plan emphasised the need to develop
standard treatment protocols and to improve area-specific publicprivate-voluntary collaborations for the marginalised sections of the
population (GoI 2002). At the same time it cautioned about the success
of NGO involvement at the primary healthcare level mainly due “to
the commitment of individuals and credibility of NGOs, which is
difficult to replicate” (Ibid.: 87).
The National Macro Economic Commission too, marked PPPs as
one of the innovative ways to increase access to and delivery of
comprehensive healthcare services caused by shortages of specialists,
high end technology and ancillary services within the public system
(MoHFW 2005). Across all these recommendations policy makers
adopted PPP as a solution to manage the problems within the public
health sector but without adequately examining PPP’s effectiveness.
Within the health department, Regional Resource Centres were created
and one of their activities was to provide technical support for the state
level PPPs. West Bengal was the first state to draft a PPP policy3 in the
health sector, in 2004. It stated that,
The Government of West Bengal will proactively engage with the Private
Sector in Public Private Partnerships in Tertiary and Secondary Level of
Healthcare, … and proper safety net for the poor, such engagements at
Primary Level will be carefully decided and shall generally attempt at
providing alternative modes of healthcare delivery in underserved, remote
and difficult to reach areas (Government of West Bengal (GoWB) 2006: 4).

Second Phase (2005-15)
The second phase is characterised by the expansion of PPPs through
private investment and state financing for addressing infrastructure
gaps (construction of public health facilities) in the health sector. The
Planning Commission in its reappraisal report on PPP in healthcare
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recommended promoting PPPs in areas like infrastructure, health
manpower, Information-Education-Communication (IEC), capacity
building and managerial services besides service delivery and ways to
make them cost-effective (GoI n.d.). The Report proposed partnerships
with branded clinics (primary care units of corporate hospitals) and
involvement of the corporate sector under Corporate Social
Responsibility (CSR), through the Confederation of Indian Industry (CII)
and Federation of Indian Chambers of Commerce and Industry (FICCI)
and other industrial associations, for advocacy and funding NGOs
(Ibid). It neither specifies the role of branded clinics for the unreached
populations nor the use of CSR funds for strengthening public
infrastructure.
Over the same period, the health committee of CII, in collaboration
with International Finance Corporation and World Bank Institute
worked to lay out areas for PPP interventions and their promotion. It
prepared a white paper which primarily viewed PPPs as one of the
most promising integrated initiatives in developing capital 4 and
infrastructure, wherein the private sector consortium designs, builds,
finances, and provides the services (CII-HOSMAC n.d.).
Creation of PPP Cells
For enabling and institutionalising PPPs across sectors, centre and state
level policies, institutional mechanisms and legislations have been
introduced. In 2006, a PPP cell was established under the Union Ministry
of Finance. Creation of PPP cells within the public sector facilitated the
framing of policies, technical assistance, capacity building and in the
proliferation of PPPs across sectors. This was a turning point as these
cells accelerated the process of setting up PPPs through managing
tenders, drawing up MoUs, liasing between departments, etc. under
the overall guidance of the state. Several PPP cells have already been
set up in West Bengal, Haryana, Punjab, Andhra Pradesh, Karnataka,
Assam, Rajasthan, Madhya Pradesh, Tamil Nadu, Gujarat, Orissa and
Uttarakhand, within different departments including health. These cells
would enable streamlining of PPP projects and deepen its penetration.
Infrastructure-based PPP Projects
To use private finance in public service infrastructure, the government
created financial intermediaries like the Infrastructure Finance
Development Company (IFDC) (1997) and India Infrastructure Finance
Company Limited (2006). In infrastructure projects the private sector
raises the money on behalf of the government and in return the private
sector is awarded with the contract to design, construct, maintain and
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operate during the concession period. The hospital bears the
responsibility to pay back the debt along with the interest including
the cost escalation if it takes place. This experience from UK shows that
it creates an affordability gap. As a measure to keep such projects
attractive for the private sector, the Indian government in 2006, issued
guidelines for Viability Gap Funding (VGF). The gap in VGF is the
difference between the revenue needed to make a project commercially
viable and the revenue generated through user fees. Under this scheme
the government funds maximum of 20 per cent of the total project cost.
However, the financing state department or the ministry can give
assistance restricted to another 20 per cent of the project cost.5
The Eleventh Plan proposed to grant ‘private players’ infrastructure
status so that the private sector could participate in provisioning of
public services through PPPs with access to various government
incentives, subsidies and tax benefits. Thus it legitimised private players’
access to certain concessions like, “land at concessional rates, increasing
floor area ratio and ground coverage, tax holiday, and loan at
concessional rates” (GoI 2008: 82). The draft National Health Bill, 2009
set the stage for PPPs by ensuring affordable ‘coverage’ of services to
people. The state’s role was restricted to providing this economic access
to the very poor. For the rest its role remains ambiguous. The Bill then
is a legislative draft that, like the Five Year Plans, avoids ensuring taxbased state provisioning of healthcare (MoHFW 2009) and encourages
private providers.
In PPP models like Build-Operate-Transfer/Design-Build-OperateTransfer (BOT/DBFOT), long-term partnerships are envisaged with
both sectors financing the project. These projects are sustained either
through the user charges collected by the private partner or through
the annual payment by the government over a period of time. Earlier
in 2005, when the Cabinet Committee on Economic Affairs approved
the VGF Scheme to support PPPs in infrastructure and identified health
as one of the eligible sectors for financial assistance, there were no
annuity provisions. The draft National PP Policy, 2011 then, addressing
the need for PPPs across sectors, proposed internal restructuring and
developing infrastructure through annuity-based PPP projects in sectors
like health that are ‘not amenable for sizeable cost recovery through
user charges’ (GoI 2011). Annuity funding is another mechanism by
which the government provides 40 per cent of the project cost as loan
during the construction period with a provision for deferred budgetary
payment, i.e. the public sector pays when the asset is delivered, or pays
in instalments during the different stages of construction (See Endnote
5). Over the multiple annual plan periods the government pays the

Role of Public Private Partnerships in Ensuring Universal... 195
charges (cost of the physical assets, operation and maintenance) of the
sanctioned annuity projects. Such annuity projects have an impact on
the future availability of resources for the new programmes and this,
“may tend to increase the total cost to the exchequer” (GoI 2010: 6). The
Planning Commission (PC) expressed caution about this. Economists
like Basu also cautioned against their detrimental impact on the public
sector due to a long-term burden on future budgets (Economic Times
2010).
Such health facility projects in India are at their initial stages. They
generate three important concerns at this point. Firstly, infrastructure
based PPPs complicate the contractual structure of organisation.
Secondly, the government goes all the way to make such initiatives
lucrative for the private sector and in the process spends much higher
overall amounts including the concessions granted to them. This also
reflects misplaced and heavy reliance on the private sector. Finally, how
much commercial benefit the private sector accrues through these longterm arrangements and concessions is barely disclosed, in the name of
business confidentiality. The commercialisation of healthcare
provisioning is thus guided by the need of the private sector and private
capital. It is important here to learn from the UK where, despite subsidies
and efforts to meet the affordability gap, annuity based Private Finance
Initiative (PFI) hospitals remained underfunded and more expensive
than the traditional procurement alternatives for hospital
infrastructures. Consequently, many National Health Service (NHS)
trusts working with long-term PFI initiatives faced financial problems
(Hellowell and Pollock 2009).
The Twelfth Five Year Plan, in the name of public spending in
backward and remote areas, paucity of capital and sustaining growth,
pushed further the need for private investment in infrastructure (GoI
2013). Despite these risks, the Draft NHP 2015 again underlines the
need for purchasing services of private healthcare through contracting
out and empanelling hospitals (MoHFW 2014b). These policies and
processes push the private sector ahead but do not necessarily address
the complexities and difficulties created for the public sector and the
patients. PPPs claim to smoothen and reorient the structural and
governance problems of public sector healthcare, but in whose interest
is left unsaid.
Evidence on Access, Quality and Processes of Implementation
PPPs are projected as designed to overcome the weaknesses of public
sector health services (inefficiency, lack of coverage and access and poor
quality) and work in coordination to improve them. They need to be
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evaluated for (i) access to their services; (ii) quality; and (iii) the processes
at work, like complexity of PPs engaging in PPPs, their selection process,
monitoring and regulation, and risks embedded for the public partner
in the contracts. These processes are interrelated but discussed
separately for convenience.
Access to PPP Services: PPP services could be for ambulatory or inpatient care and diagnostic facilities. Access to these facilities needs to
be understood in physical, social and economic terms. Physical presence
of providers, though necessary, is not always sufficient given caste and
monetary constraints of those seeking care. The studies reviewed either
do not explore all services or all the dimensions of access.
Geographical and Social Accessibility: As there is chronic shortage of
functional health facilities, PPPs do bring immediate respite to the people
in remote areas. Our review of literature shows that, for free services at
the point of delivery through the PPP model, the specific target
population groups are: pregnant women, new born children, or all
irrespective of age and sex if they are from BPL families. Several studies
report inability to provide free service to those with certified BPL
certificates (Roy 2007 and 2015). Often non-issuance of health insurance
cards created difficulties for the patients to access free care at the point
of service delivery (Jega 2007; Karpagam et al. 2016; Nandi et al. 2016).
Secondly, location and accreditation of PPs for PPP schemes was
pertinent, especially in rural areas and urban slums and in remote areas.
The researchers report that PPs near urban slums or in rural areas are
not well trained or are mostly unqualified (Deshpande et al. 2004).
Accreditation of private hospitals or nursing homes based on Janani
Swasthya Yojana norms was not very encouraging in Bihar, Madhya
Pradesh (MP), Orissa, Rajasthan and Uttar Pradesh. In MP accredited
hospitals were located in urban areas; and only two hospitals could be
accredited in three districts out of five in Bihar (UNFPA 2009). A review
of PPPs for maternal health services across states shows that they did
not increase physical access to services for rural women. Experiences
of voucher schemes in Agra and Kanpur showed that very few PPs
could be accredited, and were once again found to be concentrated in
urban areas (Ravindran 2011). Similarly, in the PPP-based maternity
care services (MAMTA scheme, Delhi; Chiranjeevi Scheme, Gujarat and
Janani Sahayogi Scheme, MP), the empanelled PPs were located in the
economically better off districts and in the urban centres (Acharya and
Mcnamee 2009; NIHFW 2010 and 2008). In a study of Chiranjeevi Yojana
(CY) in Surat, marginalised people found it difficult to access empanelled
PPs located in developed areas (Acharya and Mcnamee 2009). During
the fifth year of its operation, in 40 per cent of the talukas no empanelled
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PPs became part of this scheme. Secondly, even though the delivery
per PP had increased, the number of empanelled PPs had declined. In
2008, under the extended CY, it failed to expand PP services in the 40
under-served talukas except in two districts (Comptroller and Auditor
General (CAG) 2010). Not only this, anaesthetists were available only
on call since most of them lived in urban areas. They wanted money to
attend such cases soon after the delivery and expressed their reluctance
in attending to BPL cases (Jega 2007). Janani Suraksha Yojana (JSY)
experience in Madhya Pradesh shows that due to non-fulfilment of
selection criteria, only 10 per cent of rural PPs were empanelled and
the majority of PPs included were in urban areas (NIHFW 2008). Lack
of rural PPs limited people’s access and coverage (Devaraj 2006). Distant
location of the PPs increased the cost of access for the poor in Amravati
District of Maharashtra (Rathi et al. 2012). The state-level PPPs in
insurance schemes are not concerned with needs, suffering or urgency
for the patients as often their selection is based on their suitability for
full intervention package rather than needs (Vasan et al. 2015).
In the Revised National Tuberculosis Control Programme (RNTCP)
scaling up and sustaining of the PPP model has remained a challenge
(Pradhan et al. 2010). The review showed that the case detection rates
had increased with greater referrals to the public sector and the case
notifications varied within a range of 2–26 per cent (Dewan et al. 2006).
However, in a PPP TB-DOTS project in Delhi, the majority of the patients
referred by the PPs were from the middle class (Unger et al. 2010). Added
issues reported were problems of neglecting standardised treatment,
follow-ups and holding back information on the availability of free
treatment from public institutions (Ibid.). Ramaiah and Gawde (2014)
point to the fact that in urban areas where public sector healthcare is
diminishing, the involvement of PPs in the detection of TB cases and
referral plays, “a short-term measure to improve effectiveness of the
TB Control Programme” (Ramaiah and Gawde 2014: 370). Doctors in
Bengal echoed similar ideas in the context of PPP-based diagnostic units,
i.e. “the PPP units are only seen as a midway arrangement. Issues of
equity and exclusion continue to persist” (Roy 2015: 195).
The experience of contracting with NGOs for managing primary
healthcare services and provisioning in tribal areas of Meghalaya
showed an increase in OPD attendance. The problem however was of
functioning in distant areas without the state support of regular funds,
drugs and periodic monitoring (Mairembam et al. 2012).
Thus, even though it was assumed that PPP-based services will
improve access and coverage, the accessibility of good qualified PPs to
the poor and remote areas remains a problem.
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Financial Accessibility: PPs partner with the public sector only when
this is commercially viable. The user charge is linked to financial
sustainability of the PPs. The PPPs charge the Above Poverty Level
(APL) patients directly and the government pays for the BPL patients.
Their user charges and exemption rules vary across the states and impact
the poor differentially. For example, PPP diagnostic units in West Bengal
government hospitals provided 10 per cent of BPL patients’ free
diagnostic services per month (Roy 2015), whereas in PPP diagnostic
units of Bihar, both, APL and BPL patients were entitled to free care
(Kumar 2013). In the urban slum health project of Andhra Pradesh and
Assam, managing NGOs were allowed to levy user charges in order to
raise 20 per cent of their recurring expenditure for their sustainability
while keeping in mind positive discrimination. However, to make this
project sustainable, continuation of the government grant-in-aid to
NGOs remained critical (Raman and Bjorkman 2006). In recent times
the pre-feasibility report for the PPP-based MRI in Karnataka
recommended revising the user charges every two years (Information
and Crediting Rating Agency in India (ICRA) 2013). In the public sector
tertiary and secondary hospitals of many states, Computer Tomography
(CT) Scan and Magnetic Resonance Imaging (MRI) and other diagnostic
facilities, provided under the PPP scheme, are either priced at par with
the Central Government Health Services (CGHS) rate or priced lower
than the market rates in consultation with the government.
Table 7.2: CT Scan Waiver Cases Under PPP in Tertiary Hospital
(TH), Kolkata
CT Scan
in TH
20041
20112

Total Govt.
Cases
(A)
11062
(86.85%)
16254
(81.45%)

Percentage of Waiver Cases
100%

75%

50%

25%

n.a

n.a

n.a

n.a

82

36

1982

1257

Total Waiver Private
Cases
Cases
A+B+C
(B)
(C)
1211
(9.50%)
3357
(16.82%)

464

12737

343

19954

Source: Medical College Kolkata 2012; Roy 2007.

All BPL patients availing CT scan services in the Tertiary Hospital
in Kolkata did not get 100 per cent exemption (Table 7.2). Though the
share of free cases had increased over the past six years, maximum
patients received only 50 per cent concession on the actual price and
very few got 100 per cent exemption for the CT scan. Empanelled PPs
for diagnostic services in rural hospitals revealed that patients requested
for further concessions on the subsidised price and also requested PPs
to accept the payment in instalments (Roy and Gupta 2011). Empanelled
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PPs of the rural hospital of Islampur, Murshidabad accepted this practice
in order to sustain the contract (Ibid.). In a PPP-based diagnostic service
in Bihar, only 19 diagnostic tests could be provided free of cost to the
patients referred by government healthcare institutions; the rest were
charged the market rate (Kumar 2013). Most of the patients were not
aware of the cap and consequently they ended up paying. Complaints
regarding extra charge by the technicians were common (Ibid.).
In addition to variations even the out-of-pocket expenditures
remained high in PPPs. Under the Mamta Scheme in Delhi for antenatal
checkups, three-fourths of the women had to incur the cost for Ultra
Sonography (INR 750), other tests and medicines (INR 1,028) and, in
case of more than one postnatal check-up, the empanelled providers
levied further charges (NIHFW 2010). Similarly, under the JSY in
Madhya Pradesh, around 45 per cent of the PPs levied user charges.
These charges were higher in the districts of Indore, Jabalpur and
Chhindwada (NIHFW 2008). Among the 100 beneficiaries only 3
reported to have availed free-of-cost maternity care services and only
one tenth of them received pre-decided cash assistance for maternity
care services. Out of the 32 PPs only 6 provided free OPD service to the
expecting BPL women. Under the Chiranjeevi Scheme in Gujarat,
empanelled PPs did not reimburse transportation charges to the
beneficiaries even when it was a part of the policy (Government of
Gujarat (GoG) 2010). Similar Out-of-Pocket Expenditures (OOPE) were
also reported in cases of deliveries through Caesarean sections in JSY
PPP scheme (Chaturvedi and Randive 2011). Women said that the
subsidy of INR 1,500 was inadequate to meet the costs of institutional
births. They had to take private loans at a very high rate of interest or
mortgage property (Ibid.).
Thus, it is observed that even when a PPP service aims to provide
free service to the BPL patients, the problem of either indirect or partial
out-of-pocket expenditure persists. Secondly, the policy of capping the
number of patients who can access free services (clinical or
investigative), or the limits to the number of free tests, restricts the access
to free medical care and adds to the burden of cost. This stands in
opposition to the principle of universal access to healthcare.
Quality of Care
The government favours the PPP over the public system under the
assumption that it brings in efficiency and quality of care. The experience
of Reproductive and Child Health (RCH) services through the MotherNGO scheme revealed that the NGOs often did not have full-time
personnel for the health activities and the new workload was added on
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to existing personnel (Bhat et al. 2007). Similarly, in Meghalaya in NGO
managed PHCs, despite the availability of staff there was a lack of skilled
providers (Mairembam et al. 2012). PPPs try to bring about efficiency
by cutting on budget allocations on staff. Even though the ancillary
contracts in hospitals specify payment of minimum wages, in practice
contractual staff is under-waged with poor working conditions (Roy
2010). The high-end diagnostic PPP units in district hospitals of West
Bengal had minimum staff with poor wages and full-time radiologists
were not appointed (Roy 2015). In Bihar the private provider could not
be empanelled under JSY due to poor infrastructure facilities and the
lure of unregulated Caesarean operations in the market (UNFPA 2009).
In PPP-based institutional delivery schemes, empanelled private nursing
homes were not equipped to deal with emergency obstetric cases owing
to lack of a blood bank facility and anaesthetists (Mohanan et al. 2014;
NIHFW 2008 and 2014). Likewise, JSY for Emergency Obstetric Care
(EmOC) in Maharashtra among the 34 private facilities studied, showed
that 10 did not have operation theatres (Randive et al. 2012). These
evidences show that PPPs are plagued with problems of human
resources and infrastructure that impacts the quality of care.
Meal services, laundry and cleanliness play a critical role in
rendering good quality of care for in-patients and out-patients both in
hospitals and primary healthcare settings. There are studies to show
that contracting out brings down the quality in several instances (Bhatia
and Mills 1997; Roy 2010). The fourth and eighth National Rural Health
Mission (NRHM) Common Review Meeting Report (CRM) found
grossly inadequate resources for outsourced services like diet, sanitation
and security and the need to improve the poor levels of these services
in the government hospitals of different states excluding Kerala
(MoHFW 2010 and 2014b). Selected PPs tended to establish collection
centres6 for collecting blood/urine samples rather than diagnostic
centres in rural public hospitals under the district hospital of
Murshidabad (Roy and Gupta 2011) and Bihar (Kumar 2013; MoHFW
2014b). These arrangements influence the quality of tests carried out in
terms of ‘prolonged turn-around time and reporting time’ (MoHFW
2012).
The evidence reviewed shows that the involvement of PPs does
not necessarily improve quality of services and care. PPPs from different
states still reported lack of adequately skilled personnel, poor working
conditions, along with poor maintenance.
Processes of PPP Implementation
The MoUs vary with the type of provider, complexity of services

Role of Public Private Partnerships in Ensuring Universal... 201
contracted out and their numbers. Also, there is a range of common
operational issues that we take up in this section.
Selection of PPs and Implementation: There are a few studies that focus
on the selection process of PPs. Local level process of selecting PPs for
some of the PPP-based healthcare services show that it is not always
based on competitive tendering (Roy 2007). At the district level for JSY
in Maharashtra, the relations of medical superintendents with the
private specialists determined the awarding of contracts to PPs (Randive
et al. 2012). Similarly, political connections played a role in the selection
of PPs in UP while contracting NGOs for the management of primary
health facilities (Heard et al. 2011). Thus, a level of arbitrariness enters
the selection process and influences the efficiency of PPPs.
In the working of service-based PPPs, the roles of the partners are
often not well defined. Lack of trust, blaming each other and clash of
interests, delayed payment is perennial across different PPP experiences
(Kumar 2013; Devaraj 2006). Thus, in Ahmednagar district of
Maharashtra, neither the district level government health officials nor
the private doctors wanted to own the scheme for EmOC in JSY through
PPPs. Records of MOUs could not be traced (Chaturvedi and Randive
2011). Implementation of this programme varied across blocks and was
mostly limited to Caesarean sections. There was no referral protocol
and patients could go to any of the available PPs (Ibid.). Likewise in
PPP-based diagnostic services in West Bengal, information on
exemption rules were not displayed by public institutions nor did the
PPs provide this information to the poor patients. To meet their revenue
targets they targetted patients and even contacted the nearby private
practitioners (Roy 2015). The study of the Global Health Initiative on
HIV in India showed that when Treatment Counselling Centres (TCC)
were revived in 2009 the state medical officers viewed it as a duplication
of Antiretroviral Therapy (ART) centres and cumbersome for poor
patients. TCC staff too had problems with state provisioning and, in
order to meet their patient targets, they began poaching (Kapilshrami
and McPake 2012). Internal conflicts between the civil society and
government operated services can negatively impact patient
counselling, follow-up and continuity of care as in the case of Global
Health Initiative on HIV in India (Ibid.). Partnerships thus demonstrate
internal tensions with hierarchical arrangements.
Monitoring and Regulation: There is a constant conflict between what
is endeavoured through the PPPs (public health goals) and the actual
output. PPPs range from simple to complex contracts. Even in simple
contracts like in PPP diagnostic units at the secondary level hospitals
in West Bengal patient utilisation records were not well maintained
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(Roy 2015). Similarly the experience of PPP in TB control in Ujjain
showed that urban doctors viewed record keeping and tracking default
cases as ‘unrewarding’ (De Costa et al. 2008). The complex contracts
make the operationalisation and management very critical. From the
government’s point of view, the nature of engagement goes beyond
just implementing and administering the PPPs. Evidence shows limited
preparedness in implementing and handling PPP operations by the
government (Bagal 2008; Heard et al. 2011; Kumar 2013; Sarma 2006).
Government officials face multiple managerial challenges (of quality
control and monitoring) in dealing with a wide range of PPs operating
at different levels with diverse efficiency and quality. For example, in
the Mother NGO scheme there were NGOs not only at different levels
of efficiency and quality but with differing nature of agreements. This
required differential monitoring and evaluation at each level and made
the process complex (Bhatt 2007). Periodic monitoring and evaluation
of the empanelled PPs during the annual renewal of contracts are
important as there is laxity in this process as well (Roy 2007).
Also, the analysis of terms and conditions of contracts show that
performance and outcome indicators for different kinds of PPP are not
always built-in. In the Uttar Pradesh Health Systems Development
Project’s call for tender specifications, the staff and infrastructure
requirements that a selected NGO should provide were not clearly
defined (Heard et al. 2011). Regular in-house monitoring of the ongoing
PPP and outsourced services were found to be weak in the public sector
hospitals as they did not have adequate personnel (Roy 2007 and 2015;
Kumar 2013; Randive et al. 2012). These PPP-related structures
overstretch government’s stewardship abilities.
Risks: The underlying assumption of PPP policy is inefficiency of
the public sector and efficiency of PPPs. Procedurally, PPP contracts
are expected to draw up possible risks at different stages of a contract’s
life cycle. Risks often emerge when the PP declines to undertake the
agreed role by shifting the responsibility to the public sector or when
the starting of services is delayed. Round 4 of the Global Fund to Fight
AIDS, Tuberculosis and Malaria (GFATM) fund grant for HIV and AIDS
is an example where, despite the partnership with the corporate sector,
it declined to shoulder the establishment cost and forced the state to
renegotiate for funding of drugs and laboratory reagents (Kapilshrami
and McPake 2012). Similarly, there were delays in meeting targets like
when the corporate sector did not establish the promised number of
ART centres and was not inclined to provide care to the patients in an
advanced stage (Ibid.). Thus, the experience of the contractual
relationship shows that it operates within a certain level of uncertainty,
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i.e. not always predictable, and its operation is at risk.
One risk commonly faced by the public sector is a lawsuit between
the partners. This particularly interferes with the call for new tenders
after the completion of the contract period. As long as the matter remains
sub-judice, the old contract continues and the long drawn process
impedes the administrative functioning and quality of service (Roy
2007). The scope of risk is high in complex multiple operational
constracts. Such an inherent risk questions the very logic of efficiency
through the private sector in PPPs.
Several states have opted for the BOT/DBFOT model of hospital
projects such as Punjab, Maharashtra and Meghalaya, expecting that
through these models large-scale infrastructure projects will be delivered
on time and prevent cost overruns. Presently in Meghalaya the state
government, through external agency International Finance Corporation
(IFC) financing, is setting up Shillong Medical College and Hospital
with Kali Prasad Chowdhury Medical College and Hospital (KPMCH)
based on a ‘99 year concession’ wherein the private sector builds and
operates the institution (IFC 2013). The state government provided land
(23.8 acres) for the project, a 40 per cent capital subsidy for the
construction phase, and an operational subsidy for the first 12 years of
operations (Ibid). Added to this the private sector protects itself from
risk by fixing a higher price at the competitive bidding stage and thus
the government loans are used to ‘sustain and subsidise’ PPPs.
Construction of this tertiary hospital is unlikely to meet the 2017
deadline. In such delays, the state, besides bearing a large proportion
of the financial risk, may also end up paying more as the costs of
construction go up. Finally, the government cannot pull itself out of
these partnerships because of the complicated procurement system.
This evidence indicates that the public sector faces higher risks from
the PPP MoUs, defeating the purpose of PPP policy to save immediate
capital expenses for the government and transfer risk from the public
to the private sector, and thereby secure better managed and lower
cost of services (Froud 2003). Such a policy remains a myth and needs
to be challenged, as Froud rightly does.
Discussion and Conclusion
The emergence of PPPs in healthcare has allowed a foothold to the
private sector within the public sector healthcare system. Focused policy
shifts in its favour give it greater power over the public sector healthcare
services leading to their gradual commercialisation. Evidence shows
that PPP has by itself done little to remove inefficiencies and improve
quality of the public institutions. It has in fact forced them ‘to change
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their own practices’ in its mirror image. As of now, the PPP process is
characterised by poor management, monitoring and regulatory
mechanisms.
The first phase of PPPs showed that the public sector institutions in
all three levels of care were facing greater pressure to govern and
manage the ‘new models of provisioning’ which unleashed social,
financial and power relation changes within the public sector healthcare
system. It introduced monetary values, changed the class background
of users and reduced service-based values of providers (Baru 2005).
While institutionalising these practices, PPPs have replaced the old
direct system of provisioning with a much more complex, layered, and
yet fragmented organisational structure. This demands perhaps greater
administrative attention than the previous public health system. In the
second phase complications will increase in long-term infrastructure
PPP projects operated through a large number of contracts and subcontracts. This asks for huge administrative and managerial investment.
Therefore, a weak public healthcare system with declining expenditure
is being put under additional pressure to ensure that the private sector
is accountable.
We have seen that PPPs, across different levels of healthcare, focus
on curative care and those components of it where there is the possibility
of maximising profits. Being selective in approach and with their need
to meet the affordability gap in long-term healthcare infrastructure
projects, PPPs reinforce medical dominance and fragmentation of
patient care. This drastically impacts continuum of care as well as its
quality. Furthermore, this ongoing expansionary project of PPP focuses
on well-endowed regions, neglecting remote areas and marginalised
populations.
With budget constraints in low-middle income countries like India,
the evolution of PPP from meeting incremental service gaps to
healthcare infrastructural gaps necessitates a look at the importance of
capital investment. This determines the access, cost, quality and
planning of healthcare. Already, along with changes through PPPs,
reforms in financing healthcare are in progress. This is reflected in the
draft NHP 2015 that recommends a shift from “input-oriented, budget
line financing to an output-based strategic purchasing” (MoHFW 2014a:
20). This is best suited for acute care and focuses on funding healthcare
institutions based on volume of activity, such as the number of surgeries
done. Evidence from Canada shows that the output/activity based
funding could not reduce administrative costs in hospitals; there was
mixed evidence of efficiency gains; and led to treating “high-volume,
low-risk patients over higher-needs, less predictable patients” (Cohen et
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al 2012: 7). Thus, with the growing fragmentation in the production of
services, the healthcare planning process recedes further into the
institutional framework. This makes it easy for it to be gradually taken
over by the market through financial performance, incentives and
rationing of care in the name of efficiency.
Despite the popularity of the PPPs at the policy level, its advantage
has been questioned in recent time in different states. Civil society
organisations like Jan Swasthya Abhiyan (JSA), Karnataka Jana Arogya
Challuvalli have resisted PPPs in healthcare and taken the issue to the
public. In Chattisgarh, the PPP initiative for diagnostic services in 379
health facilities was cancelled in 2013, followed by the cancellation of the
mobile medical units where doctors and technical staff complained of
non-payment of salaries and non-availability of essential medicines
(Bagchi 2013). JSA also questioned the need to replace the existing
diagnostic services in these health facilities with PPP arrangements.
Recently, in Karnataka the health department closed down the Arogya
Bandhu Scheme under which the private sector was empanelled to
manage and operate 52 primary health centres, and brought it back
under its direct administration and management (Yasmeen 2016). This
happened due to non-compliance of the terms and conditions by the
private sector. As of now the resistance movement has been able to shut
down initiatives like the Rajiv Gandhi Super Speciality Hospital, Raichur
contracted out to Apollo Healthcare Limited.
At this juncture it is important to recognise that the challenge of
genuine reform of the public sector health services and its
universalisation continues and requires a search for alternatives. Policy
makers need to take cognisance of some of the state level initiatives
(Tamil Nadu, Rajasthan, Kerala, Orissa), like provisioning of free
medicine that can work if strengthened, maintaining high standards of
efficiency, quality and accountability in the public systems (Tamil Nadu
Medical Services Corporation Ltd. and Rajasthan Medical Services
Corporation). Studies show increase in footfall in the public healthcare
institutions with increased availability of essential medicines. This has
come through the efficient procurement, stocking and delivery of
medicines (WHO 2014). Direct public provisioning of services does
matter to the people. Critical evaluation of ongoing service-based PPPs
and new infrastructure-based PPPs that question their claims of creating
an evidence base of efficiency, value for money, and quality must
continue. The resistance by people’s movements and the evidence from
studies of PPPs challenge the assumptions about their efficiency and
utility and show that PPPs are an unreliable means to achieve UHC.
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NOTES
1. Many of the PPPs which proliferated within national health programmes
have been initiated through the development of global programmes like
Global Alliances for Vaccines and Immunisation (GAVI), and GFATM.
Global programmes have therefore encouraged partnerships at the
programme implementation level between the government and NGOs,
individual private providers (PP), and the corporate sector. All these
increased the range of partners and, therefore, complexities of managing
PPPs.
2. http://ehealth.eletsonline.com/2013/06/ensocare-and-wipro-gehealthcare-enter-into-a-public-private-partnership-with-government-ofmaharashtra-to-upgrade-district-hospitals/accessed on January 26, 2016.
3. The draft Policy for PPP in the Health Sector in West Bengal was finalised
in 2006.
4. Capital means a pool of funds whereby the government builds, acquires
or upgrades the physical assets such as property, buildings, technology
or equipment (Klein et al. 2013).
5. www.pppinindia.com accessed on January 25, 2016.
6. Collection centres are units where only the blood/urine or other samples
are collected. They are taken elsewhere for examination.
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Unaccountable Deaths and Damages: An
Analysis of Socio-Legal Implications of
Sterilisation Camp Deaths in Bilaspur,
Chhattisgarh
P.M. Arathi

Background
Bilaspur District of Chhattisgarh hit the news pages when 13 women
died following tubectomy operations in a sterilisation camp. On
November 8, 2014, 83 women underwent sterilisation surgery at the
camp conducted at Takhtpur block in Sakri at Nemi Chand Jain Hospital.
On November 10, camps were organised in Gaurella block at three
Primary Health Centre (PHC) sites—Gaurella, Marwahi and Pendra,
where 23, 16 and 15 women were operated respectively (Population
Foundation India (PFI) et al. 2014). According to the information
provided by the officials, after the surgeries, some of the women
experienced burning sensation in the throat, vomiting, pain in abdomen
and breathing problems and they contacted the Mitanin (Community
Health Worker (CHW)) of the locality. These women were admitted to
the District Hospital, Chhattisgarh Institute of Medical Sciences (CIMS)
and Apollo Hospital.
There were several speculations and debates around the causes of
the tragic death of these 13 women. The initial assumption was that the
doctor who conducted the surgeries violated the standard operating
procedures and guidelines prescribed by the Ministry of Health and
Family Welfare (MoHFW). The surgeon conducted 83 sterilisations in
about one and a half hours, whereas the government limit is 30 per day
(Bagchi 2015). Dr. R.K. Gupta, the surgeon at Bilaspur District Hospital,
spent approximately three- four minutes per patient and did not follow
the infection control protocols. He used the same laparoscope for all
women without disinfecting it after each case.
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The second hypothesis was about the quality of medical care
provided in the camps. The camp in Bilaspur was held in an abandoned
hospital with no running water and sterilisation of rusty surgical
equipment was inadequate.
“The dangerous conditions are not uncommon in sterilisation camps
throughout India, claim women’s health activists. They say that such
tubectomy camps are favoured by the Indian government as a way to
operate on many women at one go. They often exceed the prescribed
limit of surgeries in a day, do not adequately sterilise the equipment
used on patients, and do not provide counselling before operations or
afterwards” (Pulla 2014: 1).
The doctors at the Apollo Hospital stated to the fact finding team
that, “a few cases showed raised levels of peritoneal fluid that suggests
septicaemia (a life-threatening bacterial infection), indicating that the
women may have had an infection during or after their operation” (PFI
et al. 2014:6). The doctors who conducted the post-mortem of the first
seven cases of death, at CIMS and district hospital revealed to the fact
finding team that, “there was evidence of peritonitis with fluid in
peritoneal and pleural cavities, and septic foci in the lungs and kidneys,
suggesting sepsis leading septicaemia” (Ibid). There was plenty of
evidence indicating that the surgical staff used the same hand gloves,
injections, syringes, sutures on all 83 women in the private hospital
(Krishnan 2016).
The third proposition was that there was a ‘problem with drugs’,
namely Ciprofloxacin 500 mg, the antibiotic provided in the camps along
with a pain reliever. Four drugs commonly prescribed in all four camps
were Diazepam, Ibuprofen and Ciprofloxacin and Povidone Iodine for
external application. The press statement of the state health department,
soon after the tragedy, claimed that the drugs Ibuprofen and
Ciprofloxacin which were prescribed after the surgery as post-operative
care were laced with rat poison. However, viscera reports from the
Central Forensic Science Laboratory in Ramanathapur, Hyderabad and
from the Central Drugs Laboratory, Kolkata, and State Forensic Science
Laboratory in Raipur later, dismissed this argument of adulterated
drugs. The tests conducted for the quality of the drugs were limited to
only two drugs out of the fifteen prescribed in the sterilisation process,
the rest did not go through a quality check (Ibid.).
The identification of these different causes of deaths that happened
in Bilaspur gives a fragmented picture restricted to bio-medical aspects.
The combination of social realities and the shifts in economic and health
policies might give us a more comprehensive understanding. The recent
works on this issue interrogating, mapping and challenging the
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experiences of women who had undergone mass sterilisation helps in
that direction. Our endeavour is to understand the social, political,
economic and legal contexts which enabled the brutal legal and ethical
violations in the camps, to analyse how the legal interventions and policy
enforcements become skewed in the domain of accessibility, availability
and quality of healthcare service delivery provisions, and to explain
how the coercive population policies in India along with the unmet
demand for reducing family size tend to create a level of callousness
that resulted in deaths in sterilisation camps in Bilaspur.
The first part of the chapter traces the transition in the agrarian
economy and land holding patterns and its corresponding changes in
the fertility patterns. The second part marks the shifts in population
policies and changes in the approaches in India’s Family Planning
Programme (FPP). The third critically examines the legal and ethical
standards and safeguards prescribed nationally and internationally and
its limitations in the specific context of India by reviewing a couple of
case laws. Finally, it is argued that the rampant privatisation and
commodification of healthcare services in the name of Universal Health
Coverage (UHC) is not the answer to the questions and challenges
emerging out of the Bilaspur sterilisation tragedy.
Economic Transition and Fertility Changes in India
Changes in the agrarian sector in the last two decades, through
neoliberal policies, have led to an acute yet unnoticed deprivation in
rural India. This deprivation rooted in the growth-led developmental
ideology has impacted the agrarian sector severely, reducing the size
of cultivable land, migration to urban location and has influenced the
fertility choices of married women. The different components of power
structure and their confluence (intersectional dynamics) influence the
participation of women in the decision-making process regarding the
number of children. Therefore, it varies from region to region. The factfinding team report shows that the discussion with the peripheral level
staff—Auxiliary Nurse Midwife (ANM), Mitanin and Anganwadi
Worker (AWW)— revealed that “women had no say in choosing their
family size, contraceptive use, spacing of children, etc” (PFI et al. 2014:
12). Hence, the role of women in the decision-making process is unbound
neither from the history nor from the context or social identity. National
Family Health Survey (NFHS)-3 indicates that among the sterilised
women, 8 per cent were less than 20 years old, 38 per cent were between
20-24 years of age and 35 per cent were between 25-29 years of age.
Three rounds of NFHS show a steady decline in the median age of
sterilisation for women1. The Annual Health Survey (AHS) 2010-11
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report of Chhattisgarh reports 43 per cent of women with two children
in Bilaspur wanting no more children (37.9 for rural and 54.7 for urban).
In Bilaspur, family planning practices of women— 15-49 of age—
showed that 37.9 per cent currently used female sterilisation (36.8 per
cent in rural and 40.2 per cent in urban), and use of male sterilisation
was only 0.5 per cent of total sterilisations. This report further showed
that the unmet need for limiting family size was 15 per cent and for
spacing 16.8 per cent (GoI n.d.). This clearly shows that there is a shift
in people’s receptiveness and acceptability of fertility control measures
over time. In the decisions of rural women to reduce their family size,
one of the measures to address is their poverty. The ‘unmet need’ for
reducing the family size is the major concern of family planning
programme in India, however it does not really consider addressing
the availability, accessibility, affordability and quality of the services.
The reasonable expectation of the people from the state is to get quality
services at an affordable price, which is not being addressed adequately.
The availability of contraceptives is limited and method of spacing
became expensive due to private provision in India. Male/rich/upper
caste-centric policies which are seemingly gender responsive and casteneutral are dominant and, the camp approach for family planning is
only one such policy. Institutional and structural failures and restricted
demands for their resurrection contribute to the weakening of social
justice mechanisms and legal capacity to resist expansion of deprivation
and disparities. This has created a situation of skewed choice for rural
poor women who have little option but to seek the only available method
of population control, female sterilisation, and that too provided in the
mass sterilisation camps often violating all the national and international
prescribed standards.
The standards prescribed by the Government of India, such as
Standard Operating Procedures for Sterilisation in Camps; Guidelines
for Laparoscopic Sterilisation Procedure; Guidelines for Camp Services
for Sterilisation and the Quality Assurance Manual were violated
blatantly in Bilaspur (PFI et al. 2014). If the protocols set by the
government were to be followed, a camp of 83 service seekers would
need three teams2. The camp on November 8 at Nemi Chand Jain private
hospital had violated all these protocols. The participation of private
and public sector workers in conducting the camp shows the poor
functioning of public private partnerships. In this model of PPP the
infrastructure and some members of the healthcare delivery team
belonged to the private provider and the rest of the responsibility was
with the public institutions. The fact finding report indicates that the
camp at the private hospital had “only four medical officers including
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two MBBS doctors and two Registered Medical Assistants responsible
for general screening of the women and selection for the sterilisation
procedure; two staff nurses (from PHC Amsena and Takhatpur) to assist
in the operation theatre; two ANMs (one each from PHC-Amsena and
nearby Sub Centre) to give pre-medication and inject local anaesthesia
outside the OT; two dressers from PHC to stitch the wounds after
procedure; two ward boys from two PHCs to bring cases outside OT,
position them on the OT table and shift them after the procedure. A
number of ANMs and Mitanins from the field were also present at the
hospital as motivators. The Laparoscopic surgeon came with one
assistant” (PFI et al. 2014: 7).
The public sector is by far the most commonly used source for both
female and male sterilisation (84-85 per cent). A further sub-division of
the public sector shows, 51 per cent of the female sterilisations were
done in government municipal hospitals; 18 per cent in Community
Health Centres (CHCs), rural hospitals and PHCs, and 12 per cent in
camps (GoI 2007: 138). In contrast, the private medical sector acts as
sources for spacing methods. Utilisation of public sector for female
sterilisation in Chhattisgarh is 93.3 per cent (Ibid.).
Slightly more than three-quarters of sterilised women got their
sterilisation free of cost, and 5 per cent said they did not know the cost.
For the remaining women who reported the cost, the median cost was
INR 1,996. Only 1 in 10 women who used the public medical facility for
their sterilisation had to pay for the operation, and even if they did, the
median cost was only INR 500. Ninety-two per cent of women who
used the private medical sector source (including an NGO or trust
hospital/clinic) had to pay for the sterilisation, and the median cost
was INR 2,995 (GoI 2007: 142).
Factors that contribute to preventable maternal deaths remain
strongly embedded: anaemia, early marriage, generally poor nutritional
status of women and their overall discrimination (Qadeer 2010). Another
major contributing factor for maternal deaths has been health service
delivery system-systemic rupture of public health system,
unaccountable private sector and its rampant activity to meet the
coercive population policies through state subsidised insurances.
The Census of India 2011 recorded 2.55 crores of population in
Chhattisgarh, 49.4 per cent of which was Below the Poverty Line (BPL)
and a large proportion was tribal. About 56.2 per cent of married women
had anaemia3, Infant Mortality Rate (IMR) was 48 (113/1000 for teenage
mothers) 4. Chhattisgarh falls under one of the highest Maternal
Mortality Ration (MMR) reported states (269 in 2007-09 and the Twelfth
Plan aimed to reduce it to 122.395)5. The practice of child marriage was
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common and reports showed that 45.2 per cent of women of the age
group 20-24 were married before 186. The unmet need for contraception
was reported to be 20.9 per cent, whereas married women using
sterilisation was 41.3 percent7. Most of the women who died in the camp
belong to the socially marginalised communities8 and were economically
backward. The state has a wide network of Mitanins but the lack of
support from the infrastructure has made them ineffective.
Though the programme on paper envisaged full support of a
strengthened primary care infrastructure, the latter was neither
strengthened nor did it give importance to patients referred by the
Mitanins. She was seen as technically and socially inferior and was
treated more as an adjunct rather than a representative of the
community. Thus the Mitanins were used for just one targeted
programme—the reproductive health programme (Som 2014). In
Bilaspur also the Mitanins acted as the facilitators between healthcare
delivery system and women and the district health authorities used
Mitanins to reach out to women and get them to the camps.
The skewed resources and infrastructure in the public health
delivery system is one of the strong factors that made the situation
worse. The state lacks 1246 nurses, 293 pharmacists, 460 laboratory
technicians at the PHC and CHC. The reported scarcity of doctors is
302 at the (PHC), 45 general and 525 specialist doctors (131 obstetricians
and gynaecologists, 130 paediatricians) at the CHC. “Chhattisgarh’s
ill-equipped public health system coupled with the state’s relentless
pursuit of family planning targets creates an environment where deaths
became inevitable” (Human Rights Law Network (HRLN) 2014: 7). The
camp method for sterilising women, where quality of care is deeply
compromised and ethical and legal provisions violated, itself is a
reflection of systemic rupture of the public healthcare delivery system.
Rather than addressing the question of how to improve public health
systems to meet the requirements of the people, policy level
interventions through PPPs and insurance schemes, open the door for
profit making private providers and create lethal situations like the one
at Bilaspur.
Family Planning Programmes: Yesterday and Today
Population policies in India have witnessed different trajectories,
namely, voluntary, coercive and targeted. In this section, we discuss
these trajectories and see how women become ‘targets’ and continue to
be the targets in recent policy statements. This section shows how the
dominance of Malthusian ideology in conceptualising, perceiving and
drafting these policies persisted in India and stood as an iconic
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representation of anti-women and anti-poor strategies. FPP is one of
the oldest components of the healthcare system in India and continued
to be the focus of planning over the last five decades.
However, it has remained primarily a programme of controlling
numbers rather than focused on reproductive and human rights that
India had affirmed at the International Conference on Population and
Development (ICPD) in 1994 and in its National Population Policy
(NPP), 2000 (PFI et al. 2014: 3). Though as policy, both these documents
speak about dispensing with targets and incentives in FPP, in practice,
it still continues despite major tragedies in the past (Hartmann and
Rao 2015).
The global propaganda of ‘population explosion’ and the shift in
the national concerns of policy makers to ‘population stabilisation’ as a
national priority, has resulted in the promotion of permanent methods
like sterilisation surgeries, which constitute 72 per cent of the total
contraceptive use in India (MoHFW 2010). In India it is women who
predominantly bear the burden of family planning, and the proportion
of tubal ligation in the total annual sterilisation was 71 per cent at the
peak of implementation of the family planning programme in the early
1980s and it has increased to 98 per cent in 2013 (MoHFW 2013). The
Chhattisgarh government alone had planned for 1,50,000 female
sterilisations in 2014 while vasectomies were only 8,000 (Pulla 2014).
The fact finding report acknowledged the state level variations
within FPP but pointed out that it,
...remains a target and incentive driven and not a demand driven
programme. The demand for sterilisation services exists, but it is essentially
a false demand as there are neither other long term suitable options
available on a regular basis nor is there adequate access to information
and counselling on all aspects related to sterilisation. (PFI et.al. 2014: 4)

Re-emergence of Malthusianism
After several decades of an outright Malthusian approach, ICPD became
a watershed where an integrated, non-targeted and welfare-oriented
approach was put forward and India apparently agreed to it. In actual
practice however, notions like choice of method, focus on Reproductive
Child Health (RCH), emergency contraceptives and treatment of sterility
were primarily tackled through techno-centric approaches, by bringing
in more dangerous and invasive contraceptives. As the Health Sector
Reforms (HSR) became pervasive and infrastructure contracted with
casualisation of paramedical workers and shrinking of primary care,
the camps returned on the agenda and the focus on laparotomy
intensified. Ultimately, the understanding that, “Family planning is
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critical for our nation’s economic development, and is a big first step
towards growth, equality and sustainable development that opens the
door to opportunity and prosperity for women and families
everywhere” (Nadda 2016), re-established itself. The data produced by
the NFHS-3 and AHS clearly contradicts this understanding as it shows
the declining fertility rates and increasing unmet need for contraceptives
does not correspond to the anticipated economic development (Sarojini
et al. 2015).
Union Health Minister Nadda (2016) emphasises the importance of
public- private partnership as “we will also work closely through private
sector engagement, using approaches such as social marketing and
franchising to help us to consistently build strong public-private
partnerships to ensure that our interventions reach everyone.” The
withdrawal of the state from being a provider of service to the facilitator
of market, adversely impacts the quality of services in the public sector
service provisioning. In the financial year of 2013-14, the expenditure
on FPP was INR 396.97 crores9 and the amount spent for female
sterilisation constituted 85 per cent of the total FPP expenditure. The
quality of service, defined as choice of method, dignity and comfort,
privacy and confidentiality, safety procedure, follow up and referral
services as well as space for feedback, ranges from low to very poor
quality (PFI et al. 2014). Chapter II of the draft National Health Bill
describes the obligation of government in relation to health. Section
3(a) mentions budgetary allocation that should be, “Appropriate and
adequate budgetary measures, as per globally accepted norms, to satisfy,
the obligation and rights set out herein, throughout ensuring
transparency and equity in the allocation, planning and rational
allocation and distribution of resources for health and related issues
and concerns” (MoHFW 2009: 13), but does not prescribe any minimum
percentage of the Gross Domestic Product (GDP) as mandatory
investment in the health sector allocation. Unless the “appropriate and
adequate” allocation of the budget is clearly defined in terms of
proportion of GDP, there will be no commitment to the objectives
expressed. As a result, the obligation of the government towards health
remains but is barely met. This shows a heightened emphasis on female
sterilisation without adequate safety and security of methods.
The statement of the health minister almost condones the state for
coercive population policies as he believes that the camps in Bilaspur
were driven by ‘demand’ rather than for meeting targets (Nadda 2016).
Though the Population Policy of India has officially adopted ‘target
free approach’, the medical practitioners and officers continued to
receive targets and incentives for ‘good performance’ (Das and
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Contractor 2014). Given the healthcare delivery system we have, the
targets and quality never go together. The sterilisation camp experiences
of different parts of the country affirm this.10
The ambitious goals of family planning policies and counting
numbers, not people and their lives, pushes coercion of women and
compromises on quality. India’s commitment to family planning 2020
is based on the argument that, to provide contraceptive service to 48
million couples there is no other way for the policy makers but to
continue with crude camp approaches, and targets more and more
vulnerable women (Das and Contractor 2014).
Legal Articulation of Rights in the Indian Context
In the face of increasing pressures of a neo-Malthusian approach, the
urgency of a protective and progressive legal framework deepens. This
section focuses on the analysis of international and national legal
instruments applicable in India and critically demonstrates how they
fail to capture the lived realities in rural India. We focus on four key
issues: definitions of coercion, reproductive choices and accountability
of providers, and use of camps. The international standards prescribed
by the World Health Organisation (WHO) and other legal instruments
which ensure right to health discuss ‘forced sterilisation’ in the context
of coercive population policies. Erdman (2015) draws attention to lived
experience, as a category to understand institutional, culture and
structural injustice. This could be a possibility for inquiry in the case of
sterilisation camp deaths and damages in the Indian context. The
discourse on reproductive choices ignores these aspects of violations
happening on an everyday basis in countries like India.
The definition of ‘force’ and ‘coerciveness’ involved in the female
sterilisation deviates from the standardised legal articulation of rights
and becomes complex in the specific context of rural India. The
beneficiary is the focus of coercion which operates from two sides. Selfcoercion of the service seekers originates from desperation due to limited
access to service and a pressure to limit family size due to poverty (for
lower class and caste), and aspiration to live a ‘modern middle class’
life influenced by the commoditisation (for lower and upper middle
class). On the other side, the health policy makers and the administrators
function within the larger framework that is ideologically underlined
by Malthusianism/neo-Malthusianism. Malthusianism links economic
growth and sustainable development with numbers in the country. This
has led to intensified thrust for population control and emphasis on
family planning. Since the private sector is disinterested in these services
given their low profitability, family planning falls primarily in the
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domain of public sector health services often operating in partnership
with small private providers. Public services are being undermined
through unbridled privatisation, commercialisation of public health
service in the name of public-private partnerships for UHC. When
denied access to quality services their only recourse is to accept
sterilisation camps.
Just as the link between coercion and oppressive population policies
is rooted in the denial of services to the poor, the felt need for birth
control among rural poor women in India cannot be analysed within
the reproductive choice framework of the WHO (WHO 2014). The choice
framework emerged in the Western context where choice is a function
of support systems for maternal and child care, other social welfare
measures and a better social environment for women to make choices.
However in the given situation for the majority of women in India (both
rural and urban), the ‘choice’ comes mostly out of necessity and
desperation. Here, the affordable birth control measures mostly are
permanent contraceptive methods, generally female sterilisation.
This context calls for first developing some legal safeguards which
incorporate rights to equality and protection from social and material
discrimination as an essential prerequisite for any demand for freedom
of choice. International legal instruments which India has signed are
equally considered as law of the land under Article 253 of the
Constitution of India. Implementation of many of these international
legal instruments11 could have prevented the avoidable deaths in the
sterilisation camps, either through setting the standard protocols for
treatments or through making the state accountable and liable for the
medical negligence committed in these cases. The camp approach to
sterilisation continues in developing countries no matter what
agreements are made in international platforms by the nation state.
India is a concrete example for this. It is clear that accepting a camp
approach inevitably leads to violations of medical ethics other than
undermining the ethics of public health. The diminishing state
investment in the social welfare sector including public health and the
introduction of market rationality in the social sector resulted in
inhumane treatment of the poor, lower caste, rural women in the
sterilisation camps of Bilaspur. The accountability and legal regulation
of the private sector is a mirage in pro- market statehood. Hence, their
partnership does not necessarily contribute to efficiency but often
damages more than it helps. Though the Parliament of India has passed
the Clinical Establishment (Registration and Regulation) Act 2010, which
governs the regulation of all healthcare institutions including the private
providers, it still remains on paper.
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The Working Draft of the National Health Bill (version January 2009)
states that the Union of India has the mandate to legislate on matters
related to population stabilisation and family planning (MoHFW2009:
8). This piece of law is still in the Bill format and is waiting to get passed
in Parliament.
Legal Battles in India
Struggles for health justice in developing countries historically relied
on judiciary through litigation, both in the form of public interest
litigation as well as complaints filed by individuals based on their
personal grievances. The history of public interest litigation in India
marks an attempt to reframe health-related entitlements as legally
enforceable claims. The individual or personal grievances were mostly
around medical negligence or violation of consumer rights of patients
seeking service (middle class initiatives for entitlements). Judicialisation
(approaching judiciary to get relief under a law or implementation of
it) of medical negligence often interprets and visualises these as
pragmatic rights (recognised but not acted upon) and not as justiciable
in many of the legal fights. Structural and hierarchical discrimination
also reflect in the healthcare delivery system, many people who live on
the periphery of society are fatally affected. Here, it is important to
establish the linkages between right to life and right not to be
discriminated against in health rights litigation. It demands an inclusive
approach in the legal paradigm, which incorporates, individual
entitlements to healthcare, re-writing intellectual property rights rules,
changes in policies related to social determinants of health, influence in
the health priority setting forces and drive for more budgetary
allocations (Yamin 2014).
Judicialisation of health rights cannot be seen or analysed in abstract
but has to be done in specific socio-political and legal contexts. In India,
this judicial process can be observed as court acts on immediately
enforceable minimum core content; judging the reasonableness of
government actions; granting silent sanctions to corporate hospitals and
pro-corporate government actions (Baxi 1985: 132). Yamin (2014) argues
that the blatant violation of human dignity in healthcare settings
continue to occur across all development levels, despite well established
standards. Equity in health is a complex and multivalent topic, especially
in a multilayered stratified society. This makes questions on
discrimination much more complex to negotiate litigation which alone
cannot be the end or beginning, or the end of struggle for justice and
rights in health.
Civil society efforts with the judicial system in India on the quality
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of care in sterilisation camps (Ramakant Rai vs Union of India 2005)
resulted in the Supreme Court directing the Government of India to
frame guidelines for quality of care for these services. Almost a decade
later, the Court had to be approached again as the ground situation had
not changed (Devika Biswas vs. Union of India 2012)12. Here, the petitioner
sought a declaration that sterilisation camp surgeries conducted in
unhygienic and unethical conditions violated fundamental rights
guaranteed under Articles 14, 15 and 21 of the Constitution. The court
observed in this case that there is an order from the Rajasthan
government which proved that Accredited Social Health Activists
(ASHAs) are trained to promote sterilisation without consideration of
other forms of contraception and use a target-based coercive approach.
In a mass sterilisation camp in Ratangarh, Rajasthan, the team of
surgeons exceeded the limits imposed by the National Guidelines (50
sterilisations per day) and operated on 95 women and 10 men. This case
clearly showed, how every single guideline was violated, like, women
were forced to lie on the floor to recover because there were not enough
beds for all the patients. Ration dealers (Public Distributive System) were
given targets of two sterilisations per person which clearly violates the
international and national norms and standards prescribed by the
authorities. The court ordered compensation to the affected families.
Despite the government’s claim of a ‘target free- approach’ in family
planning, Bilaspur sterilisation deaths exposes the persistence of the
reality of camps. The Supreme Court of India has again extended the
previous order to the Bilaspur case. Families were paid compensation as
directed by its 2005 order.
The Court also directed the state of Chhattisgarh to file an affidavit
indicating the steps that have been taken to ameliorate the conditions of the
persons who faced recent tragedy in sterilization camps in Bilaspur where
a large number of persons are said to have died; the order said. The court
further sought details on the action that has been taken against the doctors
involved and what steps have been taken to educate the people in the state
of Chhattisgarh with regard to sterilization (HRLN 2015: 9).

However a report shows that the compensations are not dispersed after
completion of almost one and a half years (Krishna 2016).
In a previous case, Ramakant Rai vs. Union of India, the Supreme
Court of India observed that,
A Family Planning Indemnity Scheme sometime in the year 2013 which
provides inter alia for compensation in the event of death following
sterilization, within 8-30 days from the date of discharge from the hospital,
failure of sterilization, cost of treatment in hospital up to 60 days arising
out of complication following sterilization operation and indemnity per
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doctor/health facilities. According to the counsel for the petitioner, the
Indemnity Scheme has not been implemented in as much as it is not very
clear whether the Central Government has released the funds under the
aforesaid Scheme and whether the State Governments/Union Territories
have passed on the funds to the deserving persons (HRLN 2015: 10 )

The Indian legal system follows the British system of law, due to the
political and administrative experience of colonisation. The criminal
justice system still follows the colonial law of the Indian Penal Code,
1860. However, the kind of legal principles followed by the British
Courts in medical negligence did not get evoked in any of the judicial
debates in the above mentioned cases. The British system follows the
notion of the tort of negligence when a patient had been injured due to
the mistake by the doctor or by the system of healthcare service delivery.
To establish this principle of tort of negligence in the classical notion of
law there should be three conditions: the patient must be owed by a
‘duty of care’ by the doctor; there should be a breach of duty by the
doctor (doctor’s conduct must be below the standard of care prescribed
by the law); and finally the breach of duty should cause harm to the
patient.
In the case of the Bilaspur sterilisation deaths, the causation between
the deaths and damage and breach of duty of the doctor and the
healthcare delivery system is well-established with ample evidences.
However, it did not become a legal question. By allowing meagre
compensation to the relatives of the women who died, the administrative
system tried to avoid the legal process of tort of medical negligence. It
is always hard to prove a medical negligence case in the Indian judicial
system, as it needs the approval of experts from the medical field to
prove the breach of duty. The common practice is that none of the
doctors will produce expert evidence against their fraternity. What then
could define justice in the Bilaspur case? Can justice be ensured only by
punishing the doctor/s? Can justice be delivered by granting meagre
compensation? What was the logic behind fixing the amount for
compensation? How is the value of life of women who died owing to
lack of state accountability being measured? Are there any legal
mechanisms which guarantee the distribution of compensation without
further delay? How can one assure the quality of drugs and liability of
drug manufacturers towards the consumers be established? These legal
questions remain unaddressed in the context of the retreat of the welfare
state during economic liberalisation. In fact the shift from being a
provider of service to a facilitator of the market does not absolve the
state of this responsibility. Yet, it ignores its responsibility towards
developing guidelines and regulating the providers. This inability is a
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feature of the UHC model propagated by the Indian state which instead
of providing solutions actually adds to the problem. The families of the
women who died in the Bilaspur tragedy were given compensation
but no responsibility was fixed.
Is India’s UHC Model a Solution?
UHC is considered as a magic medicine for the healthcare needs of low
and middle income countries. This section mulls over the concept of
UHC and argues that the ambiguities in the prevailing model within
the Indian context reflects the state’s commitment to growth-oriented
development and an intentional sabotage of health rights of the people.
The West, which has nurtured the concept of UHC, began with social
solidarity acquired through welfare measures by the state. In that
context, the UHC model emerged under the pressure of demand for
medical care and pressures of the private providers for autonomy under
the rising expectations of the populations which had acquired a certain
level of economic prosperity. These countries ultimately developed
mixed models of medical care provided by public and private sectors.
The former were strong partners ensuring basic care to all with market
options for specialised care. The services were supported through state
finances and well regulated (Qadeer 2013).
Unlike in the West, in the context of India, the income disparities
are too high, and there are various forms of discriminations based on
caste-gender, religion and ethnicity, with deep historical roots. The lives
of the people in the country remained divided and are of poor quality
for a significant proportion. The existence of rural and urban differences
in terms of infrastructure development and access to healthcare services
has made the situation much more intricate to imagine a healthcare
delivery system. The need was for both, welfare and medical care.
However, UHC in India focuses on involving the private sector for
coverage, protection from financial catastrophe, and basic medical care
(without economic and social welfare). In India, PPPs, insurance, state
health assurance schemes and the medical market have become pivotal.
This model transforms health into a commodity and a service that
responds to demands. Given the vast majority that need but are not
able to demand services, their needs are to be met by the state through
state-led insurances/assurance in partnership with the private sector.
This only adds to the conversion of the state not only into a steward but
also a client of the private sector. The shift of subsidies away from the
health infrastructure leads to paucity of infrastructure and absence of
regular services. This prepares the grounds for such camps and the
callous treatment of poor women (Qadeer and Ghosh 2016).
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These schemes are distorting whatever little/poor public
infrastructure there is, as well as provisioning of services, and Bilaspur
is not an isolated example. We have to articulate our demands for health
rights beyond the demand for free medical services, to ensure state
accountability, to ensure justice to women of Bilaspur and such like
situations., Accessibility of services that are non- discriminative will be
inadequate without an assurance of quality of service. The struggle for
an equitable and just health system has to be part of the larger resistances
for comprehensive rights and entitlements.
NOTES
1. From NFHS-1(26.6) to NFHS-2 (25.7) to NFHS-3(25.5) (GOI 2007: 134).
2. Each team would have three staff in the operating room—one
laparoscopic surgeon; one Operation Theatre Assistant and one nurse.
In addition, the local PHC will have two doctors (including one lady
woman medical officer) four staff nurses, one ANM and two attendants
would be required (PFI et al. 2014: 7)
3. Report of District Level Household Survey 2007-2008.
4. The data on MMR and IMR is from Sample Registration System(SRS)
Bulletin, 2011.
5. https://data.gov.in/resources/state-wise-targets-infant-mortality-ratematernal-mortality-rate-and-anaemia-12th-plan/download accessed on
June 8, 2016.
6. Report of District Level Household Survey 2007-2008.
7. Ibid.
8. Two are from Scheduled Tribes, 4 from Scheduled Castes, 6 from Other
Backward Castes and one is unknown. See: Human Rights Law
Network(HRLN) Report, http://www.hrln.org/hrln/reproductiverights/reports/1661-fact-finding-report-on-sterilization-access-tocontraceptive-information-and-services-and-womens-health-in-bilaspurdistrict-chhattisgarh-14-18-november-2014.html
9. This calculation is based on NRHM and RCH expenditure of all states
for the year 2013-14, see: Report of PFI et al. 2014:.4.
10. The experience from Malda, West Bengal in 2013 and Kaparfora Bihar,
2012 show the blatant breach of medical standards and ethics.”100 Women
Kept in Open Field After Undergoing Surgery in Malda District.” Times
of India. February 7. Accessed June 18, 2014. http://timesofindia.india
times.com/city/kolkota/100-women-kept-in-open-field-undergoijngsurgery-in-Malda-distict/articlesshow/18380887.cms
11. Article 25 of the Universal Declaration of Human Rights: Article 12 of
the International Covenant on Economic, Social and Cultural Rights;
Article 12 of the Convention on the Elimination of All Forms of
Discrimination Against Women; Declaration of Alma—Ata, 1978;
Programme for Action of the International Conference on Population
and Development, Cairo, 1994; Platform for Action for the Fourth World
Women’s Conference, Beijing, 1995; and International Heath Regulation,
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58th World Health Assembly, 2005.
12. Writ Petition(s) (Civil) No(s). 95/2.
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Universal Healthcare and Universalising
Health Insurance: Examining the Binary
Through the RSBY/MSBY in Chhattisgarh
Rajib Dasgupta, Sulakshana Nandi, Kanica Kanungo, Madhurima
Nundy, Ganapathy Murugan, Samir Garg, Dipa Sinha, Sangeeta
Sahu and Reeti Mahobe

Introduction
The Rashtriya Swasthya Bima Yojana (RSBY) is a state-funded health
insurance scheme in India, targeted at families living Below Poverty
Line (BPL). Operationalised in 2007–08 it is designed as an innovative
and pro-poor scheme for providing equitable healthcare and cushioning
from catastrophic health expenditure, it has created considerable interest
among both public health scholars and practitioners. The scheme
provides coverage for a family of up to five members with a cap per
year of INR 30,000 ($ 600). It provides standardised packages for surgical
procedures as well as reimbursements for hospital admissions for
medical causes. The state invites bids from private or public insurance
companies (licensed by the Insurance Regulatory Development
Authority (IRDA) for providing the insurance cover. Enrolment and
annual renewal of cards is the responsibility of Third Party
Administrator (TPA)1, selected by the insurance company.
Other state-supported insurance schemes have been in operation
for several years and provide insights on issues of enrolment,
empanelment of hospitals, utilisation and cost of hospitalisation, Out
of Pocket Expenditure (OOPE), insurance premium, adequacy and
appropriateness of the packages, issues in access, and systems of
monitoring, transparency and grievance redressal. Many of those had
limited effectiveness due to poor policy design, lack of clear
accountability, lack of sustained efforts in implementation, weak
monitoring and evaluation, unclear roles and responsibilities of
stakeholders, and poor awareness among beneficiaries (Das and Leino

Universal Healthcare and Universalising Health Insurance 229
2011; Mahal and Fan 2011; Nundy et al. 2013; Rajasekhar et al. 2011).
There has been a growing tendency to pass off health insurance as
Health for All. As the Jan Swasthya Abhiyan (JSA) (2012) argues, this
has a ‘critical implication for both the diminishing meaning of health
for all and the role and responsibility of the government in ensuring
that it is truly achieved (Ibid.) A recent article claimed that by extending
health insurance coverage through RSBY to the entire state, Chhattisgarh
would attain ‘Health Cover for All’ from 2012.
This chapter illustrates some key issues through two studies from
Chhattisgarh, socio-economically one of the weakest among the states
of the Indian union, with a high proportion of tribal population. The
first study is unique in being a qualitative study (most studies focus on
beneficiary experiences, both quantitative and qualitative) undertaken
to gain an understanding of the provider perspectives in order to focus
on design issues that have relevance for both policy and practice. The
second study makes use of the state offering a ‘natural experiment’
scenario in this context. In addition to RSBY, the state government
launched the Mukhyamantri Swasthya Bima Yojana (MSBY) in 2012
for the non-BPL families with identical provisions as the RSBY, thereby
universalising health insurance coverage. This Universal Health
Insurance Scheme (UHIS) is being promoted as the strategy to attain
Universal Health Coverage (UHC) in Chhattisgarh. Private and public
hospitals have been empanelled for providing services under both RSBY
and MSBY.
Provider Perspectives
We present key findings of the qualitative study that focused on
provider perspectives and design-related issues. We sampled three
districts in Chhattisgarh from among those in the second phase of RSBY
implementation and included empanelled private-for-profit (small 10–
20-bedded nursing homes and multi-specialty corporate hospitals),
public (medical college, district and sub-district hospitals) and not-forprofit (low-cost and Christian missionary) institutions; state level
administrators were also interviewed (Dasgupta et al. 2013). The study
sought to capture opinions, motivations, behaviours and attitudes of
key stakeholders within their organisational and socio-cultural matrix.
The unique feature of this study was identifying design-related issues
that could affect treatment procedures and implementation of the
universal insurance scheme. Open-ended semi-structured in-depth
interviews (with pre-defined topic guides) were conducted with a range
of providers. Detailed notes were taken by research team members and
analysed to assess similarities and differences in perceptions across
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stakeholders. We did not find differences in observations between the
districts. Tables 9.1 and 9.2 detail the institutional and respondent
profiles.
Table 9.1: Typology and Numbers of Institutions
Units

Numbers

Districts
Private Hospitals
● Super Specialty
● Nursing Homes
Public Hospitals
● Medical Colleges
● District Hospitals
● Community Health Centre
● Primary Health Centres
● Not-for-Profit Hospitals
● Mission Hospitals
● Trust Hospital

3 [Raipur, Dhamtari and Balod]
9
2
7
5
1
1
2
1
4
3
1

Table 9.2: Respondents’ Profile
Units
Doctors-cum-RSBY in-charges [hospitals]
Doctors
Hospital Managers
Medical College Officials
Block Level Officials
RSBY Data Entry Operators
District Level Officials
State Level Officials

Numbers
9
8
5
1
6
10
6
3

We present our thematic findings below. Issues of enrolment,
settlement and related technological glitches are cross-cutting issues.
A unique feature of this study is the documentation of contrasting
experiences of public (government) hospitals, for profit (private—both
individual owned as well as corporate) and not for profit (mostly but
not exclusively missionary) hospitals.
Technology
The internet-based technology involves swiping the beneficiary card
and doubly verifying the thumb impression with a scanner. Some rural
areas of the study districts lack reliable internet connectivity; there are
options for offline operations though, a provision hardly being used. It
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was often not possible to swipe the card within 24 hours of admission
or discharge. This along with the lack of training to the implementers
was leading to rejection of claims. Another critical limitation that
emerged was the inability to swipe the card more than once in 24 hours;
this would be a necessity for changing the category, for example (and
fairly commonly) from normal delivery to the caesarean section and,
referral to a higher-level institution. Some of these drawbacks have been
resolved in the subsequent years.
Annual renewal of cards was consistently reported as affecting the
providers as much as the beneficiaries. The software at the institutions
needs to be changed with the change of TPA. Following the change of
the TPA from E MediTek in 2010-11 to MedSave in 2011-12, three out of
four Primary Health Centres (PHCs) in Raipur district did not have the
software updated and was unable to treat RSBY patients till the first
few months of 2012. State level administrators considered enrolment
of beneficiaries through TPAs as a conflict of interest as the insurance
company—for whom the lesser usage of insurance translates into more
profits—contracts the TPA both for enrolment and for processing the
claims.
This was corroborated by two studies undertaken in Chhattisgarh
during 2011–12 on enrolment and coverage in tribal and remote areas.
The studies found that no enrolment was done in remote and
inaccessible villages (Nandi S. et al. 2012a&b).Enrolment was low (32
per cent) among the Particularly Vulnerable Tribal Groups (PVTGs).
Settlement of Claims
Settlement was irregular except for the claims at the medical college
(located at the state capital, Raipur). The TPA in 2012 was unanimously
reported to be more responsive than the previous one, notwithstanding
the delays. Private hospitals were of the view that at least some
reimbursements kept coming in. Delays were reported to be up to six
months to two years. About 10–15 per cent of the settlements were
rejected. The bigger private institutions explained that the claims were
resolved when a detailed explanation was provided. The reason most
cited for rejection was that the number of days of stay exceeded that
given in the package. Ten per cent tax was deducted at source as per
standard government regulations. Not-for-profit institutions claimed
that they were exempted from this tax; this was a provision not being
implemented. There was no functioning grievance redressal system.
The providers met once a month with the officials of the State Nodal
Agency (SNA) to discuss these issues; there was unanimity in their
opinions that much of their problems remained unresolved.
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For-Profit (Private) Hospitals

Small nursing homes, typically owned by specialist husband-wife
partnerships have made the most of the scheme. Patients with chronic
conditions, complications or requiring prolonged and costly treatment
were mostly referred to government institutions. Patient volumes have
increased considerably in these hospitals and incomes have gone up.
Most institutions reported up to 50-70 per cent occupancy on account
of RSBY patients. The corporate hospitals reported only 5 to 10 per cent
of occupancy on account of RSBY smart card holders. They were also
empanelled with other public and private insurance companies; and in
addition had a large clientele who paid out-of-pocket.
As the institutions were not accredited for specific services,
institutions/doctors could pick and choose conditions that have
profitable package rates. Doctors reported treating mostly simple/
uncomplicated conditions. Thus, most of the hospitals were providing
an extremely narrow and selective band of services. Gynaecologists
preferred hysterectomy that offered a reasonable margin but not
caesarean section. In ophthalmology, it was cataract that was being
performed more than any other procedure.
Packages were unanimously reported to be priced considerably
lower than those charged to the paying patients. The packages did not
cover for treatment of complicated ailments which often entail multiple
conditions that the packages did not account for. High end procedures,
onco-surgeries and complicated orthopaedic surgeries for example, were
few and far between as packages were reported to be too low. In order
to limit RSBY patients several institutions reported earmarking a fixed
number of beds. One super-specialty hospital, treating patients from
different districts of the state, reported difficulty in reimbursement in
cases of patients from districts with other TPAs.
Public Hospitals

Across levels (primary-secondary-tertiary), about 80–90 per cent of the
claims were for medical conditions. Surgical conditions/procedures
formed a minuscule proportion of the claims, except in the medical
college where a multitude of conditions were being treated; the most
frequent ones included cancer chemotherapy and animal bites. Minor
surgeries (such as incision/drainage of abscesses), closed reduction of
fractures and tubectomies were commonly being performed under this
scheme.
There were no packages for specific medical conditions; they were
claimed at the rate of INR 750 per day of hospitalisation. Within this
limit, it was not possible to provide for conditions that require long-
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drawn hospitalisation and cost-intensive treatment such as snake bite,
poisoning (commonly, organo-phosphorus poisoning) and burns.
Conditions such as psychiatric illnesses and suicidal attempts were not
covered. Cases of animal bites were often admitted for anti-rabies
vaccination.
Analysis of samples of claims (for different seasons) revealed that
common conditions such as diarrhoea and respiratory infections formed
about half the admissions. The other half consisted of conditions such
as anaemia and weakness (innovatively billed as ‘weakness and
hypocalcaemia’). Patients were typically admitted for three to five days,
investigated (for anaemia and other chronic conditions, say blood sugar)
and provided a stock of medicines such as haematinics and antidiabetics. An analysis of costs of treatment (using Standard Treatment
Guidelines of the state and current prices of generic medicines available
through outlets run in government hospitals) revealed that cost of
medicines for treating common morbidities such as diarrhoea, malaria,
respiratory infections and viral fevers was about INR 100, whereas
hospitals were admitting patients for up to five days and charging INR
3,750.
Twenty-five per cent of the package cost was earmarked for
incentives to all categories of personnel (in public institutions) including
administrative staff; no institution reported disbursing it. State level
administrators explained that the purpose of the incentive was to
prevent patients being diverted to private facilities by the hospital staff.
The administrator at one of the public hospitals said that there has not
been any significant increase in revenue being earned by them due to
RSBY. This is also because some of the funds earlier given for
maintenance have been withdrawn after RSBY was introduced.
Not-for-Profit Hospitals

These institutions provided a natural ‘control’, located somewhere in
the middle of the spectrum of experience of private and public
institutions. The three sampled hospitals had bed strengths ranging
from 75 to 200. The larger of these institutions performed a fair range of
services including general surgeries, orthopaedic procedures and
chemotherapy. Many of the RSBY packages were priced higher than
their rates. The pattern was opposite in the smaller 75-bedded mission
hospitals. They reported incurring losses if they had to hire a surgeon
or gynaecologist not on their staff; this phenomenon was also reported
by smaller for-profit nursing homes. These bigger institutions reported
a sizeable increase in the number of patients. One of the mission
hospitals had a separate RSBY medicine counter to keep accounts of
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the costs incurred. While not compromising on the quality of services,
certain cost-cutting measures were commonly resorted to; for example,
cheaper silk sutures were used rather than the absorbable.
Beneficiary Perspectives
The second study was conducted in the slums of Raipur, the capital
and largest city of Chhattisgarh (Nandi et al. 2016). Chhattisgarh ranks
second amongst all Indian states in terms of proportion of slum
population in urban areas (31.9 per cent) and Raipur ranks sixth among
cities with the highest slum population (nearly 40 per cent) (CRISIL
2014). There are 282 slums listed in Raipur city with more than 80,000
households. Under the National Urban Health Mission (NUHM) there
has been introduction of urban Mitanins (Community Health Workers),
Swasthya Suvidha Kendras (SSKs) led by Auxiliary Nurse Midwives
(ANMs) and an increase in the number of Urban PHCs. Free transport
service for general emergencies (108) and for pregnancy-related
emergencies (102) are also operational. Various government
programmes and schemes related to reproductive health (for example,
the Janani Suraksha Yojana (JSY) and the Janani Shishu Suraksha
Karyakram (JSSK)) and national disease control programmes are also
operational. At about the same time, the MSBY was introduced to make
the state-supported insurance scheme available for people Above the
Poverty Line (APL).
Private and public hospitals have been empanelled for providing
services under both RSBY and MSBY. The total number of families
enrolled under RSBY and MSBY in the state, in 2011, were 2.14 million
and 1.67 million (“Chhattisgarh Sasan” n.d)respectively. Enrolment was
57 per cent in Raipur district; data was not available for Raipur city
separately. Raipur had the highest number (136) of empanelled facilities
of the total empanelled hospitals (628) in Chhattisgarh, 56 per cent of
these were in the private sector. Significantly, 93 per cent of the
empanelled facilities in Raipur city were in the private sector.
As per available data (“District-wise Claims” n.d.), private facilities
had made 62 per cent of the total number of claims in 2011, amounting
to an average claim amount of INR 7,532. On the other hand, public
facilities made an average claim amount of INR 4,443. Private facilities
in Raipur district accounted for 80 per cent of the claims with an average
claim amount of INR 7,291 and the average claim amount by public
facilities was INR 4,662. Significantly, 72 per cent of the rejected claims
in the district were from the public sector.
This quantitative study was undertaken to understand the extent
to which women in slums of the urban areas of Chhattisgarh were able
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to access the intended benefits of UHIS for hospitalisation care in public
and private health facilities. The specific objectives were:
● Assess coverage of women under UHIS in terms of enrolment,
medical conditions and utilisation.
● Assess the extent to which cashless treatment was available
under UHIS and to examine OOPE incurred.
● Compare differences between the public and private health
facilities in the above aspects
The sample constituted of people who had been hospitalised in the last
six months prior to the study in 2012. In order to select the sample, 50
(urban) Mitanins (community health workers) were selected through
simple random sampling out of 1,010 Mitanins in Raipur city. The
sampled Mitanins were asked about all hospitalisations in the last six
months in the respective populations that they served and a line list
was drawn up. The surveyors interviewed all the listed cases. In
addition, surveyors also used the snowball technique to expand the
sample size.
Under the Mukhyamantri Sheheri Swasthya Karyakram, one
Mitanin covers approximately 500 slum population. It was expected
that as the rate of hospitalisation/population as per the National Sample
Survey (NSS) 60th round was 2.4 per cent in 365 days, i.e. 1.2 per cent
in six months, the slum population covered by 50 Mitanins (i.e. 25,000)
would provide at least 300 respondents. The number of families finally
sampled was 323. The total number of patients that emerged was 367
(284 females and 83 males) and all of them were included. This chapter
documents the experience of women patients. In the current analysis,
data of two women patients were removed as they had accessed health
facilities outside the state.
A structured interview schedule was used that had three parts.
Part A listed the number of family members and documented which
member was enrolled under RSBY/MSBY and how many times each
member was hospitalised in the last six months. This was done to recheck information provided by Mitanins.
Part B documented the profile of the family, and, experience of
enrolment in RSBY/MSBY and renewal of the insurance smart cards.
The profile included components like entitlement under PDS, type of
housing, fuel, source of drinking water, availability of electricity and
toilet.
Part C documented specific events and experiences of hospitalisation
in the last six months.
Women comprised the largest proportion of beneficiaries; the
relevant findings are summarised below.
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Demographic and Socio-Economic Characteristics of the Female Patients

The highest proportion of female patients belonged to the Other
Backward Castes (OBC) (65 per cent), followed by Scheduled Castes
(SC) (17 per cent), General Category (13 per cent) and Scheduled Tribes
(ST) (4 per cent).The highest percentage (85 per cent) of the female
patients was in the age group of 18 to 45 years. Eight per cent were
below 18 years of age while 7 per cent of the women were above 45
years of age.
The main sources of income for the families of the women patients
were labour (47 per cent); followed by service (30 per cent) generally in
the informal sector; and, small business/self-employment (19 per cent).
More than half (56 per cent) the families of the women patients were
entitled to receiving highly subsidised grain, while 19 per cent did not
have a ration card.
This profile corresponds well to the profile of slum population
surveyed in the urban baseline survey on health by the State Health
Resource Centre, Chhattisgarh (SHRC 2013) and the census data, thus
confirming a fair degree of representativeness.
Enrolment

Among 323 sampled families 66 per cent of the family members were
enrolled. There was no gender differential in the overall enrolment. A
slightly higher percentage of women (68 per cent) were enrolled than
men (65 per cent). Disaggregated by age, more boys (81 per cent) in the
6–18 years age group were enrolled than girls (74 per cent). A slightly
higher percentage of men (90 per cent) were enrolled than women (88
per cent) in the age group over 45 years.
In a sample of 282 women patients chosen from among the 323
families; 57 per cent reported that their families were enrolled.
Disaggregated by social categories, enrolment patterns conformed to
the expected social gradient: highest among General Category (63 per
cent) followed by SC (57 per cent) and OBC (57 per cent). The lowest
enrolment was reported among ST (44 per cent).
Of the families who were enrolled, enrolment under RSBY (42 per
cent) and MSBY (43 per cent) was nearly the same; 15 per cent of the
beneficiaries could not specify the scheme in which they were enrolled.
They were included in the enrolled category and data analysed as they
were able to answer all the other questions related to enrolment and
benefits.
Reasons for non-enrolment were reported to be: not having
information regarding the enrolment drive (35 per cent); name missing
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from the list (16 per cent); certain family members being not available
at the time of enrolment drive (13 per cent); unaware of the scheme (10
per cent). Eight per cent reported not receiving the card despite
enrolment. Other reasons included being refused enrolment, not having
an identity card and not interested in enrolling.
Among the enrolled families, 57 per cent had enrolled in 2013 for
the first time while 24 per cent had first enrolled in 2011. Of the families
who had enrolled in 2013, 69 per cent were MSBY card holders while
17 per cent were RSBY card holders and the rest were not aware of the
type of card. Significantly, of the 65 families enrolled before 2013, only
46 per cent had renewed their cards in 2013. Fifty-seven per cent of
those enrolled received the insurance smart card on the day of enrolment
(the norm), 31 per cent received between 1 to 5 days and another 8 per
cent by 15 days. INR 30 was charged for enrolment; 97 per cent reported
paying the stipulated amount. It was stipulated that the list of
empanelled hospitals had to be given along with the smart card; only 5
per cent reported receiving it.
Hospitalisation
Conditions for Which Women were Hospitalised

Seventy-eight per cent of women were hospitalised for obstetrics and
gynaecological conditions, including 72 per cent for delivery. Among
men, respiratory conditions and water/food-borne diseases (including
jaundice and typhoid) were the most common conditions for
hospitalisation. Of the total number of hospitalisations for nongynaecological conditions, women constituted 43 per cent while men
constituted 57 per cent. Table 9.3 details the profile of conditions for
which female and male respondents were hospitalised.
In the aggregate, 57 per cent of women accessed the public sector
for the conditions reported, 37 per cent the private sector and 5 per cent
accessed both. A higher proportion of women whose families were not
enrolled went to the public sector for all conditions. The women accessed
the public sector more for pregnancy (63 per cent) and other
gynaecological conditions (76 per cent); the trend was opposite for nongynaecological conditions, 55 per cent accessed the private sector.
A total of 325 visits were made by 282 women during the recall
period. 234 (72 per cent) visits were to a facility empanelled under UHIS.
While most of the public facilities visited were empanelled (90 per cent),
only half of the private facilities used were UHIS empanelled (47 per
cent).
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Table 9.3: Profile of Conditions for which Female and Male
Respondents were Hospitalised
Female Female Male Male Total Total
(n) (per cent) (n) (per cent) (n) (per cent)
A. Pregnancy-related
Delivery
Miscarriage/ANC
B. Other gynaecological
Uterine problems
Tubectomy
C. Non-gynaecological
Accident
Respiratory diseases
Weakness/anaemia/malnutrition
Cancer
Cataract
Diarrhoea and vomiting
Fever/malaria/dengue
Fracture
Heart-related
Gastroenteritis
Mental illnesses
Paralysis/nerve/brain related
Sickle cell disease
TB
Jaundice/typhoid
Leprosy
Appendicitis/Appendectomy
Burn
Hernia
Hydrocele
Kidney Problem
Pancreatitis
Others

205
202
3
17
3
14
62
1
5
5
3
5
7
3
6
3
1
0
1
3
1
5
1
1
2
0
0
3
0
6

72
71
1
6
1
5
22
0
2
2
1
2
2
1
2
1
0
0
0
1
0
2
0
0
1
0
0
1
0
2

83
2
10
3
0
6
5
3
4
5
6
1
6
1
4
10
0
2
0
2
2
1
1
9

Total (A+B+C)

284

100

83

100
2
12
4
0
7
6
4
5
6
7
1
7
1
5
12
0
2
0
2
2
1
1
11

205
202
3
17
3
14
145
3
15
8
3
11
12
6
10
8
7
1
7
4
5
15
1
3
2
2
2
4
1
15

56
55
1
5
1
4
40
1
4
2
1
3
3
2
3
2
2
0
2
1
1
4
0
1
1
1
1
1
0
4

100

367

100

The main reasons for selection of the facility included: familiarity
with the facility (38 per cent), suggestion or referral by someone (46 per
cent) and proximity to place of residence (6 per cent). More than half
the women (58 per cent) went to the public sector because somebody
had suggested to them to go there or referred them. Fifty per cent of the
women going to the private sector reported that they usually accessed
that particular facility. ‘Choice’ of a provider, one of the hallmarks of
the insurance schemes seemed to be a determinant for only 8 per cent
of women going to the public facility and for 5 per cent of women going
to the private facility.
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A higher proportion of visits were made to empanelled public
facilities than to private facilities. While 58 per cent of the visits to private
facilities were to an empanelled one, 42 per cent of the visits were to a
non-empanelled facility (Table 9.4). Out of 325 visits, empanelment
status for 12 facilities could not be determined.
Table 9.4: Choice of Empanelled versus
Non-Empanelled Facilities
Enrolment status

Enrolled
Not enrolled

Public
EmpaNon-empanelled
nelled
97
89

Empanelled

3
11

Private
Non-empanelled

58
33

Combined
Empa- Non-empanelled
nelled

42
67

78
70

22
30

Utilisation of the UHIS
About a fifth (21 per cent) of the sampled beneficiaries were able to use
the insurance card at least once for treatment during the recall period.
Only about a third (36 per cent) of the women, who had insurance cards
(161), used it for treatment. Forty-one per cent of the men who had
insurance cards (51) used it for treatment at least once during this period.
For women, the card was least used for pregnancy-related conditions
(33 per cent) and most for non-gynaecological conditions (44 per cent)
(Table 9.5). In terms of visits to facilities, 18 per cent (59 women) of the
total 325 visits to facilities involved usage of insurance cards.
Table 9.5: Utilisation of Cards in Public and Private Sectors*
Conditions

Public
Private
Went to both
Combined
Card
Card
Card
Card
Card
Card
Card
Card
used not used used at
not
used at not used used at not used
atleast
by
least
used
least by card- least
by
once by
card
once by by card once by holder once by
card
cardholder holder cardholder holder cardholder
cardholder holder

Pregnancy-related 23
Other gynaeocological
0
Non-gynaecological 35

77

48

52

33

67

33

67

100
65

100
48

0
52

0
50

0
50

25
44

75
56

Total

76

49

51

43

57

36

64

24

* Numbers of women patients

On disaggregating the data into utilisation of public and private
providers, the usage of cards was found to be higher for the private
sector (49 percent) for all conditions when compared to the public sector
(24 per cent), (Table 9.5).
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Fifty per cent of those who underwent hospitalisation were not
enrolled for either scheme and therefore could not use the card. This is
significant as this is a ‘universal’ insurance scheme and receives
considerable commitment and support from the state. Sixteen per cent
women accessing the public sector reported that the hospital did not
ask for the card and another 13 per cent reported that the card was not
renewed. The principal reason for non-utilisation of the card for those
accessing private institutions was that the hospital was not empanelled.
In 7 per cent of cases, the patient was not enrolled as part of her family’s
card. In 2 per cent of cases in public facilities and in per cent of the cases
in private facilities, the hospital refused to treat under the insurance
scheme; the reasons were not shared with the patient and the family
(Table 9.6).
Table 9.6: Reasons for Non-utilisation of the
RSBY/MSBY Cards
Reason for Not Using Card

Public (%) Private (%) Combined (%)

No smart card
Hospital staff did not ask for smart card
Card was not renewed
Services under RSBY/MSBY card not
provided there
Patient not registered under smart card
Hospital authority refused to treat under
RSBY/MSBY smart card
Others
Don’t Know

55
16
13

42
7
6

50
12
10

0
7

22
7

9
7

2
6
0

7
7
4

4
6
1

Total

100

100

100

Out of the total number of visits to empanelled facilities (234), 61
per cent had cards; nearly two-thirds to public facilities. Of these
cardholders who went to an empanelled facility, only 41 per cent could
use the card for treatment. The usage was least for gynaecological
conditions and the highest for non-gynaecological conditions. Card
usage in empanelled private facilities (71 per cent) was higher than in
empanelled public facilities (25 per cent). The reasons for non-utilisation
of cards in empanelled facilities were that either the card was not
renewed, or the hospital did not ask for the card. The latter was more
so in the case of public facilities.
Nearly two-thirds of the women with cards were not aware of the
toll free number for complaints and grievance redressal; only one
woman had filed a complaint.
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OOPE
Ninety-six per cent (271 women) of the women reported incurring out
OOPE. The average OOPE was INR 9,947. More than half of the OOPE
(52 per cent) was on account of fees charged by the facility. Expenditure
incurred on medicines contributed to 18 per cent and investigation and
tests contributed to 15 per cent of the expenditure.
Of the women who incurred OOPE, 90 per cent had to spend on
transportation, followed by medicines (76 per cent). Nearly half of the
women reported paying money to the doctor/nurse and pay for fees
charged by the hospital.
Disaggregating by clinical conditions, the highest expenditure was
incurred for heart related conditions (INR 1,22,800), followed by cancer
(INR 52,828, appendectomy (INR 52,980), fracture (INR 44,000) and
kidney conditions (INR 40,780) (Table 9.7).
Table 9.7: Average OOPE for Different Clinical Conditions
Clinical Condition
Pregnancy related
Respiratory diseases
Weakness/anaemia/malnutrition
Cancer
Cataract surgery
Delivery
Diarrhoea and vomiting
Fever/malaria/dengue
Fracture
Heart related
Sickle cell disease
Jaundice/typhoid
Burns
Kidney problem
Uterus problem
Tubectomy
Total

Average OOPE

n

10,352
26,794
9,770
52,828
8,810
6,646
3,936
5,467
44,000
1,22,800
15,433
1,898
22650
40,780
4,235
480

3
5
5
3
5
200
7
3
6
3
3
5
2
3
3
14

9,947

282

When average OOPE is calculated for the total number of visits
made (n=325) to a facility it works out to an average INR 8,624 per
visit. The average OOPE for women in the private facility was more
than six times higher than in the public facility.
Women incurred OOPE despite using the RSBY/MSBY card for
treatment. The average OOPE incurred was much higher for women
who have used the card in private facilities (INR 10,733) than in public
facilities (INR 2,518).
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More than one-third of the women (37 per cent) borrowed money
in order to pay for treatment. Sixty-one per cent used their savings.
Four women had to sell jewellery or some other valuable items while
three women had to mortgage valuables in order to pay for treatment.
Childbirth
The single most important cause for hospitalisation of women was
childbirth; 200 deliveries were reported from among 282 women users.
About 145 were normal deliveries, while 55 women (28 per cent) had
caesarean section (C-section). Sixty-three per cent accessed public
facilities for childbirth, principally the District Hospital and Medical
College in Raipur. Forty-two per cent of women accessing private
facilities had C-section compared to 19 per cent in public facilities. Cards
were used in 17 per cent of the cases; 28 per cent in the private sector
and 10 per cent in the public sector. The utilisation of insurance was
higher for C-section than for normal deliveries, with a higher proportion
in private facilities (32 per cent) than in public ones (21 per cent). Of the
cardholders accessing empanelled facilities 73 per cent used it in private
empanelled facilities and 23 per cent in public facilities.
The average amount booked under insurance for normal deliveries
in private hospitals was more than twice the amount booked for the
same in the public sector (INR 7,607 versus INR 3,775). However, for
C-section, the average amount booked in the public sector was slightly
higher than the average amount booked in the private sector (INR 13,333
versus INR 12,388).
Current Concerns
Chhattisgarh provides universal health insurance through the RSBY
and MSBY schemes. While the RSBY coverage is restricted to BPL
families, MSBY seeks to make the scheme universal. The introduction
of the MSBY in 2013 increased the insurance coverage. However the
study found 43 per cent of the urban slum population in Raipur city
continued to lack coverage, though enrolment was not very different
for men and women as well as for different social groups.
While awareness of the schemes is high, many were unable to enrol
due to problems in the enrolment process such as lack of information
regarding enrolment date, name not being listed for enrolment,
enrolment not being possible without certain family members and not
being given the insurance smart card on the same day of enrolment (as
is the norm). Similar findings have emerged from other studies (CTRD
2012; Das and Leino 2011; Grover and Palacios 2011; Rajsekhar et al.
2011).
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We found that while most of the accessed public facilities were
empanelled (90 per cent), only half of the private facilities used were
UHIS empanelled (47 per cent). In our study, of the enrolled women
who visited private facilities, 58 per cent visited empanelled facilities
while 42 per cent visited non-empanelled facilities. Of the 5 per cent
beneficiaries who did receive a list of the empanelled hospitals, half of
the women went to private empanelled facilities, but that too because
they usually visited that particular hospital. This implies that the patients
may not be convinced about the utility or efficacy of UHIS and therefore
other considerations carry more weight.
The main objective of the UHIS is to protect beneficiaries from
catastrophic health expenditure. It is therefore restricted to medical care.
We found that despite the limited roll out of UHIS, women were
continuing to incur very high expenditure for hospitalisation, an average
of INR 9,947. Only 4 per cent of women did not incur OOPE. Nearly all
had to spend money on transportation, two-thirds had to spend on
medicines and nearly half had to pay money to health personnel and
pay fees charged by the facility. Various schemes have been introduced
in recent years for the promotion of institutional deliveries such as JSY
(for providing monetary incentives), JSSK (for providing free services
during pregnancy, delivery and post-natal period) and 108 and 102 for
emergency transport and referral. Under UHIS too, there are packages
for Ante Natal Care (ANC) and deliveries (normal and C-section).
Despite this myriad of schemes and entitlements, we found that women
incurred high OOPE in both public and private facilities, with an average
of INR 6,240 per visit for delivery. Only 2 per cent of visits did not
entail OOPE. Studies on JSY and JSSK have found that women continue
to incur high OOPE for delivering in public facilities (Bonu et al. 2009;
NHSRC 2011; SHRC 2013; Tripathi et al. 2014).
Such high expenditure can be catastrophic for the poor with more
than one-third (37 per cent) of the respondents reporting that they had
to borrow money in order to pay for the hospitalisation expenses. Other
studies on publicly funded insurance schemes have also found that
people have to incur expenses in spite of using insurance (CTRD 2012;
Grover and Palacios 2011; Nandi et al. 2012; Rajasekhar et al. 2011).
Moreover, the emerging evidence on irrational procedures and
prolonged hospitalisation for normal procedures, as stated by the
provider, indicates a distorted rationality in order to get more state
funds through claims, including the threat of an artificial increase in
healthcare costs.
Global evidence on the efficacy of these schemes on financial risk
protection and health outcomes is far from encouraging. There is
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adequate evidence that health insurance schemes for the informal sector
in low and middle income countries suffer from several drawbacks:
low uptake, and, no strong evidence of impact on utilisation, financial
protection or health status (Acharya et al. 2013). Undeniably, few
insurance schemes provide protection for high level of OOPE, but this
impact is weaker on the poor. Our study on experiences of utilisation
of the RSBY/MSBY in the context of urban poor women is no departure
from this trend. Universal insurance is clearly no guarantor of universal
access and not a reliable route to universal healthcare.
NOTES
1. TPA is the agency employed by the insurance company to undertake
enrolment and to process the claims by the empanelled hospitals. The
change was on account of the contract of the previous firm coming to an
end and another firm appointed in the next year.
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Aarogyasri Scheme in Andhra Pradesh,
India: Some Critical Reflections
Sunita Reddy and Immaculate Mary

Introduction
Universal Health Coverage (UHC) is currently being debated all over
the world and the ruling Bharatiya Janata Party (BJP) government in
India has now brought in the idea of health assurance. Only three
countries have achieved UHC so far and a few others are almost reaching
that goal. In 2012 China achieved 96 per cent coverage with three
insurance schemes successfully introduced. Thailand, Mexico and
Turkey are almost there. Even India’s neighbouring countries, like Sri
Lanka, Bangladesh and Nepal, which are economically poor, are
performing better in health. India committed itself to UHC under the
Twelfth Five Year plan (Government of India (GoI) 2013), and the
National Health Mission(NHM) is resorting to multiple health insurance
schemes, like Rashtriya Swasthya BimaYojana (RSBY), Aarogyasri,
Yeshaswi Scheme, etc. However, these schemes are fragmented and
piecemeal as the budgetary allocation on health in India is far too low.
India is one of the few countries that have public health spending
of less than one per cent of Gross Domestic Product (GDP), resulting in
three quarters of the expense being met by Out-of-Pocket Expenditure
(OOPE) spending by individual households. The National Commission
on Macroeconomics and Health, in 2005, had pointed out that 3.3 per
cent of India’s population was getting impoverished every year on
account of health distress (GoI 2005: 3). India’s meagre health budget is
a cause of, and complicates the existing health inequities, poor quality
and high costs. The Government of India has made a commitment to
increase public spending on health, which includes water, sanitation
and other public health facilities from less than one per cent to 2.5 per
cent of the GDP during the next five years (GoI 2013). Financial
protection against medical expenditure is far from universal in coverage
with only 10 per cent of the population having medical insurance. Low
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level of public financing led to 71 per cent of all spending on health as
OOPE causing huge economic burden on households. The government
now advocates implementing health-financing mechanisms that will
protect the citizens from financially catastrophic effects of illness
(Ministry of Health and Family Welfare (MoHFW) 2006).
To achieve universal health coverage, India is adopting both the
tax-based regime and also social health insurance. The health insurance
programme started with Employees’ State Insurance Scheme (ESIS) in
1952 and Central Government Health Scheme (CGHS) in 1954, for
unorganised worker population and central government employees
respectively. Both these insurance schemes were meant for patients to
be treated in public hospitals. Post-structural adjustment reforms, states
started buying private healthcare services for the CGHS. Post-2007,
several health insurance schemes were started: the RSBY by the Central
Ministry of Labour, the Rajiv Gandhi Aarogyasri Scheme by the Andhra
Pradesh government, the Vajapayee Aarogyasri and Yeshaswini
Cooperative Farmers’ Healthcare by the Karnataka government and
the Kalaignar Insurance Scheme by the Tamil Nadu government. The
RSBY is a national effort largely for secondary level care of common
diseases, covering about 3 million people. Whereas, the state social
health insurance schemes cover only high end, low frequency diseases
and catastrophic illness at tertiary level care and surgical care. The
primary and secondary care of general illnesses are not covered by these
social insurance schemes.
This chapter presents a case study of the Aarogyasri health insurance
scheme also called ‘RACHI’ (Rajiv Gandhi Aarogyasri Community
Health Insurance), launched in 2007 by the state government of Andhra
Pradesh. It traces the evolution and motive behind the implementation
of the RACHI scheme in 23 districts in Andhra Pradesh prior to the
division of the state. The chapter probes the role of key players at
different levels: public sector and private sector. It is based on secondary
literature available from the Aarogyasri websites, published government
reports, newspaper articles and refers to relevant case study reports of
the schemes. The chapter analyses how public subsidies flow towards
the private sector. It was found that the Aarogyasri scheme is skewed
towards the tertiary private care with limited coverage and is run solely
on the state subsidies, which is unsustainable. The treatment of the
surgeries can be alternatively used to strengthen the public health
system, which is more comprehensive in nature and also sustainable.
Is Public Private Partnership in Healthcare Desirable?
Under health sector reforms, one strategy has to collaborate with the
private sector through Public Private Partnership (PPP).There are
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various definitions for partnerships in health. According to the World
Health Organisation (WHO) it means to bring together a set of actors
for the common goal of improving the health of a population, based on
the mutually agreed roles and principles (WHO 1999). Core elements
of a viable partnership are identified as: beneficence (joint gains),
autonomy (of each partner), joint-ness (shared decision-making and
accountability) and equity (fair returns in proportion to investment and
effort) (Venkatraman 2014). The powerful political forces unleashed by
the Structural Adjustment Programme (SAP) and Health Sector Reforms
(HSR) (Pollock et al. 2001; Sen 2001) commodify services. Using the
biomedical view of health it promotes technology-based strategies and
the resultant expansion of health markets. For the private sector,
profitability is the bottom line, ignoring equity and rationality. Bennet
et al. (1994) identified five main problems associated with private-forprofit provision of health services. They are related to the use of
illegitimate or unethical means to maximise profit, with little concern
towards public health goals, lack of interest in sharing clinical
information, creating brain drain among public sector health staff and
lack of regulatory control over their practices. These concerns caution
us against ill-defined partnerships.
Growth of Private Sector
The private health sector in India has grown remarkably over the years.
There has been a substantial increase in the number of hospitals under
the private sector during the 1990s (Hooda 2015; Baru 1999). Health
services in India have been tilted towards the private sector from the
very beginning. However, from the 1980s onwards the trend has been
towards establishing a large tertiary sector, multi-specialty and super
specialty hospitals. They were started initially by professionals who,
after having worked in the USA or UK, realised the potential of
‘healthcare’ as an industry with profitable margins. The success of this
experiment was followed by scores of businessmen investing in the
health sector. These big hospitals have been set up with huge public
investments and subsidies by the state in the forms of tax exemptions,
land subsidies, buying back services like CGHS and other insurances
paying to the private sector for their services (Qadeer and Reddy 2006).
Other important issues relate to ‘domestic or internal brain drain’, where
the doctors trained in government colleges and the mid-career reputed
doctors, wooed by the corporate hospitals to serve in their hospitals
with huge pay packets, found the offers hard to resist (Reddy and
Qadeer 2010). Thus, it is another way of passing public subsidy to the
private sector.
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Having promoted the overwhelming presence of the private sector
in health, various state governments have been exploring the option of
involving the private sector in order to meet the growing healthcare
needs of the population. At the central level, the Tenth Five Year Plan
(2002-2007) first formalised the need for private sector participation for
the healthcare delivery system. At the same time, various state
governments have been experimenting with partnerships with the
private sector to treat the poor. The Tenth Plan document (GoI 2002)
recognised that private super-specialty tertiary/secondary care hospitals
should be given land, water, electricity, etc. at concessional rates and
permission for duty free import of equipment with the understanding
that they will provide 25 per cent in-patient and 40 per cent out-patient
services to poor patients free of charge. The experience in this has been
varied and several problems have been reported. In 2000 the Health
and Family Welfare Department of the Government of National Capital
Territory (NCT) of Delhi constituted a 10-member High Level
Committee under the chairpersonship of Justice A.S. Qureshi, to review
the existing free treatment facilities extended by the charitable and other
private hospitals that had been allotted land on concessional terms by
the government. This Committee Report clearly documents the greed,
corruption and mismanagement of private and corporate hospitals in
Delhi, their indifference and resistance to any monitoring and
regulation(Qureshi Committee Report 2001). None of the corporate
hospitals that received land at throwaway prices and tax exemptions
followed the lease conditions put forth by the government.
Health Insurance: Benefits to the Private Sector
Health insurance has been accepted by the state as an important
financing tool for health security of the poor. At the national level, RSBY
was launched. Among the states, the Yeshasvini scheme in Karnataka,
Kudumbasree in Kerala and Aarogyasri in Andhra Pradesh were
launched to extend coverage to workers in the informal sector. However,
most of these schemes are still in the experimental phase (Kumar et al.
2011). Table 10.1 gives a snap shot of all the insurance schemes and
their distribution across public and private network hospitals. Thus,
emerges a clear picture of domination of the private sector, in accruing
the patients and the resources.
A study by Acharya and Ranson (2005) on four community-based
health insurance schemes in Gujarat shows that only a pooling of
resources, as well as regular pre-payment of received small medical
expenses sustains them, otherwise, it is not viable. Thus, these schemes
are sustained only due to some form of external support without which
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Table 10.1: Distribution of Network Hospitals
Scheme

Networked Hospitals (2009-10)
Public
Private

Total

ESIS
CGHS
RSBY
Rajiv Aarogyasri Scheme (AP)
Vajpayee Arogyasri Scheme (KN)
Kalignar (TN)
Yeshasvini (KN)

148 (42%)
0 (0%)
2267 (32%)
97 (29%)
08 (5%)
20 (3%)
29 (6%)

350
401
7190
338
94
663
450

202 (58%)
401 (100%)
4923 (68%)
241 (71%)
86 (95%)
643 (97%)
421 (94%)

Source: Planning Commission of India 2011: 52

they could not have survived on their own. Further, community-based
health insurance covers a very small population so has a limited impact
from a public health point of view. A critical scrutiny of Aarogyasri by
Prasad and Raghavendra (2012) too shows that this scheme is politically
driven while, at the same time, it promotes the interest of tertiary
corporate hospitals. It is pertinent to see how the RACHI scheme fairs
in Andhra Pradesh.
RACHI Scheme
The Government of Andhra Pradesh took several measures to improve
access to healthcare and to cut down OOPE through PPP projects.
Notable PPPs are the Emergency Management and Referral Institute
(EMRI), which implemented 108 Ambulance Service and Health
Management Research Institute (HMRI) which provided round-theclock helpline for medical advice and rural outreach health services.
RACHI scheme is one of the outreach strategies of the Government of
Andhra Pradesh (Mallipedi et al. 2009). It is the flagship scheme for all
health initiatives of the state government with a mission to provide
quality healthcare to the poor. The state government had set up the
Aarogyasri Healthcare Trust under the chairmanship of the Chief
Minister to facilitate the effective implementation of the scheme.
Coverage and Budget
The Aarogyasri scheme aims to ensure healthcare for the BPL population
at the time of critical and catastrophic illness, through health insurance.
Surgeries and therapies are done through an identified network of
healthcare providers under the PPP model. Before setting up of RACHI,
the Chief Minister’s Relief Fund (CMRF) supported the poorest segment
at the time of serious health crises. Part of the funds was utilised for the
hospitalisation, medical assistance as per individual needs and
demands.
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The Aarogyasri scheme covered nearly eight crore BPL population
in 23 districts of Andhra Pradesh (Aarogyasri Healthcare Trust 2011a).
However, an independent study put it to 6.5 crores (Lal 2017). This
scheme provided coverage upto INR 2 lakh per family per year subject
to limits in any of the network hospitals (Babu 2009). The government
earmarked INR 925 crore in the financial year (2009–10), which is almost
25 per cent of the total health budget (Table 10.2). The state government
is the sole funding agency for this health insurance scheme. The
government takes care of the entire premium on behalf of the
beneficiary.
Table 10.2: Budget Allocation for Rajiv Aarogyasri Community
Health Insurance (2007–10)
Budget
Head-Year

Health Insurance
for BPL Families
Aarogyasri
Healthcare Trust
Tribal Plan
SC Plan
Total
Total Health Budget
% of Total Health
Budget Allocation

2007-08
INR
in
thousands

2008-09
(Revised Estimates-INR
in thousands)

2009-10
(Budget
Estimates. INR
in thousands)

Total
(INR
in
thousands)

1406189

0

0

1406189

0
0
0
1406189
25282162

3474000
297000
729000
4500000
31517836

7141000
610500
1498500
9250000
37905004

10615000
907500
2227500
15156189
94705002

6%

14.27%

24.40%

16%

Source: www.budget.ap.gov.in and Government of Andhra Pradesh State Health
Budget Manual (2007-10).

Key Stakeholders in RACHI
The key stakeholders in the RACHI scheme are the state government,
private insurance company (Chennai-based Star Health and Allied
Insurance), Tata Consultancy Services (TCS) for ICT solution
(Aarogyasri Healthcare Trust 2011b). One fifty one government and
275 private sector tertiary hospitals across the state have been involved
in implementing the scheme. The hospitals get empanelled 1 for
providing treatment for Aarogyasri patients based on the fulfilment of
certain criteria2 set by the trust and insurance company and all those
empanelled hospitals, both private and public, are called network
hospitals.
The TCS programme director oversees the IT solution3 and ensures
that all the IT needs of the scheme are being addressed on time. The
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RACHI scheme appointed a key link person, Aarogya Mithra (Health
Coordinator), to connect people and the programme at the grass root
level. The insurance company appointed Aarogya Mithras at all network
hospitals to facilitate admission, treatment and cashless transactions of
patients round the clock. The Aarogya Mithras played a key role.4 The
beneficiaries for the RACHI scheme were identified through the white
ration cards provided as part of the Annapoorna and Anthyodaya Anna
Yojana Scheme for BPL families. It is estimated that about 80 per cent
of the population of the state had BPL ration cards and were considered
eligible to use the benefits provided by the RACHI scheme. The families,
who were covered for specific diseases by other insurance schemes such
as CGHS, ESIS, were not considered eligible for any benefits provided
in the RACHI scheme. The RACHI scheme incorporated the philosophy
of social inclusion in terms of the number of people covered without
age limit as well as covering the pre-existing illness5.
Patients/Beneficiaries were referred from nearby PHC/Area
Hospitals/District Hospital or network hospital. Aarogya Mithras
placed in the hospitals facilitate the process. The beneficiary could also
be referred from health camps conducted by the network hospital in
the villages and get the referral card based on the diagnosis. The Aarogya
Mithras at the network hospital examine the referral card brought by
the beneficiary and also verify the details of the ration card, based on
the diagnosis results, admits the patient. After that they send the
preauthorisation request to the insurance company and the Aarogyasri
Healthcare Trust. Specialists of the insurance company and the trust
examine the preauthorisation request and approve it, if all the conditions
are satisfied. The network hospital extends cashless treatment and
surgery to the beneficiary. Network hospital, after discharge of the
patient, forwards the original bill, discharge summary with signature
of the patient and other relevant documents to the insurance company
for settlement of the claim. The Insurance company scrutinises the bills
and approves the same for sanction. The network hospitals also provide
follow-up services. The entire scheme is cashless for the beneficiary/
patients for 121 procedures, which are pre-identified (Aarogyasri
Healthcare Trust 2011c). The scheme provides insurance for a specific
catastrophic illness6 that can have serious financial repercussions in the
lives of the poor. There are specific diseases that are not covered under
this scheme.77 High-end diseases such as ‘hip and knee replacement,
bone morrow, cardiac and liver transplantation, gamma-knife
procedures in neuro surgery, assisted devices for cardiac failures and
diseases covered by National Programmes viz.,TB, HIV/AIDS, Leprosy,
Infectious diseases, Malaria, Filaria, Gastroenteritis and Jaundice.
Till January 20, 2013, a total of 17 lakh surgeries and therapies were

Aarogyasri Scheme in Andhra Pradesh, India 253
coverediii. The cost of treatment for every medical and surgical procedure
is fixed by the panel of doctors, which has to be uniformly followed by
all the network hospitals that implement the Aarogyasri scheme.
The government played the role of a key regulator. It streamlined
the cost of private care through fixed protocols. The government ensures
the timely reimbursement to the healthcare providers. It is claimed that
through continuous monitoring, accountability of the private healthcare
providers can be ensured.
The programme was designed in such a way that there was
continuous monitoring at the grassroots level through the Self Help
Group (SHG) federation and key district level officials, who carried
out periodic review of the progress of the scheme. The other members
in the trust were also involved in direct monitoring. The internet webbased solution enables common monitoring and evaluation framework
of the RACHI scheme from any part of the state.
Achievements of the RACHI Scheme
The objective of the RACHI scheme was to improve access to healthcare
for the poor. Rao et al. (2012) showed that only 111 beneficiaries per
1,00,000 BPL had used the scheme till the end of 2008. The needs of the
really marginalised like the SCs and STs were less covered compared
to other caste groups. It is important to look at the progress of the
programme in terms of quantitative indicators, (Table 10.3).
Table 10.3: Broad Activities Under the Aarogyasri Scheme
Type of Service Activity
Health Camps
Preauthorisations

Out-patients

In-patients

Patients screened and
registered
Surgeries/Therapies

Amount Preauthorised

Institution

Since April 1, 2007-Till January 20, 2013

Government
Private
Total
Government
Private
Total
Government
Private
Total
Screened
Registered
Government
Private
Total
Government
Private
Total

35718
502944 (28.4%)
1413557 (79.8%)
1916501
527570 (12.6%)
3647371 (87.4%)
4174941
535017 (27.3%)
1427498 (72.7%)
1962515
6579658
6544391
441591 (25%)
1314519 (75%)
1756116
Rs. 1073 Crores (22.7%)
Rs. 3656 Crores (77.3%)
Rs. 4729 Crores

Source:https://www.aarogyasri.org/ASRI/index.jsp accessed January 20, 2013
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The Aarogyasri website iii shows that since inception of the
programme, in April 1 2007, till January 20, 2013, a total 35,718 health
camps were held in villages in 23 districts. A total of 65,79,658 people
had been screened; and of those 41,74,941 were treated as outpatients
and 19,62,515 were treated as inpatients. Till 2013, 14 lakh surgeries
were conducted on the patients. Among them only 4,41,591 underwent
surgeries in government hospitals and 13,145,19 underwent surgeries
in private hospitals. The preauthorised amount was INR 4,729 crore,
with an annual budget of around INR 1000 crore.
As on January 20, 2013, statistical data provided in the Aarogyasri
website showed that 17 lakh patients underwent surgery and therapy.
Numerically, these figures might look attractive. However, if we analyse
the figures to assess the extent of outreach of the care received under
this scheme since its inception, the total number of beneficiaries appears
to be very limited as compared to the overall figure of those insured.
As per the details mentioned in the Programme Implementation Plan
(PIP), the total number of families covered was 1.84 crore. However,
according to the Aarogyasri Trust estimates as on April 5, 2009,
insurance had been provided to 2.03 crore families. If we analyse these
figures, the outreach of the scheme remains very limited. In every phase,
we could see that not more than 5 per cent of the people were screened
and less than one per cent actually got hospitalised and treated for the
diseases for the huge amount paid from public sector to private sector
(Mani 2009).
The RACHI Scheme has been recognised as one of the largest health
social security schemes implemented in India. It is acclaimed by the
Planning Commission and Ministry of Health Government of India and
by the Thirteenth Finance Commission, and has won the Manthan
Award, South Asia 2009 and eIndia award for 2010.3 Yet, it needs a
critical evaluation. The following section does that.
Critical View of the Aarogyasri Scheme
It is important to evaluate schemes to assess their implications,
sustainability and deliverables, especially as it targets the poor and the
marginalised. Ideally under UHC, every citizen should be entitled for
free healthcare. In Andhra Pradesh, 80 per cent of the population has a
white card, though it is called a BPL card meant for the poor. With
limited resources, the question is how far the scheme is sustainable and
who benefits?
Skewed Towards Tertiary Sector
The purpose of the RACHI scheme is to cut down OOPE for the BPL
population and to provide financial protection for catastrophic illness.
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Studies have shown that in social categories like SC and ST in the phase
I, it did not affect OOPE spending as that of non- SC/ST households
(Victoria et al. 2012). Another study too shows that the schemes have
no impact on OOPE expenditure, which is largely determined by
outpatient care and medicines (Selvaraj and Karan 2012).In a survey in
Hyderabad 58 per cent of patients reported having incurred an average
OOPE of INR 3,600 per patient (Planning Commission of India 2011:
36). A very critical issue about the RACHI scheme is that it is skewed
towards tertiary care and for a smaller population at the cost of majority
and focused only on surgeries and certain chronic diseases at the cost
of communicable diseases. It has, undoubtedly, created access for the
rural poor for specialised health services. But there is a clear shift in
focus in terms of setting priorities for providing healthcare for the poor.
The scheme completely prioritises tertiary level super specialty
healthcare that requires surgery and hospitalisation (Table 10.3). It is
important to note that no health insurance scheme focuses on curative
care that is not dependent on over medicalisation and high medical
technology.
Only cardiac, cancer and neurological intervention made up to 65
per cent (Rao et al. 2012) gets attended. Larger epidemiological
healthcare needs are not addressed like mental illnesses and primary
level and secondary level care for all diseases. Spatial distribution of
the services also shows congregation in cities. Out of 353 participating
hospitals, 30 hospitals are located in six cities, which undertake 50 per
cent interventions (Rao et al. 2012).
There are pressing concerns as the primary healthcare delivery
system for the poor in rural areas is neglected and the poor continue to
suffer frequently from infectious illness, malaria fever, gastrointestinal
disorders and anaemia. There is no PPP to cover all kinds of frequent
illnesses afflicting the poor that lead to impoverishment, disability and
premature mortality. Mahapatra (2001) analysed the leading causes of
premature mortality and disability in rural and urban areas in Andhra
Pradesh, and found that the leading causes of overall disease burden
and mortality are lower respiratory infections, diarrhoeal diseases, low
birth weight (malnutrition) tuberculosis, ischaemic heart diseases and
malaria. Among the main causes of disability are accidents due to fall
and fire, depression, epilepsy, schizophrenia and protein energy
malnutrition among children. These are the illnesses, which hamper
the daily life of the poor and have a significant impact on their economic
condition. Many premature deaths and morbidity faced by the
vulnerable sections in the rural areas are merely because of deficient
public primary healthcare and referral system with apparent lack of
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qualified healthcare providers. Hence, the majority of the rural and
urban poor may require basic primary healthcare services and access
to facilities for proper referral services to reduce their disease burden
and financial consequences.
Table 10.4: Category-wise Surgeries/Therapies (January 12, 2012)
Category
Surgical Oncology
Medical Oncology
Radiation Oncology
Cardiac and cardiothoracic surgery
Neurosurgery
Genito-urinary surgeries
Poly trauma
General surgery
Gynaecology and obstetrics surgery
Nephrology
Cardiology
Neurology
Pediatric surgeries
Orthopedic surgery and procedure
Pediatrics
Plastic surgery
ENT surgery
Prosthesis
Surgical gastroenterology
Ophthalmology surgery
Critical care
Gastroenterology
Pulmonology
General medicine
Cochlear implant surgery
Rheumatology
Endocrinology
Dermatology
Infectious diseases
TOTAL

Surgeries/Therapies
27751
126193
66616
129617
73716
98560
1241416
102074
37712
71370
28526
29488
16998
22053
31628
12747
30111
66
6607
12759
4956
5814
5208
2637
706
928
451
423
27
21,87,158

Source: Procedure-wise incidence data accessed from Explore statistics, in the official
website of Aarogyasri Healthcare Trust, Government of Andhra Pradesh
(www.aarogyasri.org)

Aarogyasri only caters to the biggest share of the catastrophic illness
cases (Table 10.4) and there is no provision for out-patient treatment of
everyday illnesses that affect the working capacity of the patient. The
focus on tertiary healthcare to the exclusion of all other forms of medical
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assistance leads to an inefficient medical care model with a low level of
real impact on meeting the needs of healthcare and the health of the
population (Shukla et al. 2011).
State Sponsored Private Health Systems
Table 10.5 shows that the majority of surgeries (77 per cent) are done in
the private sector, taking away 79 per cent resources as compared to
only 22 per cent treated in government with 20 per cent resources.
Table 10.5 : Sector-wise Hospital Distribution of Surgeries/
Therapies (Janauary 12, 2012)
Surgeries/
Therapies
Corporate/Private Hospitals 10,11,514
Government Hospitals
2,94,103
Total

13,05,617

Percentage

Amount
Percent(INR Crores) age

77.47
22.53

2,861
744

79.36
20.63

100

3,605

100

The Director 8, Nizam’s Institute of Medical Sciences (NIMS),
Hyderabad, opined that the public healthcare system was ‘limping’
because of governmental neglect, while the private healthcare industry
was thriving. He cited the soaring number of surgeries conducted in
private hospitals as compared to the government hospitals. He was of
the opinion that the health sector was ‘going through a major crisis in
the state’ due to ‘misplaced priorities of the government’; tertiary
government hospitals like Osmania had been neglected (Special
Correspondent 2008)
The Aarogyasri website as of August 9, 2013, showed district
performances, where in every district except one (Chittoor)
preauthorised amount for treatment in private hospitals was much
higher than that in government hospitals. In Hyderabad it was
maximum in private hospitals, with preauthorisation amount of INR
105,670.85 lakhs, compared to INR 57,103.805 lakhs in government
hospitals. Ranga Reddy district with only private share amounts to INR
40,377.023 lakhs. In the districts of Krishna, Vishakapatnam, Nellore,
Guntur, East Godavari and Karimnagar, therapies in private hospitals
were almost 80 per cent of the share compared to government hospitals.
The only district where government procedures were higher was
Chittoor districtXII. Since April 2007, a whopping INR 3,811 crore went
into the kitty of private hospitals even as the state-run hospitals accrued
a meagre sum of INR 1,142 crore out of the state-run scheme (Baseerat
2013). After spending crores of rupees the claim still is that the current
rates only provided for about 50 per cent of the costs incurred in
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treatment, equipment, medicines, and other necessities and that these
tariffs have to be hiked by 30 per cent.
Under-Utilisation of Public Healthcare System
States ability to expand existing infrastructure shrank since due to new
rules of financing, only specified amount is now refunded. Given the
poor funding in the past, this led to increased financial burden on public
institutions as no additional resources accrued from follow ups. This
led to further decline in the performance of institutions in public sector
and its poor usage. Even bigger government hospitals & sophisticated
infrastructure and specialisation facilities–who could not generage
additional resources by providing low cost surgeries—found it difficult
to maintain theselves or realize their true potential. The cardiology wing
of the Gandhi Hospital (a government hospital) was inaugurated on
October 2008 with a capacity to perform 1,000 surgeries in a year,
between January and May 2009, had performed only 85 surgeries (Singh
2009). In spite of world-class operation theatre facilities, the hospital is
not being able to function to its full capacity for want of the required
pool of specialist doctors to conduct critical surgeries. The situation is
similar at the level of PHCs and CHCs in rural areas and many operation
theatres in government facilities remain underutilised due to lack of
skilled manpower. Correction of these systemic deficiencies is essential
in order to reach large number of the poor in the long term. The private/
corporate healthcare institutions are pushing costs up forcing the
government to assist their strategy to maximise their monetary benefits.
Pressure Tactics and Lobbying
The PPP is not on equal footing; it is always public resources and private
provisioning of services. The private sector is a powerful player, that
influences policy and plays on pressure tactics. 270 hospitals are enrolled
as members in the association like AP Private Hospitals and Nursing
Homes (APNA) and Andhra Pradesh Super Specialties Hospitals
Association (APSSHA). These associations urged the government to
restore the list of 938 procedures under Aarogyasri schemes for all the
network hospitals failing which they would withdraw their services,
as 132 procedures have been reserved only for government hospitals.
Associations form pressure group to bargain and lobby around to restore
all Aarogyasri tests and 30 per cent hike in the tariffs by the government
or else threaten to stop treating the poor under the Aarogyasri. They
also demanded that they were not going to cater to the government
employees at the tariffs provided under the Aarogyasri plan (Restore
All Aarogysri 2013).
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Finally the lobbying and pressure tactics did work and the
government succumbed to APNA and ASHA by increasing the tariff
by 30 per cent in May 2013. The hike will entail an additional expenditure
of about INR 250 crores by the government. At present, the yearly
expenditure on Aarogyasri is about INR 1000 crore (Express News
Service 2013)..This leads to a major question of sustainability of the
scheme, for it will continue to encash from the government public
resources and will be at the whims and fancy of the private hospitals.
The moment funding stops, the free services will cease.
Issues of Sustainability
The major concerns about this social insurance scheme are its cost
effectiveness and sustainability. The mean hospital expenditure of the
private health insurance industry stood roughly at INR 19,637 per
annum. Mean hospital expenditure in Tamil Nadu and CGHS scheme
are at INR 33,720 and INR 25,000 respectively. It is reported that in
publicly funded insurance scheme, where third party payment is made
to private providers, supply side moral hazard appear loaded heavily
in favour of private providers (Planning Commission of India 2011). In
Delhi, Andhra Pradesh and Tamil Nadu over half of all government
health expenditure goes in to the tertiary care showing misguided
priorities of medical professionals and medical-industrial complex
(Planning Commission of India 2011; Qadeer and Reddy 2013).
Health insurance works best when services are available in the
remote corners and poor households can actually exercise choice
(MoHFW 2005). National Family Health Survey (NFHS) 3, records high
levels of BPL card holders in Andhra Pradesh, Karnataka and Kerala.
In Andhra Pradesh, 86 per cent of the population held white cards,
which are the BPL cards. This is an imprecise indicator of poverty
according to them as two-fifths of the BPL cards are with the non-poor
households. This overestimation of BPL families leads to misuse of
White cards by the non-poor (Ram et al. 2009). Ram et al. also report
that 65 per cent of the non-poor in Andhra Pradesh have white cards.
Given this situation, it is very likely that those who can afford treatment
are also covered under RACHI. Under UHC, this may be a welcome
step. However, the concern is its financial sustainability and the neglect
of primary level services. Given the huge expenditure in the private
sector, incurred by the state and the present reality of under-utilisation
of the public sector even when it is functional this model cannot be
called efficient as it drains the state exchequers. In 2011, the state had
21 million households, out of which 19 million had BPL cards (Reddy
2013). From 2014, these cards were being scrutinised and were to be
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attached to the Aadhar Card (an identity card). The former Chief
Minister K. Rosaiah mentioned that the average amount claimed by
the Aarogyasri beneficiaries per day is about 3.5 crores. In the fiscal
year 2010–11, the government allocated INR 925 crores only. As on
January 20, 2013, the total amount claimed from its inception was about
INR 4,729 crores. According to the Aarogyasri scheme CEO, the state
government spent a quarter of the health budget towards the scheme
and wanted to approach the central government for support (GoAP
2009), supporting the funding of Aarogyasri and extend financial
support on 70:30 cost sharing basis on the ground that the burden of
the scheme has put enormous pressure on the state exchequer. However,
the central government turned down the proposal on the advice of the
Planning Commission that recommended against partnering with states
for funding any community health insurance scheme. The Planning
Commission observed that these insurance schemes are turning out to
be a ‘cash cow’ for the corporate hospitals. Even though this scheme
helped poor families to undergo surgeries, the fact is that the private
hospitals were making money through reimbursement by the state
government (Planning Commission of India 2011).
In the project implementation plan of NRHM (2008–09) prepared
by the state government for the central government, the health insurance
premium for BPL families was estimated at INR 279 (GoAP 2008).
However, the premium amount for these families until March 2009 was
INR 330. From April 5, 2009, the premium worked out to be INR 439
per family. There is a likelihood that the premium amount will increase
in the coming years. Since the premium insurance cost is fully borne by
the state government, there is no direct financial burden on the poor.
However, if the prices grow faster than the delivery capacity, the cost
escalation might burden the government, raising concerns about
financial sustainability. It is a huge ‘burden’ on the healthcare system
of Andhra Pradesh (Ghosh 2012) and is cost inefficient and points to
the need for alternative social protection and health promotion
programme (Sood et al. 2014). This is more so in the light of the central
government denying cost sharing to support the state government in
implementing this insurance scheme. This may also affect the
sustainability of the scheme in the long run.
Ethical Issues
Apart from the above-mentioned critical issues, there are concerns about
unethical means of practice in the empanelled private hospitals. In
November 2009, the media highlighted how the health providers, the
private health hospitals, were collecting consultation fees, not providing
medicines and performing unwanted operations like hysterectomies
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for the women (Mallikarjun 2009; Kameswari and Vinjamuri 2011), in
clear violation of the MoU they signed with the Aaogyasri Trust. It was
found that the hospitals discharged the patients who underwent
surgeries earlier than the stipulated time required for recovery. Some
of the hospitals collected deposit amounts prior to the admission and
failed to reimburse the amount, yet collected the bill. Around 22
hospitals were suspended from their service for Aarogyasri patients
for faking medical bills (In Kakinada.com 2009). However, the
government has been keenly tracking and monitoring the network
hospitals and around 116 hospitals, who were indulging in malpractices
or flouted rules, were de-listediii. However, in the cases where the private
hospitals which were blacklisted for malpractices, the associations of
private hospitals, blamed the government for witch-hunting and filing
criminal cases against them. TV9, a news channel in Andhra Pradesh
has been raising questions about unethical practices under the
Aarogyasri scheme through their news channel and Youtube films. The
films online shows the malpractices, unnecessary surgeries like lumbar
surgeries for simple back pain, not providing post-operative care, under
aarogyasri conducted in corporate hospitals. The vigilance report 2010
by TV9 says some hospitals are charging the patients or beds, medicine,
diagnostics and transportation. The media is highlighting that the
doctors are like ‘yamabattulu’ (Gods of death), and that the ‘aarogyasri
is corporate dhanasri’ (God of Laxmi- money), ‘corporate hospitals loot
aarogyasri funds’, ‘aarogyasri has turned in to anarogyasri (illhealth)’
‘aarogyasri is a ‘Kalpavriksham’ (tree of boon) for corporate hospitals.
The whole logic of spending crores of rupees under aarogyasri for
surgeries/tertiary care is also referred to as ‘goranthalabam,
kondanthaavinithi’ meaning ‘for a nail size profit it is mountain size
corruption’.
Discussion
The National Commission on Macroeconomic and Health observed that
increase in health spending, especially if states subsidise and buy from
the private/corporate sector, will not yield commensurate results unless
equal levels of investments are made in the sectors that have a defining
impact on health outcomes. It advocates that poverty alleviation
measures and assurance for regular employment and minimum
threshold of income is a critical prerequisite of health. What is required
is developing an integrated public health system that strengthens the
primary, secondary and tertiary level care with due emphasis on intersectoral linkages: improving nutrition by ensuring food availability (by
strengthening the public distribution system) ensuring safe drinking
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water supply, creating adequate shelter and sanitation facilities, creation
of public transport facilities and road connectivity in interior and remote
areas to improve access for mobility of patients, strengthening primary
education (National Commission on Macroeconomics and Health 2005).
These are the primary social determinants of health that need focus to
improve health and reduce inequalities. Until these needs are addressed
for the large number of poor who are living in rural area, there is no
chance for improving their health and getting them out of poverty.
Under the philosophy of PPP, contrary to the core ethical principles
for the partnerships, beneficence (joint gains), in this case the state is
bearing the whole cost, and equity is defeated, where there are no fair
returns in proportion to investment, instead over-medicalisation and
unnecessary surgeries are being carried out. Control is in the hands of
corporate/private hospitals which lobby for the schemes’ continuation
and inclusion of maximum number of surgeries. This has only served
the corporate/private hospitals and resulted in complete neglect of
primary and secondary care. Though Andhra Pradesh is an
economically forward state, still only 46 per cent of the population has
received basic immunisation. Close to 449 persons per lakh are suffering
from TB, which is more than in Rajasthan and Orissa. AP is the second
highest in HIV prevalence rate (0.97 per cent) followed by Manipur. A
few studies (Victoria et al. 2012; Selvaraj and Karan 2012) have shown
that these schemes have no significant likelihood of reducing OOPE.
There is an urgent need for an empirical research at household level to
assess OOPE on primary, secondary and tertiary level and for
catastrophic illnesses after the experience with the Aarogyasri scheme.
Its benefits and problems need to be captured.
To have a sustainable healthcare model, there is a need to strengthen
the public health service systems and also use them to their optimum
level by upgrading them rather than giving state subsidies to the private
sector. It is important to strengthen drug price control by bringing all
essential drugs into price control. Some have also suggested that there
should be subsequent merging of all publicly-financed schemes or, at
least review how else one can reduce subsidies to institutions that are
excluding those whom they committed to benefit. Also ensure proper
administration and management system to consolidate the fragmented
supply situation (Gupta and Chowdhury 2014). The annual expenditure
of 1,000 crores, where 80 per cent goes to private sector (Table 5) if
spent only on the public sector healthcare system, can help better in
realising the dream of ‘Arogyandhra’.
In Andhra Pradesh, 74.3 per cent households do not generally use
government health facilities. The reasons are there is no nearby facility
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(49.2 per cent), facility timing is not convenient (18 per cent), health
personal are often absent (12.8 per cent), waiting time is too long (23.4
per cent) and quality of care is poor (53.3 per cent) (IIPS and Macro
International 2007). Further Aarogyasri focuseson high end tertiary care
alone, whereas the fact that only 2.3 per cent and 3.1 per cent of rural
and urban population, on an average, are hospitalized at any given
point of time, while 8.8 per cent and 9.9 per cent of the population access
outpatient coverage (NSSO 2006). Corporate hospitals handle the biggest
share of tertiary care, excluding all other forms of primary and secondary
outpatient care. If one were to examine the expenditure pattern of
households, it is again clear that outpatient expenditure far outweighs
inpatient care expenditure (Selvaraj and Karan 2012). This is an
inefficient medical care model with a low level of real impact on meeting
the needs of healthcare (Shukla et al. 2011).
It can be concluded that the curative services have been given
priority at the cost of preventive, promotive and rehabilitative services.
Neglect of public hospitals is comparable only to the private sector,
which is thriving and flourishing at state expenses. Public hospitals,
which have good infrastructure and medical expertise, are being
underutilised. There is no mechanism to monitor the household
healthcare expenditure at all levels, primary, secondary and tertiary
and for catastrophic illnesses. Assuring universal health coverage will
require explicit acknowledgement by government and civil society of
healthcare as a public good. Only a radical restructuring of the healthcare
system that promotes health equity can eliminates impoverishment due
to OOPE (Patel et al. 2015). Thus, there is no alternative than to
strengthen public sector, which will be sustainable and also universal.
NOTES
1. The district-wise hospital empanelment records can be viewed at the
Aarogyasri website, information can be accessed from the web link: http:/
/www.aarogyasri.org/ASRI/FrontServlet? requestType=Hosp
EmpanelRH&actionVal=ShowHospReco rds&ButtonOption=true
&empanelType=N&fromPage= HomePage)
2. The criterion is that it should have at least 50 inpatient medical beds
with adequate spacing and supporting staff as per norms. 25 per cent
beds should be allocated exclusively for the Aarogyasri patients, Medical
and Surgical facilities along with Diagnostic facilities, fully equipped
Operation Theatre, fully qualified doctors, and nursing staff Using ICD
and OPQS codes for Drugs, Diagnosis, Surgical procedures etc., having
all the infrastructure required for cancer and orthopaedic treatments.
3. The well developed IT system helps to track, monitor and approve
medical treatment for all beneficiaries under this scheme. Each and every
service provided for the patient who is registered under the RACHI
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4.

5.

6.

7.

8.

scheme can be monitored 24X7 through the trust’s portal where the
Aarogyasri workflow system can be tracked from the entry point to
treatment and discharge.
Arogyamitras help hospitals in pre-auth, claim settlement and followup. They also ensure proper reception and care in the hospital and send
regular MIS. The insurance company ensures that prefabricated
Aarogyamithra kiosks with all additional requirements as per the design
approved by the Trust is put up in all hospitals. For effective and instant
communication all the Aarogyamithras are provided with cell phone CUG
connectivity by the insurance company.
Private insurance companies like ICICI Lombard covers pre-existing
illness only after four years of enrolment in the policy provided it is
renewed continuously with the same company. Most Health Insurance
Policies hospitalisation expenses arising from pre-existing conditions are
not allowed. Most disputes between insurance companies and consumers
on claims made for hospitalisation expenses arise from this point. Even
the RSBY for the unorganised sector workers below poverty line and
their families by Government of India covers pre-existing conditions but
with minimal exclusions only (Swarup 2008). The RACHI scheme is
unique as it includes all pre-existing illness of the people below poverty
line.
The specific insurance coverage for the systems like heart, lung, liver,
pancreas, renal diseases, neuro-surgery, pediatric congenital
malformations, burns, post-burn contracture surgeries for functional
improvement, prostheses (artificial limbs), cancer treatment (surgery,
chemo therapy, radio therapy), poly trauma (including cases covered
under MV Act) and cochlear implant surgery with auditory-verbal
therapy for children below 6 years (costs reimbursed by the Trust on a
case-to-case basis).
High-end diseases such as ‘hip and knee replacement, bone morrow,
cardiac and liver transplantation, gamma-knife procedures in neuro
surgery, assisted devices for cardiac failures and diseases covered by
National Programmes, viz. TB, HIV/AIDS, Leprosy, Infectious diseases,
Malaria, Filaria, Gastroenteritis, Jaundice.
The Aarogyasri Scheme was strongly criticised by Dr.Raja Reddy, a well
known neurosurgeon and former Director of NIMS, Hyderabad, in a
symposium organised by NIMS in September 2008
xii(http://www.aarogyasri.gov.in/ASRI/reportsAction.do?
actionFlag=hospDistCatPer accessed on August 9, 2013).
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Introduction
The economic reforms introduced in India in 1991 were a reversal of
earlier policies which helped access to affordable medicines by the
development of a strong generic pharmaceutical industry. Liberalisation
of import restrictions, reduction of tariffs, removal of restrictions on
foreign investment and introduction of product patents rights are all
expected to have a profound impact on the industry. Cost of medicines
being the most critical factor in the healthcare system in India, these
reforms would have definite implications for the universal healthcare
programme. This paper provides an analysis of the implications of
reforms for the universal healthcare programme in the country.
Genesis of a Domestic Pharmaceutical Industry
The newly independent India was heavily dependent on imports for
meeting its medicinal requirements. Indigenous production of drugs
was worth only INR 100 million in 1947. The product patent regime
1911, which was in force at the time of independence, prevented Indian
companies from producing patented drugs in India. Foreign companies
which had the monopoly rights preferred neither producing the drugs
in India nor supplying the drugs in India through imports. Keayla (1994)
points out that in many cases drugs were not made available in India
even after 15 years of their introduction in the international market.
Besides, the drugs supplied by the foreign companies were exorbitantly
priced. The report of the United States Senate states that “India which
does grant patents on drugs provides an interesting case example. The
prices in India for the broad spectrum antibiotics, Aureomycin and
Achromycin are among the highest in the world. As a matter of fact, in
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drugs generally, India ranks among the highest priced nations of the
world—a case of an inverse relationship between per capita income
and the level of drug prices”(United States Senate 1961: 112).
However, during the initial post-independence period, the policy
of industrialisation by way of import substitution was not applicable
to the pharmaceutical industry and foreign capital was encouraged.
This was because, on the one hand there was no alternative available to
the drug technology held by foreign companies (Narayana 1984); and
on the other the government expected that the foreign companies would
help in building a strong industry within the new environment. The
Industrial Policy Resolution of 1948 read that ‘it should be recognised
that participation of foreign capital and enterprise, particularly as
regards industrial technique and knowledge, will be of value to the
rapid industrialisation of the country’ (Ministry of Industry and Supply
1948: para10). This liberal approach resulted in many foreign
pharmaceutical companies opening their subsidiaries in India. Most of
the foreign companies established themselves as mere trading concerns,
importing finished drugs from abroad and selling them, without
establishing manufacturing units in India (Ministry of Petroleum and
Chemicals 1975). The indigenous sector was also observed to be engaged
mainly in the processing and formulation of medicines based on
imported fine chemicals and bulk drugs, and the indigenous production
of several new drugs had not commenced. The availability and prices
of drugs continued to remain a major challenge for the policy makers.
Realising the challenges in developing a vibrant pharmaceutical
industry in the country with the help of foreign capital, the Government
of India appointed four major committees to look into the matter and
make recommendations. The Patents Enquiry Committee (1948–50)
headed by Justice Bakshi Tek Chand was mandated to survey and report
on the working of the patent system in India. Another committee headed
by Justice N. Rajagopala Ayyangar was appointed in 1957 to examine
the question of revision of the Patents Law and to advise the government
in this regard (Ayyangar 1959).
Alongside, the government gave due attention to the development
of the pharmaceutical industry in the country. The Pharmaceutical
Enquiry Committee headed by General Bhatia was appointed in 1953
with a detailed mandate to study the state of India’s pharmaceutical
industry and issues relating to the pricing of pharmaceutical products.
The Committee was mandated to study the following: (i) working of
the existing pharmaceutical manufacturing concerns in India; (ii)
operations of foreign and/or Indian companies who import drugs and
pack them in the country; (iii) extent of tie-up between the Indian
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concerns with foreign companies; (iv) recommend steps for encouraging
the manufacture of important drugs, which are imported in the country;
(v) distribution of pharmaceutical products, both imported or
manufactured or packed in the country, the profit margins to Trade
and Industry and the part played in this by purely Indian as well as
foreign concerns (Kumar 2004: 259).
The decade of the 1970s marked a turning point in the development
of the Indian pharmaceutical industry as a result of three critical policy
initiatives taken by the government: the Drugs Price Control Order
(DPCO), which was adopted in 1970; adoption of the new Patents Act,
which became effective in 1972; and adoption of a new drug policy in
1978. The framework for the new drug policy was provided in the Report
of the Committee on Drugs and Pharmaceutical Industry commonly
known as the Hathi Committee, Ministry of Petroleum and Chemicals
1975 (Government of India (GoI) 1975). Complementing these policy
initiatives was yet another piece of legislation, the Foreign Exchange
Regulation Act (FERA) of 1973, which aimed at reducing the share of
foreign equity in enterprises registered in India to a maximum of 40
per cent1. The above-mentioned policy initiatives were taken with two
broad objectives in view: (i) to develop a strategy for the expansion of
the domestic pharmaceutical industry by relying essentially on Indian
enterprises, and (ii) to establish a structure for keeping the prices of
drugs within affordable limits.
Possibly the most important policy reform which was instrumental
in giving the Indian pharmaceutical industry global recognition was
the Patents Act of 1970. The Act only provided for process patents in
drugs and pharmaceuticals, the period of protection was reduced from
14 years to seven years (or five years from the date of sealing the patent,
whichever is earlier) and the local production of patented subject matter
was made compulsory. Indian pharmaceutical firms were able to
produce patented drugs using alternate processes. An important
outcome of this Act was that the gap period between the launch of a
drug in the developed country markets and its launch in India got
reduced considerably, to four to five years in contrast to much longer
periods in the past (Keayla 1994). Before the Patents Act, the Monopolies
and Restrictive Trade Practices (MRTP) in 1969 came to curb the
expansionist tendencies of big companies. The threshold limit for
describing a unit as monopolistically large was fixed at INR 200 million.
The prior approval of the central government became mandatory for
the establishment of new undertakings, expansion of new undertakings,
merger, amalgamation and takeovers and appointment of directors in
certain cases.
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The first step towards evolving a comprehensive policy regime for
the Indian pharmaceutical industry was taken by the setting up of the
Hathi Committee in 1974. The Committee, which presented its
recommendations in 1975, had an exhaustive mandate that aimed at
the realisation of the two broad objectives mentioned above. Following
the recommendations made by the Hathi Committee, the government
adopted the Drug Policy (DP) in 1978, which, till date, remains the most
definitive statement justifying the establishment of the Indian
pharmaceutical industry. Yet another step towards building an Indian
pharmaceutical industry was taken by the 1978 DP. This policy
stipulated that in order to promote small firms, the industrial licensing
system must give preference to the small companies having Indian
ownership, over companies belonging to the erstwhile monopoly houses
and foreign-owned companies.
The new DP announced by the government in 1978 had the
following five broad objectives: (i) to develop a strong Indian sector
with the public sector playing a leading role; (ii) to channel the activities
of the foreign firms in accordance with the national priorities and
objectives; (iii) to deepen the production base of the domestic industry
by ensuring that the production of drugs took place from as basic a
stage as possible; (iv) to encourage research and development and
improve the technological sinews of the industry; and (v) to provide
drugs to consumers at reasonable prices.
The DP thus became an industrial policy instrument by linking up
production, profitability to essentiality of medicine. In order to promote
indigenous production from basic stages, the policy made mandatory
for all firms producing formulations based on imported bulk drugs or
bulk drugs manufactured from the penultimate stage, that they produce
indigenously the bulk drug concerned from the basic stage within a
period of two years. These firms were also required to supply 50 per
cent of the total production of bulk drugs to non-associate formulators.
The policy also restricted the value of a firm’s formulation production
to five times the value of its total bulk drug production. All these
measures amounted to a situation in which any significant increase in
the production of formulations essentially depended on the increase in
the indigenous production of bulk drugs. Companies were forced to
engage in bulk drug production, which is the technology intensive phase
in drug manufacturing. The practice of loan licensing, i.e. firms getting
products manufactured by other firms and selling them under their
own name, was also prohibited. The 1978 DP required the foreign firms
operating in India with a turnover in drugs exceeding INR 50 million
per year to have Research and Development (R&D) facilities in India.
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They were required to spend at least 4 per cent of their turnover as
recurring expenditure on R&D. The policy also liberalised licenses for
the production meant for exports. A company could produce any
amount for exports and had flexibility in the use of foreign exchange.
The 1978 DP has been a milestone in the future development of the
drug industry in India.
All these policy measures have had a profound impact on
development of a strong indigenous pharmaceutical sector. The
investment in the pharmaceutical industry increased from INR 240
million in 1952 to INR 2,250 million in 1973 and further to INR 6,000
million in 1982 (Hamied 1988). The share of the domestic sector in total
pharmaceutical production in India increased from 27 per cent in
1975–76 to 52 per cent in 1980–81 (Narayana 1984). The indigenous
production of drugs has grown from INR 100 million in 1947 to INR
1,680 million in 1965–66 and to INR 82,200 million in 1993–94 (Ibid.).
These measures also made a significant contribution towards selfreliance and self-sufficiency, using appropriate technology, based
essentially on indigenous raw materials. In the production of bulk drugs,
the share of the domestic sector had reached 82 per cent in 1987 (Hamied
1984). The drug prices in India had become one of the lowest in the
world (Ghosh and Keayla 1998) and the time lag for the introduction of
a drug in India after its launch in the global market was reduced to less
than 5 years (Keayla 1994). The industry had transformed from a net
importer to a net exporter. By the beginning of the 1990s, the Indian
pharmaceutical industry was globally recognised as a powerhouse in
reverse engineering. It contributes substantially to the facilitation of
access to medicines in a number of countries other than India through
its supply of drugs that are Good Manufacturing Practices (GMP)
compliant at prices that are among the lowest in the world. This has
earned the Indian pharmaceutical industry the epithet, ‘the pharmacy
of the world’, coined by the global public health agency, Medecins Sans
Frontiers (MSF).
In 1991, the Government of India liberalised its economic policies,
which reversed many of the policies that had helped the development
of the Indian pharmaceutical industry. The Industrial Licensing Policy
Statement of July 1991 bears witness to this reversal in approach: it
states that ‘the role played by the government to be changed from that
of exercising control to one of providing help and guidance by making
essential procedures fully transparent and eliminating delays’ (Ministry
of Industry 1991). The major features of this economic liberalisation
were abolition of industrial licensing, abolition of FERA and
introduction of automatic approval of Foreign Direct Investment (FDI),
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revision of the MRTP Act, and elimination of import restrictions and
tariff liberalisation. All these reforms were introduced in the
pharmaceutical sector in 1994 through the ‘Modifications to the Drug
Policy 1986’. The reforms in the pharmaceutical sector also eliminated
the ratio parameter linking the production of bulk drugs and production
of formulation, which was a crucial policy instrument in the
development of the bulk drug industry in the country. The impact of
this policy change was felt acutely by the two largest bulk drug
producers in the country, the Indian Drugs and Pharmaceuticals Limited
and the Hindustan Antibiotics Limited, both public sector undertakings.
In the absence of support from the downstream producers, these firms
were declared sick during the 1990s; an eloquent testimony to the
problems that the market-oriented reforms had brought for the public
sector enterprises.
Table 11.1: Export, Import and Balance of Trade of Different
Categories of Pharmaceutical Products (in US $ Million)
Years
Exp
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014

101.6
141.2
174.3
222.6
250.5
265.3
341.8
363.3
451.7
516.5
482.5
543.0
644.5
900.8
1015.0
1322.1
1356.9
1828.6
1871.0
2329.7
2242.9

Bulk Drugs
Imp
BoT
251.0
348.1
269.3
324.2
303.5
290.2
281.1
303.0
404.0
468.8
493.9
662.4
789.3
1101.2
1203.5
1312.4
1598.5
1799.4
1908.2
2042.3
2281.1

Exp

Formulations
Imp
BoT

-149.4
484.2
47.5
-206.9
582.9
56.9
-95.0
639.7
37.4
-101.6
724.6
64.6
-53.0
683.2
80.7
-24.9
802.9
82.6
60.7
805.1
92.8
60.3
959.1
97.6
47.7 1157.1 141.9
47.7 1455.4 141.2
-11.4 1789.1 186.4
-119.4 2218.8 275.3
-144.8 2771.6 392.2
-200.4 3576.0 515.1
-188.5 4807.7 666.0
9.7 4599.4 735.5
-241.6 5767.2 835.9
29.2 7674.1 935.7
-37.2 8988.7 1161.0
287.4 10,844.7 1,019.0
-38.2 10,692.4 907.3

Exp

Total
Imp

BoT

436.7
585.8 298.5
287.3
526.0
724.2 405.1
319.1
602.3
814.0 306.7
507.3
660.0
947.2 388.9
558.3
602.5
933.7 384.3
549.4
720.3 1068.2 372.8
695.4
712.3 1147.0 373.9
773.1
861.5 1322.4 400.5
921.9
1015.2 1608.7 545.9 1062.8
1314.2 1971.9 609.9 1362.0
1602.7 2271.6 680.3 1591.3
1943.5 2761.8 937.8 1824.0
2379.4 3416.1 1181.5 2234.6
3060.9 4476.7 1616.3 2860.4
4141.7 5822.7 1869.6 3953.1
3863.9 5921.5 2047.9 3873.6
4931.3 7124.1 2434.4 4689.7
6738.4 9502.6 2735.0 6767.6
7827.7 10859.7 3069.2 7790.5
9825.7 13174.4 3061.3 10113.1
9785.1 12935.3 3188.4 9746.9

Source: Compiled by authors based on DESA/UNSD, UN COMTRADE database
(Rev.3).
Note: This data is based on Standard International Trade Classification (SITC) Rev.3.
SITC product group 541 refers to bulk drugs and 542 refers to formulations.
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Impact of Reforms on the Indian Pharmaceutical Industry
In the last two decades, the Indian pharmaceutical industry has become
increasingly export-oriented. Exports as percentage of sales increased
from 14 per cent in 1994–95 to 44 per cent in 2014–152. With growing
export orientation, the trade balance has also been growing positively,
from US $287.3 million in 1994 to over US $10,000 million in 2013, before
declining slightly (Table 11.1).
It has been primarily the domestic firms, including those taken over,
which contributed to the exports. All the firms in the list of leading
exporters in 2014–15 given in Table 11.2 are domestic firms.
Table 11.2: Top 10 Exporters in 2014–15
Company
Dr. Reddy’s Laboratories Ltd.
Aurobindo Pharma Ltd.
Lupin Ltd.
Cipla Ltd.
Sun Pharmaceutical Inds. Ltd.
Glenmark Pharmaceuticals Ltd.
Cadila Healthcare Ltd.
Divi’s Laboratories Ltd.
Ipca Laboratories Ltd.
Torrent Pharmaceuticals Ltd.

Exp. ($Million)

%Sales

1187.3
1001.0
936.5
758.4
740.4
475.9
449.6
420.2
266.2
226.4

73.5
75.7
59.5
46.3
55.9
56.2
56.5
84.3
53.0
40.6

Source: Compiled by authors from CMIE Prowess, Release 4.15

Ranbaxy Laboratories and Mylan Laboratories (earlier Matrix
Laboratories), two other leading exporters from India, do not figure in
the list as their data for 2014–15 was not available in the Prowess
database. For Ranbaxy and Mylan, exports had contributed to 53 per
cent and 79 per cent of sales respectively in the previous year, i.e. 2013–
14. Both these firms were taken over by foreign firms.3
As the pharmaceutical sector is increasingly becoming exportoriented, it is also becoming more formulation-oriented. Formulations
are medicaments which are put into dosage forms and are ready for
consumption. Share of formulations in exports has been on the rise in
the last decade. It has increased from 70 per cent in 2000 to 83 per cent
in 2014. And the positive trade balance has almost entirely been
contributed by formulations.
The changing pattern of exports has an impact on the production
structure. As in the case of exports, growth in production too is focused
on formulations. The Indian Drug Manufacturers’ Association (IDMA)
data on production that is available till 2014 shows that the growth
dynamism of the production has changed in the post-1994 period, the
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year in which reforms were introduced into the pharmaceutical sector
of India (Figure 11.1).4
Figure 11.1 Average Annual Growth Production

Source: Computed using data from IDMA Annual Publications
Note: 2013–14 figures are estimated production.

There has been a decline in the growth of bulk drugs production in
the post-2000–01 to 2004–05 period, from around 20 per cent during
the 2000–01 to the 2004–05 period to less than 15 per cent in 2005–06 to
the 2009–10 period and further declined to around 10 per cent during
2010–11 to 2013–14. The formulations segment which showed
acceleration in production during the post-2004–05 period, exhibited a
decline during the 2010–11 to 2013–14 period.
Expansion in the exports of formulations and decline in production
of bulk drugs indicate more imports of bulk drugs. Firms are
increasingly importing bulk drugs, their intermediates and fine
chemicals as against relying on indigenous production as they used to
do. It is seen in Table 1 that in bulk drugs, for most of the years, imports
exceeds exports. Data from Prowess shows that the share of raw
materials imported in sales turnover has grown from 9 per cent in 1990–
91 to 11 per cent in 2000–01 to 12 per cent in 2014–155. There are different
levels of value addition in bulk drugs manufacturing and the Indian
bulk drug industry seems to focus particularly on the higher ends in
the value chain. The abolition of the ratio parameter linking the
production of formulations to indigenously produced bulk drugs from
basic stages and reductions in import duty have eased the constraints
on the imports of bulk drugs and other raw materials. Import duty on
organic chemicals including bulk drugs has been reduced from 120 per
cent in 1990–91 to 7.5 in 2015–16. Another important factor contributing
to decline in domestic production has been the implementation of
Schedule M (concerning GMP) of the Drugs and Cosmetics Act since
July 2005. Consequently, a number of Small and Medium Enterprise
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(SME) bulk drug manufacturers had to shut down their operations. By
January 2006, 70 firms were reported to have closed in the state of
Andhra Pradesh alone due to implementation of GMP (Mahesh 2006).
Thousands of firms were reported to have shut down by the end of
2009 on account of their inability to comply with GMP standards
(Mumbai Bureau, PHARMABIZ.com. 2006). Complying with GMP costs
at least INR 20 lakhs for a SME firm, this was beyond the capacity of
most SMEs. During our interaction with SME pharmaceutical
representatives, it was established that not more than one per cent of
the SME pharmaceutical firms would be able to implement Schedule
M. It was also reported that no new SME units came up during the
three-year period ending in 2009, except in excise free zones. The SME
sector has been a major producer of bulk drugs in India.
The bulk drugs segment is highly competitive with many players
and hence the returns are very low. The Hathi Committee (Ministry of
Petroleum and Chemicals 1975) had worked out the capital invested–
turnover ratio for bulk drugs and formulations manufacturing and
estimated 1:1 for bulk drugs at its best and 1:2.6 for formulations on
average, which in some cases would be as high as 1:7.2. Due to this,
with the ratio parameter no more in force, firms in India tend to neglect
the bulk drug segment and to concentrate on the production and export
of formulations.
Though importing less costly bulk drugs and raw materials and
exporting formulations which have higher investment-turnover ratio
makes better business sense, the current pattern of import dependence
causes concern from strategic as well as public health points of view.
India has become dependent on one single country for half of its bulk
drug imports. Since the turn of this decade, China has become the
supplier of more than half of India’s imports (Figure 11.2).
Figure 11.2: Share of China in India's Import of Bulk Drugs

Source: Compiled by authors based on DESA/UNSD, UN COMTRADE
database (Rev.3).
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The dependence on China shown above is for bulk drugs as a whole.
In certain cases of bulk drugs the dependence is more substantial. The
report of the Task Force on Strategy for Enhancing Exports of
Pharmaceutical Products (Ministry of Commerce and Industry 2008)
has pointed out that in certain categories up to 70 per cent of the
requirements are met through imports from China. This very high
import dependence on a single country can place India in trouble if the
supply chains from China are cut. In fact, India has already experienced
this risk once. The crackdown on the chemical industry in China in
2008 in order to enforce environmental legislation resulted in shortage
of supply and subsequent hike in prices, affecting not only the bottom
lines of Indian companies but even the very existence of many firms.
Owing to shortage of raw materials and their rising prices, about 50
bulk drug manufacturing units were shut down while others cut down
manufacturing of loss making drug categories (Dey 2008). India’s
dependence on China is such that it does not have adequate domestic
manufacturing capacity to meet the demand for intermediates and bulk
drugs, if supplies from China are stopped for unforeseen reasons.
The cost advantage is the factor driving Indian manufacturers to
shun indigenous production and engage in imports. For example,
theophiline from China is 10 per cent cheaper as compared to the cost of
indigenous production. Chinese firms are able to sell bulk drugs at lower
prices not only due to the subsidies, for example power subsidies, they
enjoy but also due to better technologies. For example, in fermentation
(an essential process for the production of bulk drugs) Indian firms still
use sugar; whereas technology in China enables its firms to use
cauliflower, which is much cheaper. 6 According to Y.K. Hamied,
Chairman of Cipla, “if China decided one bright day to stop export to
India, we would be finished.”7
Excessive reliance on China for raw materials also raises challenges
in ensuring quality of medicines. Recently, exports of certain medicines
from India have been banned in the US on grounds of quality. Ensuring
the quality of medicines is vitally important for the protection and
promotion of public health.
Globalisation of the Indian Pharmaceutical Industry
The economic policy reforms paved the way for the ‘globalisation’ of
the Indian pharmaceutical industry—which has now become part of
the global production and development network of MNCs. A number
of Indian (domestic) firms are in alliance with MNCs for contract
manufacturing, joint marketing and contract research. Participation of
Indian firms in the global network has become more of an income
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generation opportunity than a means for competence building. In 2010,
the contract manufacturing market in India was estimated at US $ 2.3
billion (ICRA 2011). It was expected to reach US $ 58.5 billion by 2015
(Shivakumar 2012). Top global pharmaceutical firms like Pfizer, Merck,
Glaxo Smith Kline(GSK), Sanofi-Aventis, Novartis, Teva, etc., largely
depend on Indian firms for the supply of many of their Active
Pharmaceutical Ingredients (APIs) and intermediates (FICCI 2005)
Earlier, it was the smaller Indian firms which were into contract
manufacturing, but lately larger firms like Dr. Reddy’s are also into
this business as part of much wider alliances, such as marketing and
Research and Development (R&D) collaborations. The alliance between
Dr. Reddy’s and GSK provides that the latter would have exclusive
access to Dr. Reddy’s diverse portfolio and future pipeline of more than
100 formulations in therapeutic segments such as cardiovascular,
diabetes, oncology, gastroenterology and pain management. The drugs
will be manufactured by Dr. Reddy’s and licensed and supplied by
GSK in various developing countries in Africa, the Middle East, Asia
Pacific and Latin America. In some markets, the drugs will be comarketed by both companies (GSK 2009). Revenues will be shared with
Dr. Reddy’s as per the agreement. Similar kinds of contract
manufacturing alliances involving marketing tie-ups exist between
Astra Zeneca and Torrent; Pfizer and Aurobindo; Pfizer and Biocon;
and Boehringer Ingelheim and Cipla. The financial terms of these deals
are often not disclosed and hence it is not possible to gauge the actual
size of the contract manufacturing business as part of wider alliances.
In a similar way, a number of Indian firms are into various kinds of
research collaborations ranging from contract research to collaborative
research projects and in-licensing and out-licensing. The contract
research business in India was estimated at $1.5 billion in 2010 (ICRA
2011). It was expected to reach $31.5 billion by 2015 (Shivakumar 2012).
The contract research market in India is growing at a more rapid pace
as compared to the global contract research market. Between 2007 and
2010 when the global contract research market grew at compound
annual growth rate (CAGR) of 19 per cent to reach US$25 billion in
2010, this market in India grew at CAGR 65 per cent to reach $1.5 billion.
The low cost of conducting research in India is an important factor for
the outsourcing of research to India. R&D activities in India are
estimated to be 60–65 per cent cheaper as compared to the costs in the
US. Labour cost in India is in the range of 10–15 per cent of similar costs
in the US. There is 25–50 per cent reduction in the upfront capital
requirements in setting up R&D projects in India due to locally fabricated
equipment and high quality local technology/engineering skills (IBEF
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2011) The cost advantage of conducting clinical trials in India is more
than 50 per cent during phase I studies and more than 60 per cent during
the phase II and phase III studies (ICRA 2011).
The liberalisation measures indeed had the objective that foreign
investment and technology collaborations increasingly become
important channels for competence building. In contract research,
collaborative research projects, out-licensing and in-licensing
partnerships, Indian firms have been partners of subordinate status who
perform piecemeal projects in drug research and they are not exposed
to the whole process of new drug development. In these collaborations,
the scope for transfer of technology and joint ownership of technology
is also very limited. The subordinate status of Indian firms in the long
run may result in a dependency relationship of Indian firms with the
MNCs. This can have harmful consequences for the country in many
ways. Being trusted allies in the global strategy of MNCs, Indian
companies may lose interest in those therapeutic areas which do not
have a global presence (for example, neglected diseases). These allies
might also withhold themselves from exercising compulsory licensing
provisions, the Trade-Related Aspects of Intellectual Property Rights
(TRIPS) instrument to counter abuse of patent monopoly rights as well
as to address national health emergencies.
India has all rights under the TRIPS agreement to issue a compulsory
license for making medicines more affordable for patients. The
compulsory license over Bayer’s Nexavar (anti-cancer drug) has reduced
the cost for one month’s course from INR 280,428 to INR 8,800. But
now India faces the challenge of no domestic firms coming forward to
apply for compulsory licenses. Being part of the global networks of
MNCs, it is quite expected that these firms would be unwilling to
displease their global partners by applying for compulsory licenses.
The lack of capacity of Indian firms in developing new drugs, both in
terms of Science and Technology (S&T) skills and financial resources
leave them with no other option but to collaborate with MNCs. In the
earlier policy regime, the public sector companies and public sector
laboratories had played a major role in augmenting the S&T skills of
the private sector industry. Under the new policy regime, the public
sector companies have been relegated and a few of them have already
been closed down.
Implications for Universal Healthcare
Access to medicines at affordable prices is a critical factor for ensuring
universal healthcare. The expenses on medicines constitute the single
largest component of healthcare expenses both in in-patient and out-
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patient care. Expenditure on medicines alone constituted two-third (66.4
per cent) of Out-of-Pocket Expenditure (OOPE) on healthcare in India
in 2011–12 at the national level. It was 68.6 per cent in rural areas and
62.9 per cent in urban areas (Joseph 2016). Given the fact that in India
69 per cent of health expenditure is private spending and out of this
two-third of spending is only on medicines, of medicines can be a strong
determinant in patients accessing healthcare facilities. Various rounds
of National Sample Survey (NSS) covering morbidity and healthcare
shows that the cases of ailments not treated on account of financial
problems are on the rise in the country (Table 11.3).
Table 11.3: Percentage of Ailments Not Treated for Their Reasons
During Different Rounds of NSS on Morbidity and Healthcare
Reasons for Not
Treating Ailments

2004
1995-96
(60th Round) (52nd Round)
Rural Urban Rural Urban

No medical facilities available
in the neighbourhood
Facilities available, but lack
of faith
Long waiting
Financial problems
Ailment not considered serious
Others (including not reported)

1986-87
(42nd Round)
Rural Urban

12

1

9

1

3

0

3
1
28
32
24

2
2
20
50
25

4
1
24
52
10

5
1
21
60
12

2
0
15
75
5

2
1
10
81
6

100

100

100

100

100

100

Source: Compiled by authors from NSS data. Data from NSS 42nd and 52nd rounds
have been accessed from NSSO (1998), and data from the 60th round from NSSO
(2006).

What emerges from the NSS data is that the financial problem is
the most important constraint preventing people with ailments from
getting treated8. With a very high share of out-of-pocket expenditure in
healthcare, it is quite natural that poor people will find it difficult to
seek healthcare services when they are ill. Given the significance of
drug prices, any move to make drug prices more affordable alone will
undoubtedly make more patients to seek healthcare services. It is worth
noting in this context that within one year of the launch of the free
medicines scheme in the state of Rajasthan9, the out-patient visits rose
by more than 50 per cent10 and in-patient admissions by 30 per cent
(Ebrahim 2012).
The above discussion makes it clear that the policies adopted by
the Government of India have resulted in the neglect of the bulk drug
segment, the most crucial phase of drug manufacturing. Excessive
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reliance on one single country for the bulk drugs poses great risks to
the universal healthcare programme as any disturbance in the supply
from one country jeopardises the entire healthcare programme.
Liberalisation has also led to globalisation of Indian pharmaceutical
firms. Subsequently, most of the Indian firms are not keen to seek
compulsory license options. Compulsory license also becomes a vital
policy instrument in ensuring access to affordable medicines for
universal healthcare.
NOTES
1. The number of foreign subsidiaries in the pharmaceutical industry came
down from 10 to two between 1973 and 1985 and the number of firms
holding more than 50 per cent equity declined from 21 to 14 during the
same period (Pillai 1984; Panikar et al. 1992).
2. Based on data from Prowess of CMIE. Information for 1994–95 is based
on Prowess Release 4.13 and 2014–15 on Prowess Release 4.15.
3. Ranbaxy was taken over by Daiichi of Japan in 2008. The Sun Pharma of
India bought Ranbaxy in 2015. The Matrix Laboratories was taken over
by Mylan in 2006.
4. The Dept. of Pharmaceuticals data (available in its Annual Reports) on
production is based on selected drugs and is available in terms of quantity
only. IDMA Annual Publications provide the data on production of
formulations and bulk drugs.
5. Based on data from Prowess of CMIE. Information for 1994–95 is based
on Prowess Release 4.13 and 2014–15 on Prowess Release 4.15.
6. Informed by the Indian Drug Manufacturers’ Association (IDMA)
representative during the workshop on “Public Health and Pharma
Industry”, organised by the Research and Information System for
Developing Countries, on February 6, 2012, in New Delhi.
7. Hamied stated this during the stakeholders’ meeting (civil society and
Indian domestic pharmaceutical industry) held on November 24, 2013 in
Mumbai, organised by Lawyers Collective.
8. ‘Ailment not considered serious’ is not a constraint.
9. The free medicines scheme launched in October 2011 began with free
supply of 200 generic medicines in public hospitals. The Rajasthan
Medical Services Corporation is the nodal agency implementing this
scheme. For more details, see, Rajasthan Medical Service Corporation
Limited <http://rmsc.health. rajasthan.gov.in/content/raj/medical/
rajasthan-medical-services-corporation-ltd-/en/home.html#>, <http://
rmsc.nic.in/>.
10. During the first anniversary of the launch of the scheme, the Chief
Minister of Rajasthan is reported to have mentioned the increase in the
number of patients visiting out-patient department. For details see
(Special Correspondent, the Hindu 2012)
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12
Vaccine Policy of the Government of India:
Driven and Controlled by Vested Interests?
Jacob Puliyel

When trusted international organisations like the World Health
Organisation (WHO) get co-opted, the onus falls on national
governments to dispassionately evaluate vaccines for their people. The
state cannot abdicate this responsibility. In this context the role of
international philanthropic organisations influencing the functioning
of national technical advisory groups on behalf of vaccine lobbies is
deprecated.
Suppose it were ascertained that every child in the world could be
rendered absolutely immune from all diseases during its entire life by
taking half an ounce of radium to every pint of its milk. The world
would be none the healthier, because not even a Crown Prince—no,
not even the son of a Chicago Meat King, could afford the treatment.
Yet it is doubtful whether doctors would refrain from prescribing it on
that ground. The recklessness with which they now recommend
wintering in Egypt or at Davos to people who cannot afford to go to
Cornwall, and the orders given for champagne jelly and old port in
households where such luxuries must obviously be acquired at the cost
of stinting necessaries, often make one wonder whether it is possible
for a man to go through a medical training and retain a spark of common
sense. (Shaw 1906: Unpaged)
Vaccines need to be affordable before they can be useful. George
Bernard Shaw believed that the medical fraternity was incapable of
comprehending this basic truth. He attributed it to a lack of common
sense. One century and a decade later, organisations like the World
Health Organisation (WHO) and the Global Alliance for Vaccines and
Immunisation (GAVI) are prescribing this champagne jelly to poor
countries who cannot afford clean drinking water. Exorbitantly
expensive vaccines against minor ailments are now being promoted
and made mandatory for school admissions. The genius of vested
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interests lies in how they have co-opted these international agencies. It
has not always been like this. Most widely prescribed vaccines used to
be inexpensive and a cost beneficial means of controlling disease.
Immunisations against life threatening diseases like smallpox were a
boon for public health. Early in the nineteenth century, India was at the
forefront of this movement using vaccines for public health. Smallpox
vaccine was discovered in 1798 and within 4 years in 1802, it was being
used in India (Lahariya 2014). The first plague vaccine was developed
in India in 1897. The Haffkine Institute was set up in 1905 as the Plague
Laboratory. The Pasture Institute was started in 1907 and it produced
neural tissue anti-rabies vaccine (Ibid.). The Central Research Institute
at Kasauli was set up in 1904 for research in immunology. India became
smallpox free in 1977.
The Universal Immunisation Programme (UIP) started in 1985.
Many consider protection with Bacillus Calmette–Guérin (BCG), Oral
Polio Vaccine (OPV), Diphtheria, Pertussis and Tetanus (DPT) and
measles vaccines are a part of the basic right of babies to healthcare.
Full immunisation with all the UIP vaccines costs INR 20 (0.30 US $)
(one US$= approximately INR 60). However according to the District
Level Household Survey-3 (DLHS) (2007–08) full immunisation with
the Extended Programme on Immunisation (EPI) vaccination was
achieved in only 53.8 per cent of the population (Ministry of Health
and Family Welfare (MoHFW) n.d.) The data from the DLHS 4 is even
bleaker. In this context of the inability to provide basic, effective and
inexpensive EPI vaccines to vast numbers of poor people living in remote
areas in the country, newer and more expensive vaccines of doubtful
utility are being sought to be introduced into the country’s immunisation
programme. These include vaccines against hepatitis B, H influenza B
(Hib), rotavirus, pneumococcal and Human Papilloma Virus (HPV)
vaccines. This paper examines the new scenario and the influences that
bear on selection of vaccines for the national immunisation programme
Introduction of New Vaccines: Role of WHO
In 1992, the World Health Assembly (WHA) passed resolution 45.17
that called on member states, ‘…to integrate cost-effective new vaccines,
such as hepatitis B vaccine, into national immunisation programmes in
countries where it is feasible…’ (WHO 2013a). Paradoxically, it was in
the same year (that the WHA resolved that countries must integrate
cost-effective vaccines), the WHO set a goal that all countries must
integrate hepatitis B vaccination into EPI by 1997 (regardless of costs
and benefits) (Ibid., WHO 2002).
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Hepatitis B
Hepatitis B can cause chronic hepatitis, liver cirrhosis and lead to
hepatocellular carcinoma in susceptible persons. The risk of chronic
infection is 90 per cent in children infected under the age of one year
and 2 per cent for adults. (Jensen and Balistreri 2015). The need for the
Hepatitis B vaccination in India has been questioned because the
incidence of hepatocellular carcinoma attributed to Hepatitis B in the
country is very low. (Indian Council for Medical Research (ICMR) n.d.).
Systematic review and meta-analysis done by Batham and colleagues
using population-weights, estimated that the point-prevalence of
hepatitis B was 3.70 (95 per cent CI: 3.17-4.24) corresponding to a chronic
carrier rate of 2.96 per cent. (Batham et al. 2009). The Indian Association
for Study of the Liver (INSAL) estimates national average prevalence
of Hepatitis B infection is 4.7 per cent. (INSAL 2000) Assuming that 4
per cent of the population are chronic carriers and extrapolating data
from Taiwan, it was estimated that 184,000 to 250,000 persons die each
year of hepatocellular carcinoma in India (Miller and McCann 2000;
Miller and Kane 2000; Puliyel 2001; 2004a; 2004b; Tiwari et al. 2003)
However, the Cancer Registry of the ICMR shows the incidence of
Hepatocellular carcinoma (HCC) due to hepatitis B infection is only
5,000 cases a year (Dhir and Mohandas 1999). This is a mere 2 per cent
of the HCC load projected previously (Miller and McCann 2000).
Whatever the reason for the low HCC rate, immunising 25 million babies
each year to prevent 5,000 deaths from HCC and the corresponding
number of deaths from cirrhosis liver, intuitively seems an uneconomic
way to spend scarce health resources. The persuasions that caused the
WHO to recommend universal immunisation are unclear.
Notwithstanding the concerns about the high costs and meagre
benefits of the vaccine (ICMR n.d.), Hepatitis B vaccine was introduced
in the immunisation programme of the country starting with 10 states
in 2007–8 (Lahariya et al. 2013). As a large proportion of births in India
take place at home and are difficult to reach immediately after birth, a
pragmatic schedule was adopted in India, vaccinating babies born in
institutions at birth where possible and others were vaccinated starting
at six weeks or later when they came for the DPT immunisation
Evaluation of Benefits After Introduction of Hepatitis B
After the vaccine was introduced in India a serological survey of children
aged five to 11 years in rural Andhra Pradesh was performed. Of those
surveyed 2,674 children had received hepatitis B immunisation and 2,350
had not received the vaccine. Protective antibody (HBsAb) was seen in
18 per cent of the unvaccinated children (33 per cent in the unvaccinated
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at six years and 16 per cent at ten years). The study also showed that
the vaccine did not reduce the hepatitis B carrier rate. The frequency of
chronic carriers (HBsAg positivity) was similar in the unvaccinated as
in the vaccinated (0.17 per cent and 0.15 per cent respectively). The
marker of hepatitis B infection in the past (HBcAb) was 1.79 per cent in
unvaccinated and 1.05 per cent in the vaccinated (Aggarwal et al. 2014).
These findings, demonstrating the futility of the vaccination, did not
lead to any reassessment of the immunisation programme.
This was followed by a multi centre study in North India in children
of the age group one to five years, funded by the ICMR (to be published).
Forty per cent of the unimmunized had protective levels of HBsAb (45
per cent in the unvaccinated at one year and 29 per cent at four years).
The high levels of HBsAb seen among the unvaccinated in this study
and that of Aggarwal point to passive transmission of natural immunity
from mother to child, early in life (Ibid.). This natural immunity may
be protecting babies from infection soon after birth, at the time when
they are particularly vulnerable to develop chronic carrier status and
HCC. This may be an explanation for the unexpectedly low levels of
HCC seen in India. Universal immunisation will reduce this natural
immunity and paradoxically it may increase the incidence of HCC in
the country. The universal immunisation programme needs to be
reevaluated given these findings.
H. Influenza B
The recommendation that all countries must include Hepatitis B vaccine
in their immunisation programme (even if it were not needed) was
followed by a similar recommendation for universal immunisation with
Hib vaccine. This was mystifying initially. An editorial in the Bulletin
of the WHO had questioned the need for Hib vaccine in Asia (Lau 1999).
In Asia the incidence of invasive Hib disease was considered to be
very low even prior to the introduction of the vaccine. The Minz study
found that the incidence of Hib meningitis in India was 7/100,000
children under five (Minz et al. 2008). At this rate if the birth cohort in
India of 25 million is followed up over five years, there would be 1,750
cases of Hib meningitis and 175 deaths (assuming mortality of 10 per
cent). The probe studies in Indonesia and Bangladesh found that the
vaccine did not reduce pneumonia or meningitis (Baqui et al. 2007;
Gessner et al. 2005). When the Bangladesh study showed no benefit from
vaccination a misleading press release was issued by a number of
organisations including the WHO, GAVI, United States Agency for
International Development (USAID) and the Hib Initiative, a consortium
of four organisations (Johns Hopkins Bloomberg School of Public
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Health, the London School of Hygiene and Tropical Medicine, the
Centres for Disease Control and Prevention and the WHO) funded
through a four-year, 37 million dollar grant from GAVI (GAVI 2005 ).
The press release stated deceptively that the Bangladesh probe study
showed Hib vaccine protects children from significant burden of lifethreatening pneumonia and meningitis (WHO 2007). The involvement
of international organisations in this deception was pointed out in
articles published in the British Medical Journal and the Indian Journal of
Medical Research. (Puliyel 2010; Puliyel et al. 2010,)
It was around this time that the WHO suggested that, ‘in view of
their demonstrated safety and efficacy, conjugate Hib vaccines should
be included in all routine infant immunisation programmes. Lack of
local surveillance data should not delay the introduction of these
vaccines, especially in countries where regional evidence indicates there
is a high burden of disease.’ (WHO 2006).
In self-congratulatory articles, GAVI and the Hib initiative took
credit for turning the tide against the Hib vaccine. (GAVI 2007; Levine
et al. 2010). The article notes that given the controversies about whether
there was a substantial burden of Hib disease, there was no strongly
supportive WHO recommendation for vaccine use till the Hib initiative
supported the revision of WHO Hib vaccine policy from a weak
permissive statement (WHO 2004) to a firm recommendation calling
for universal vaccine introduction in all countries. (WHO 2006) This
resulted in a rapid increase in application from GAVI countries for Hib
conjugate vaccine. This highlights the influence GAVI and other vaccinemanufacturer-funded-organisations like the ‘Hib Initiative’ have on the
WHO and how it impacts vaccine uptake internationally.
Accelerated Development and Introduction Plans (ADIP)
The Hib Initiative was only one of the accelerated development and
introduction plans of GAVI (GAVI 2007). Pneumo ADIP, located at the
Johns Hopkins Bloomberg School of Public Health, is a small dedicated
team supported by a 30 million dollar grant by GAVI1), working to
accelerate the evaluation of and access to pneumococcal vaccines for
the world’s children. The WHO endorsed the pneumococcal vaccine
for universal use (WHO 2007) even when literature showed that
vaccination reduced only 3.6 cases of pneumonia per 1,000 child years
(Madhi et al. 2008).
The Rota ADIP based in Seattle in the United States, was created to
accelerate rotavirus vaccine introduction process and to make it available
to children in developing countries as quickly as possible. It is a
partnership with WHO and the CDC. Although the vaccine has only 50
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per cent efficacy in developing countries (Piple and Puliyel 2015), this
vaccine was recommended for universal use by the WHO (WHO 2009).
Multivalent Pentavalent Vaccines and Adverse Events
Although adverse events are anticipated to occur more frequently after
administration of a combination vaccine compared with administration
of separate antigens at the same visit, Pentavalent vaccine (DPT, Hib
HepB) was recommended by the CDC to improve vaccine coverage
(Kroger et al. 2009) According to Madhavi and Raghuram, combination
vaccines are a marketing trick invented to overcome poor penetration
of the individual vaccines in the global market, as well as to overcome
the expiry of their patents and establish eternal market monopolies
(Madhavi and Raghuram 2010). ‘Every dubious new vaccine needs a
piggyback ride on a diphtheria tetanus pertussis (DTP), measles or some
other essential vaccine to get a back door entry into the UIP’( Madhavi
2006). GAVI supports use of Pentavalent vaccine as a means of increasing
uptake of Hib and Hepatitis B vaccines (GAVI n.d.)
Rotavirus Vaccine
An ‘Indian rotavirus vaccine’ was introduced in the national programme
recently. It illuminates the multifaceted ways in which international
agencies and philanthropic organisations influence decision-making.
Initially rotavirus was cultured from an asymptomatic neonate at the
All India Institute of Medical Science (AIIMS). This was transferred to
the USA and made into a vaccine (Bhan 2014). The vaccine was patented
by the Department of Health and Human Services USA. It was however
misleadingly called an Indian vaccine and the Government of India
was tasked to conduct clinical trials and license the vaccine. Ten years
before clinical trials on the vaccine was undertaken an organisation
called the Indo-US vaccine Action Programme selected Bharat Biotech
to manufacture the vaccine and take all the profits. This company had
no experience with vaccine manufacture and no licensed products at
that time. Furthermore, government funds were used to build the
manufacturing capacity of this private firm. The article by Bhan (Bhan
2014) is co-authored by the owner of Bharat Biotech. It describes how,
presumably because it would be illegal for the Department of
Biotechnology of the Government of India to fund a private company,
funds were given as grants to PATH (an organisation set up by the Bill
Gates Foundation) which acted as a conduit to fund Bharat Biotech.
The vaccine was tested in a multicentre trial. Intussusceptiona are
the dreaded adverse effect with the vaccine. The vaccine trial
demonstrated that the incidence of intussusceptions was twenty times
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higher at the Vellore centre compared to Delhi. However without
releasing the data on intussusceptions in Vellore the vaccine was
licensed and introduced in the immunisation programme of the country.
The Vellore data was not shared even with the National Technical
Advisory Group on Immunisation (NTAGI). It is said that the
government will monitor adverse events in the post-marketing
surveillance within a small window period after vaccination but little
reliance can be placed on such a study without reliable controls. A public
interest litigation filed in the Delhi High Court asked for release of the
data from the randomized trial in Vellore, but the government pleaded
that “site specific data on safety is inappropriate for release as per
protocol and its inappropriate interpretation or publication would lead
to disinformation about the product (that has been) developed by
government with great effort and expense, and will give unfair
advantage to multinational products which were never tested in India,
(and) yet (were) licensed.” (Rathi 2015: unpaged).
Ad hoc Revision of the AEFI Classification: Downplaying Adverse
Events
The introduction of the Pentavalent vaccine was associated with
numerous deaths in different countries (Puliyel 2013). The response of
WHO to these deaths is educative. When there were 5 deaths in Sri
Lanka with Quinvaxim (Pentavalent vaccine) a WHO panel investigated
the events and classified three deaths (cases D1, D3, and D6) as ‘unlikely’
to be related to vaccine after deleting the categories ‘Probable’ and
‘Possible’ from the standard Brighton classification (WHO 2005).
Adverse Events Following Immunisation (AEFI) classification is best
understood as an algorithm. All events that have a plausible temporal
relation to vaccine administration are classified as either ‘very likely/
certain’ or ‘probable’ or ‘possible’. Adverse events are classified as
unlikely or unrelated only if the timing makes a causal connection
improbable or incompatible. The next level of the algorithm requires
enquiry whether the adverse event can conclusively be attributable to
other causes. If there are other possible explanations, the association
with vaccine is classified as ‘possible’. If another cause is not found, an
adverse event after immunisation is ‘probable’.
As mentioned above, while investigating the cluster of deaths in
Sri Lanka the WHO panel deleted the categories ‘probable’ and ‘possible’
from the standard classification. All adverse events that could not be
classified as ‘very likely/certain’ were classified as ‘unlikely’.
Using the improvised classification (deleting ‘probable’ and
‘possible’), three deaths that would have been classified as ‘probable’
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related to immunisation were classified as ‘unlikely’ to be related to
vaccine, although the authors note ‘it could not be conclusively
attributable to another cause’. The website of the WHO, published only
the conclusions of the AEFI panel but not the methodology they
employed (WHO 2008a; 2008b). It was possible to acquire the full report
only after a petition was filed for a rational vaccination policy in India
in 2010. It was then that the alteration of the categories was exposed
through an article in the BMJ (Saxena et al. 2010)
The Official Revision of the AEFI Classification
The response of the WHO to this exposé was to officially change the
way AEFI is classified in March 2013 (WHO 2013b).The new algorithm
for AEFI is reproduced in Fig. 12.1.
Figure 12.1: The New Algorithm for AEFI
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In the new scheme, causality is classified in 4 categories: ‘Consistent
causal association to immunisation’, ‘Indeterminate’, ‘Inconsistent
causal association to immunisation’ and ‘Unclassifiable’ Only events
that occur after vaccine administration are eligible for AEFI causality
assessment. ‘Unclassifiable’ are cases where the circumstances could
not be investigated accurately.
Consistent Causal Association to Immunisation
A reaction can be classified as ‘Consistent with causal association with
immunisation’ only if there is evidence in population-based studies that
the vaccine has caused similar adverse events.
No new association discovered in Phase 4 trials will qualify. On the
other hand, if it is a known adverse reaction within an acceptable
window period, causal association is accepted even where the events
could have happened by coincidence. For example, just because
intussusceptions are acknowledged as an adverse event following use
of rotavirus vaccine, it does not follow that all intussusceptions in the
critical window of increased susceptibility are necessarily caused by it.
The residual uncertainty ensures that even if an adverse event is
classified as ‘Consistent with causal association with immunisation’
‘coincidence’ is still a possibility. Thus no reaction is classified as
‘certainly’ related to vaccination in the new scheme—not even if the
reaction was duplicated on re-challenge.
Inconsistent Causal Association to Immunisation
At the bottom of the new causality classification hierarchy is
‘Inconsistent causal association to immunisation’. Even reactions for
which there is no alternate explanation will fall in this category, if causal
association with immunisation has not been documented in prior
epidemiological studies. In the revised scheme, this term is also used to
suggest that there is no relation between the AEFI and immunisation.
No matter how frequently the reaction categorised as ‘Inconsistent with
causal association’ occurs, it would not be investigated as new signals
of a causal association.
Indeterminate
Theoretically this group is reserved for reactions that could have been
caused by immunisation, but for which causal association has not been
documented in epidemiological studies previously. It is stated that
information on AEFI that are classified as indeterminate will be pooled
and analysed in order to understand if the AEFI represents a new signal
of an unrecognised event. However a dictum introduced by the Council
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of International Organisation of Medical Sciences (CIOMS)/WHO
ensures that reactions are not investigated as new signals.
CIOMS/WHO Report on Vaccine Pharmacovigilance
Forty experts (of whom 19 were industry representatives with possible
conflicts of interest) helped to write this report on vaccine
pharmacovigilance (CIOMS/WHO 2012) It is acknowledged in the
revised AEFI causality assessment document that the definitions and
concepts of the CIOMS/WHO Pharmacovigilance report are used. The
CIOMS/WHO document, under the heading ‘Notes for Guidelines’,
states in small print:
If there is adequate evidence that an event does not meet a case definition,
such an event should be rejected and should be reported as ‘Not a case of
[AEFI]’. Such evidence is considered adequate, if an exclusion criteria is
met, or an investigation reveals a negative finding of a necessary criterion
(necessary condition) for diagnosis. Such an event should be rejected and
classified as ‘Not a case of [AEFI]’ (CIOMS 2012:170).

This passage implies that if the reported event does not meet an existing
CIOMS/WHO case definition, even if they follow on after
immunisation, it will be reported as ‘Not an adverse event following
immunisation [AEFI].’ Besides being illogical and a contradiction in
terms, this is at odds with the advice on page 11 of the CIOMS/WHO
document which is that a case definition can be adopted from the
standard literature or by the reviewers themselves; not necessarily ‘an
existing case definition’.
After this CIOMS/WHO report, when they were called in to
investigate 9 deaths in Vietnam with Quinvaxim (the vaccine used in
Sri Lanka prior to the deaths there), the WHO presumably reclassified
the AEFI they had previously reported in Sri Lanka as ‘AEFI—Unlikely
to be related to vaccination’ changing it to ‘Not a case of [AEFI]’. In the
Vietnam report they then wrote ‘Quinvaxem was prequalified by WHO
in 2006…no fatal AEFI has ever been associated with this vaccine’(WHO
2013c). One can see that each reaction is classified as ‘Not a case of
[AEFI]’ and so none of them—no matter how frequently they recur—
need to be assessed as a new signal.
The latest causality assessment of 132 reported serious AEFI cases,
approved by the National AEFI Committee in India2 has been uploaded
on the Ministry of Health and Family Welfare website3. Of these AEFI
reported between 2012 to 2016, 78 babies survived hospitalisation and
58 died. Among those who survived, the causality assessment suggests
that 37 (47.4 per cent of reactions) were vaccine product-related reactions
classified as (A1). Among those that died 52 (96 per cent) were classified
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as unclassifiable (D) or coincidental due to something other than vaccine.
Not even one was classified as a vaccine product related reactions (A1).
Table 12.1: Causality Classification of 132 Cases Approved by the
National AEFI Committee
Causality Classification Categories
A1 Vaccine Product Related Reaction
A2 Vaccine Quality Related Reaction
A3 Immunisation Error Related Reaction
A4 Immunisation Anxiety Related Reaction
B1 Temporal Relationship But Insufficient
Definitive Evidence for Vaccine Causing Event
B2 Conflicting Trends of Consistency and
Inconsistency with Causal Association
C Coincidental Underlying or Emerging
Condition, or Condition Caused by
Something Other than Vaccine
D Unclassifiable

Survived
(n = 78)

Died
(n = 54)

47. 4% (37)
0% (0)
12.8% (10)
2.6% (2)

0% (0)
0% (0)
0% (0)
0% (0)

1.3% (1)

1.9% (1)

17.9% (14)

1.9% (1)

14.1% (11)
2.6% (2)

53.7% (29)
42.6 (23)

Thus using the revised scheme of AEFI classification, a child who
is admitted with intractable convulsions with onset after vaccination,
the reaction could be classified as a vaccine product related if he survives,
but if he dies during hospitalisation, it will be classified as coincidental
death—underlying or emerging condition, or condition caused by
something (anything) other than vaccine or (D)unclassifiable.
TOKEN Study and Population Based Evidence of AEFI
Deaths are now classified as ‘Not a case of [AEFI]’, and all memory of
numerous deaths from the Pentavlent vaccine have been erased on the
ground that deaths have not been reported as AEFI in epidemiological
studies involving the vaccine. However the TOKEN study contradicts
the assertion that deaths have not been reported in population-based
studies (Schlaud et al. n.d.).
The TOKEN study was done specifically to assess a possible causal
relationship between vaccination and unexplained Sudden Unexpected
Death (SUD) of children between their second and twenty-fourth month
of life. von Kries et al. had previously found a statistically significant
increase in the Standardized Mortality Ratio (SMR) within two days
after vaccination with one of the two licensed hexavalent vaccines
(Hexavac) (von Kries et al. 2005), and the TOKEN study was done to
confirm or refute the association. The study was sponsored and
supported by the Paul-Ehrlich-Institute (PEI) and the Federal Ministry
of Health (Bundes ministerium für Gesundheit).

298 Universalising Healthcare in India
Temporal association of SUD to vaccination was examined in a SelfControlled Case Series (SCCS) design. Parents of children who had died
of SUD were requested to participate in the study. Total 254 cases (37.6
per cent of all the eligible cases) could be included in the study. Parental
participation was more than twice as high for children who had died
within one week after vaccination (80 per cent) as for children who had
not been vaccinated within one week prior to their death. To account
for this bias, inverse probability weighted analysis were conducted in
addition to the pre-planned, unweighted analyses. The weight in this
case was a method to compensate for the overrepresentation of parents
of children who died soon after vaccination. The results obtained from
these weighted analyses are regarded as more valid. The authors note
that weighted analysis could only account for the selection bias among
the exposed cases aged up to nine months and enrolled by the forensic
institutes. Therefore, the results of the weighted analyses are likely to
still overestimate the risk of SUD.
The weighted SCCS analysis, relative risk of SUD after pentavalent
vaccination (first and second year of life) looking at risk period 0-3 days
after vaccination versus control period 4–28/183 days showed Relative
Risk (RR) of 8.11 (p=0.006, 95 per cent CI=1.81–36.24; Table 41 in the
TOKEN Report). The weighted SCCS analysis, relative risk of SUD after
hexa or pentavalent vaccination (first and second year of life) looking
at risk period 0–3 days versus control period 4–28/183 days showed
RR 2.19 (p=0.031, 95 % CI=1.08-4.45; Table 36 in the TOKEN Report)
(Schlaud et al. n.d:102).
It is clear from the above that there is reasonable evidence in
epidemiological studies that SUDS can occur as AEFI following use of
the Pentavalent vaccine and the deaths following the use of this vaccine
should not be classified as ‘Not a case of [AEFI]’ using even the revised
AEFI criteria.
Inflating Benefits to Match Cost
The role of the GAVI and WHO has been to try and find justifications
for its use and recommend every vaccine that appears on the firmament.
Chickenpox being a mild disease in the vast majority, prevention by
vaccination was unlikely to match cost. Among children, varicella is
usually a self-limited disease that lasts 4–5 days and is characterised by
fever, malaise, and a generalised vesicular rash typically consisting of
250–500 lesions. Adolescents, adults, and immune-compromised
persons usually have a more severe disease and are at higher risk for
complications. When only direct medical costs were considered, the
benefit-cost ratio was 0.90:1 (CDC 1996). In Germany, vaccination at 15
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months was not cost beneficial from the healthcare payer’s point of
view (Beutels et al. 1996) The wages of parents purportedly lost for
looking after the sick child were added to make it appear cost-beneficial
(Preblud et al. 1985)
Cost effectiveness of pneumococcal vaccine (Afonso et al. 2013),
rotavirus vaccine (Patel et al. 2013; Rheingans et al. 2014), and the human
papilloma virus vaccine (HPV) (de Kok et .al 2008; Isshiki 2014; Kim
and Goldie 2008; Novaes et al. 2015; Sanders and Taira 2003) have all
been disputed.
WHO Cost-Effective Thresholds
Besides this, the WHO (Choosing Interventions that are Cost-Effective
(WHO-CHOICE)) suggests that vaccination for Low-and MiddleIncome Countries (LMICs) that cost one to three times the per capita
income of the countries per disability-adjusted life-year saved should
be considered cost-effective to help assist decision-makers. Newall and
colleagues examined the results of reviews of cost-effectiveness analyses
of human papillomavirus and rotavirus vaccination in LMICs, to assess
whether the results of these studies were reflected in funding decisions
for the vaccination programmes. They found that in many cases,
programmes that were deemed cost-effective were not subsequently
implemented given budgetary constraints (Newall et al. 2014).
Pandemic Flu: WHO-Vaccine Manufacturer Nexus
The discussion above is suggestive of a cosy relationship of WHO with
vaccine manufacturers. However categorical evidence of this was
provided in the declaration of the influenza pandemic in June 2009 that
resulted in stockpiling of millions of dollars worth of flu vaccine and
oseltamivir (Tamiflu) and zanamivir (Relenza). Investigations showed
that WHO was advised by experts who had declarable financial and
research ties with pharmaceutical companies producing antivirals and
influenza vaccines. Scientists involved in WHO were funded by
pharmaceutical firms that stood to gain from the guidance they were
drafting. Initially the identity of these experts was kept a secret (Cohen
and Carter 2010).
National Technical Advisory Groups
Inevitably, the trust and faith in the WHO has eroded. It has become
crucial for developing countries to evaluate vaccines and their costs
and benefits for themselves. To take advantage of the prevailing mood
of distrust the World Bank recommended that countries have their own
NITAG (John 2002). It was anticipated that national governments would
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more likely heed their own advisors than they would the WHO.
Governments were then sought to be influenced through their NITAGs.
On December 14, 2009, the Health Secretary in India chaired a
meeting where it was pointed out that the NTAGI sub-committee that
had recommended Hib vaccine had overlooked data from a multicentre
study done specifically to advise policy on the Hib and Pneumococcal
vaccines (Kant 2009). The study had shown that the incidence of
pneumonia was only a tiny fraction of what was being projected to
recommend Hib vaccination (Lone and Puliyel 2010).
Public Interest Litigation for Vaccine Policy
It was under these circumstances of distrust of the NTAGI, that a petition
was filed in the Delhi High Court in the public interest seeking a
direction to the government to formulate a rule-based rational vaccine
policy by which vaccines are scientifically evaluated in a transparent
manner before they become part of the country’s UIP. For example, it
pointed out that NTAGI, the government body responsible for
conducting the relevant studies before recommending introduction of
any vaccine, had recommended that a 10-valent pneumococcal vaccine
be introduced from 2010 when the vaccine had not even been developed,
let alone tested. Thus, NTAGI has recommended the introduction of a
vaccine in the public health system without any trial (Delhi High Court
2009).
Immunisation Policy for Namesake
After prodding from the High Court, a National Vaccine Policy was
drafted (Ministry of Health and Family Welfare 2011)4. The NTAGI
directed two members to initially draft the policy5. The minutes were
altered with the connivance of the Ministry of Health and Family
Welfare6 so the policy could be drafted by one person. The draft policy
was vetted by international organisations before being presented as
national policy. Various aspects of the final policy have been criticised
by experts (Matharu 2011).
Quoting from Houweling and colleagues (Houweling et al. 2010),
Bhan has pointed out that vaccine introduction must be dependent on
the burden of disease and seriousness of the disease, availability of
vaccine to reduce the burden, with a good safety profile and which is
cost-effective (Bhan 2010). However the new vaccine policy states that
‘industry must be provided a channel to voice opinion to be utilised in
framing policy (MoHFW 2011:10).’ The fact that this would invite
conflicts of interest because of the tension between the profit motives
of industry and the promotion of public health is ignored. Bending over
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backwards to oblige vaccine manufacturers the policy states that if
industry has a ‘genuine concern that a decision is made to its detriment’
(Ibid.), there must be a speedy redressal by an independent mechanism
(of government) (Puliyel 2011).
Advance Market Commitments (AMC) are advocated. AMCs aimed
at providing incentives for new vaccines through guaranteeing the
market for the product even before it is tested—the government
promising it will buy a certain amount of vaccines at a given price. It is
to be binding even if the vaccine produced has poor efficacy or even if
the market price of the vaccine is a fraction of the AMC price. AMC
was first used for pneumococcal vaccine research. The money for the
vaccine in the AMC must be deposited with the World Bank even before
the delivery of vaccine, so the directors of the pharmaceutical do not
have to lose sleep about marketing the drug or about withdrawal of
orders on account of the low efficacy of the product. The policy drafters
understand the government will not be able to foot the hefty bill. The
draft, therefore, helpfully suggests ‘innovative financing’ to be able to
make the money available to the World Bank upfront. The term
‘innovative financing’ is ‘GAVI–speak’ and must be understood as such.
The Government of India is being urged to issue sovereign bonds in
the capital markets so that investors and speculators can put up the
money. This is a win-win situation for the pharmaceutical industry and
the bond investors —for all, except perhaps the taxpayer (Puliyel 2011;
Sengupta 2012).
Madhavi and Raghuram (2012) discuss the overarching emphasis
on supply-side factors, Public Private Partnerships (PPP), innovative
(read speculative) financing, global fund (read advance market
commitments to further MNC pharma businesses), etc. It seems that
the government has fallen for the same ‘global’ slogans of the World
Bank that has pushed the world into recession and the aid politics of
Gates Foundation, WHO, GAVI, multinational pharma industry, etc.
They write that the vaccine policy is not designed to enhance national
public capacities for public immunisation programmes, but to justify
spending public money on privately produced vaccines in the name of
protection from diseases, whose incidence figures and public health
statistics are dubious and industry-manufactured (Madhavi and
Raghuram 2012). Our vaccine policy must attend to the health of the
children in the country and it should not be overly concerned with the
viability of the vaccine industry. This looks like a policy not to have a
policy, but to use vaccines indiscriminately (Puliyel 2011).
It will be clear to any objective observer that the order by the Delhi
High Court asking the government to draft a clear policy on
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immunisation was not used by government to reevaluate its stand or
for course correction. In fact, the court’s intervention seems to have
hardened the resolve of international organisations to control policy.
NITAGs (called National Technical Advisory Group on Immunisation
(NTAGI) in India) are supported by the Supporting National Independent
Immunisation and Vaccine Advisory Committees (SIVAC Initiative) funded
by Bill & Melinda Gates Foundation and GAVI. It was launched as an
interactive platform involving all NITAGs worldwide in an active
network and through the NITAG Resource Centre (NRC)7. The NRC
offers NITAG members and secretariats technical reports and updates
from partners. The SIVAC advocates all NITAG members be sworn to
secrecy about the proceedings at the meetings. Even the confidentiality
statement required to be signed by the NITAG in India is prescribed by
the SIVAC8 so the public are kept in the dark about how vaccine
recommendations are made. This is in stark contrast to what happens
in the USA where the meetings are open to the public (Smith 2010). The
NTAGI is appointed according to the whims of the ministry unlike in
the USA where persons apply and are selected on merits by an
independent body (Ibid.). The secretariat of the NTAGI in India used to
be housed in the Public Health Foundation of India (PHFI)9. The
Immunisation Technical Support Unit (ITSU) used to be funded by the
Bill and Melinda Gates Foundation. The ITSU brings in the agenda for
the NTAGI and records the minutes (PHFI n.d.). This abdication of
responsibility by the MoHFW set an undemocratic and unwelcome
precedent. Private philanthropic institutions are accountable only to
their business-dominated boards of directors. Rosenthal (2015) has noted
that philanthropic foundations pay little or no tax on their income, and
most contributions are tax deductible. Even though foundation funds
are subsidised by the public, the public has no say in how the money is
spent. It is this money that is used to subvert health policies for private
ambitions. It took a concerted drive by nationalistic organisations to
move the NTAGI back to the MoHFW. Ironically soon after this news
appeared, the Health Ministry denied it was severing links with the
Gates Foundation. For all the efforts to develop an independent National
Policy on Immunisation, it is clear that the interests of private players
will be the controlling factor for a long time.
Way Forward: A NICE Solution Suggested Previously
The National Institute of Clinical Excellence (NICE) in the UK decides
cost-effectiveness of medical interventions for the UK National Health
Services (Martin 2001). NICE calls for registration of stakeholders before
interventions are evaluated. It then assesses the clinical evidence and
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the economic data on benefits. Based on the evidence, draft guidelines
are drawn up for assessment by the registered stakeholders. The
guidelines are revised if more evidence is provided by the stakeholders.
An ‘independent-review-panel’ then reviews the guidelines to decide
if all stakeholder comments have been taken into account. The final
guidelines are then issued and the government has clear and unbiased
advice on which to base decisions. India could set up such a body to
independently evaluate vaccines (Dhanasiri and Puliyel 2007). Having
said this, it must be noted that NICE has not evaluated cost benefit of
any vaccine so far.
The Health Economics Model
The process of selection of vaccines for UIP must address and evaluate
the following:
1. Does it have a good risk-benefit ratio?
2. Is it cost-effective compared to the other interventions already
in place?
3. Is it capable of providing better returns than other uses of this
resource?
4. Defining whether the intervention is affordable may help. A
general guideline is that interventions that cost less than the
per capita Gross National Product (GNP), per Quality Adjusted
Life Year (QALY) saved are considered affordable (Miller 2009.)
5. ‘Optimal decision rule’ involves ranking the incremental costutility ratios of different interventions and selecting those with
the lowest ratio (‘best value’) till the budget is depleted.
A hypothetical example may be used to clarify this. Assume polio control
costs INR 350 crores and saves 1 QALY per INR 10,000 spent, rotavirus
control costs INR 200 crores and saves one QALY per INR 20,000 spent,
and tuberculosis control costs INR 700 crores and saves one QALY per
INR 5,000 spent. Assume also a budgetary constraint of INR 1,000 crores.
The first programme to be accepted would be TB control as it provides
the best utility (one QALY/INR 5,000). Once this is accepted there is
only INR 300 crores left in the budget. The next programme to be
accepted must be polio control. Rota virus control costs only INR 200
crores which is less than the cost of polio control (INR 350 crores) but
polio control takes precedence as it provides more utility (Dhanasiri
and Puliyel 2007).
NOTES
1. See <www.preventpneumo.org> and <www.gavi.org/Library/
Documents/AMC/PneumoADIP/> accessed on 6.2.2012
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2. http://www.mohfw.nic.in/showfile.php?lid=4081
3. http://www.mohfw.nic.in/index1.php?lang=1&level=4&subl
inkid=3928&lid=2421
4. http://jacob.puliyel.com/download.php?id=294
5. http://jacob.puliyel.com/download.php?id=294
6. http://jacob.puliyel.com/paper.php?id=293
7. accessible at http://www.nitag-resource.org
8. http://www.nitag-resource.org/uploads/media/default/0001/02/
bac6de3049176de187f9abbfeb7ca6ebe0172bf8.pdf
9. In February 2017 the NTAGI was moved from ITSU-PHFI to the National
Institute of Health and Family Welfare, under the Ministry of Health
and Family Welfare. The ITSU was to continue functioning till February
28, 2017 and its future functioning from PHFI and support from the Gates
Foundation were being worked out (Ministry of Health and Family
Welfare 2017).
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Availability and Access to Medicines:
Some Issues in Pricing
S. Srinivasan and Malini Aisola

In the context of Universal Access to Healthcare, issues related to
medicine are very important. India’s booming pharmaceutical sector
has earned for itself the moniker of the ‘pharmacy of the developing
world’, in the sense that most essential medicines including those for
HIV/AIDS, for the Third World and for international procurement
bodies, are sourced from India. But within India, the scenario is one of
poor availability and access to medicines among plenty. Pricing of
medicines is a key issue that determines the haves and have-nots in
access to healthcare.1
There are several factors that affect the long-term sustainability of
India’s pharmaceutical sector. These include issues like: Foreign Direct
Investment (FDI) in the pharma sector and takeover of Indian pharma
companies by foreign entities; Trade-Related Aspects of Intellectual
Property Rights (TRIPS) plus measures in Free Trade Agreements (FTA),
trade and non-trade barriers by economic blocs that host the Big Pharma
majors; lack of relevant Research and Development (R&D) within India;
and competition from China from where a majority of the bulk drugs—
Active Pharmaceutical Ingredients (APIs)— are being sourced for India’s
formulations. For more on some of these important issues, we refer the
reader to other publications (Low Cost Standard Therapeutics (LOCOST)
2006; Phadke and Srinivasan 2011; Srinivasan 2011; 2012a; 2012b;
Srinivasan et al. 2013 and 2014).
We discuss in this chapter the key features of India’s pharma market
and pricing of medicines, the price control of medicines through the
Drug Prices Control Order 2013, and the attempts by certain states to
provide free medicines. The chapter also talks of issues related to fixed
dose combination and pricing of patented drugs, and concludes with a
brief discussion on some current challenges in access to medicines.
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A Brief Historical Context
The story of India’s pharmaceutical industry is a success story by any
standards. Even its worst critics concede that compared to the situation
in 1970 and certainly compared to what it was at the time of
independence in 1947, there has been a sea change. In 1947 most of the
allopathic medicines used were imported. By 1970 the import content
had come down but still most of the bulk drugs were made by foreign
companies or were imported through their primary plants in the West,
as most of the formulation industry in India was in the hands of
Multinational Companies (MNCs).
The key event that changed this scenario of dependence on imports
and led to the boom during the years 1971 to 2005 was the Patents Act
1970 passed in 1972. It did not allow ‘product patents’ in medicines;
and as only process patents were valid in this period for medicines,
any new patented medicine launched in the West would be made
through reverse engineering in India within 3–4 years at a fraction of
the price (say less than 10 per cent of the innovator’s price). By allowing
only ‘process patents’ for medicines, the government opened the
(doors?) for the boom in India’s pharmaceutical sector. Using the process
patent window, several groups and entrepreneurs within India also
started making drug intermediates and APIs, as well as formulations.
There was a period—especially from the late 1980s to 2005—when most
of the bulk drugs India needed were made within India. Additionally
the machinery and the technology for production were, and are, mostly
indigenously available. (For some other milestones in the history of the
developments of the pharmaceutical sector in India, see the chapter,
“Developments in India’s Domestic Pharmaceutical Sector and
Implications for Universal Healthcare in India” by Dhar and Joseph in
this book). India’s pharmaceutical industry became, and continues to
be, a place for low cost medicine production, especially in formulations.
In December 2016, India’s domestic sector formulations sales were worth
INR 1,07,819 crores and about an equivalent amount for exports2.
The year 2005 was another critical milestone, when product patents
were introduced. The product patents are valid for 20 years. By the
mid-1980s, Big Pharma located in the West and think tanks funded by
them, saw the impending threat to their hegemony, especially from
China, India and Brazil. The ensuing discourse to clip the wings, as it
were, of these emerging economies found expression by 1995 in
institutions like the World Trade Organisation (WTO), and agreements
like the Trade-Related Aspects of Intellectual Property Rights (TRIPS).
Reverse engineering was made to look like a crime and ‘intellectual’
property right/product patents and associated instruments like data
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exclusivity were glorified as instruments of promoting innovation and
creativity.
India’s home grown pharmaceutical majors, with the aid of civil
society activists and concerned politicians and intelligentsia, saw to it
that acceding to the TRIPS/WTO framework by 2005, did not wreck
India completely, even as the ground beneath their feet seemed to be
slipping with the impending onset of product patents from 2005. The
disadvantage post-2005 was minimised by the implementation of legal
flexibilities wrought and won in the run up to the final TRIPS
Agreement, and reiterated in the Doha Declaration of 2001, and in India’s
national laws. These flexibilities3 include Section 3(d) of the Patents Act
which prevents unwarranted extension of monopolies through the
practice of ‘ever greening’4 and raised the standards of patentability.
Novartis famously lost the case for a patent claim on its product Glivec
(imatinibmesylate) in 2013 even as it sought to question the
constitutionality of Section 3(d) of the Indian Patents Act.
The cartel of Big Pharma already had an experience of being pipped
to the post in South Africa in the early 2000s, when Cipla challenged
them and demonstrated its ability to make available an AIDS cocktail
for less than a dollar a day (Muralidharan 2001). The cartel did not
want the experience repeated. So the narrative was fine-tuned: now
even adhering to TRIPS/WTO is constructed as not good enough.
Bilateral treaties with India are being drafted that try to side step TRIPS
and seek to impose stricter Intellectual Property (IP) regimes. The
‘stricter-IP-regime-is-good-for-your-country-and-your-people’
narrative—see any business press report in the last 10 years—is
unfortunately bought by India’s own business press and sections of
India’s ruling and business elite. In spite of having complied with TRIPS
requirements, India (at the time of writing) is deemed to not have a
‘world class’ IP regime: meaning India refuses to yield despite pressures
from Western especially the US governments and, does not accede to
TRIPS Plus 5measures, such as longer patent periods, diluting Section
3(d) of the Indian Patents Act, adopting data exclusivity and patent
linkage etc., none of which are required as per TRIPS. Part of the strategy
of Big Pharma has been to create newer entry barriers for American
and EU markets. However Indian companies have mostly overcome
these entry barriers, defying local and global Cassandras. Attempts to
create a scare about the quality and efficacy of Indian pharmaceutical
products in the post-2005 era continue.
In the domestic context, some examples of big Indian pharmaceutical
companies challenging foreign ones include: filing of pre- and postgrant oppositions contesting the patents granted to the Western
companies, applications for compulsory license (CL) of some of the
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costly patented products (that have resulted in only one CL to date—
sorafenib, brand Nexavar, useful in certain kinds of blood cancers), etc.6
But the tactics of the Western pharmaceutical lobbies seem to be
paying and even major Indian pharmaceutical companies prefer to play
along than resist and protect their autonomy. Companies like Cipla
and Natco, which have been contesting the patentability of several
products of Western pharmaceutical companies in Indian courts and
with some success, have now thought it best to join hands with Western
pharmaceutical companies. If you cannot beat them, join them—for
instance, many have become willing partners in the so-called voluntary
license agreement of Gilead for its costly Hepatitis C product Sovaldi
(sofosvubir). Voluntary License (VL) is a misnomer: it has nothing
voluntary to it, the terms are advantageous to the licensor and the hands
of the licensee are tied in several ways including restricting the
procurement of API from specific suppliers, etc. There is further
discussion on VLs in the last section.
Medicine Pricing in India: Some Features
The pharmaceutical sector revolution of 1970 to 2005 in India led to a
wide range of medicines being available in India, but access and
affordability have continued to beset consumers and patients. The major
reason for lack of access to medicines is of course overpricing of
medicines and absence of assured access to free universal healthcare.
Other endemic reasons are the predominance of irrational drugs and
of irrational Fixed Dose Combinations (FDCs); irrational prescriptions
Table 13.1: Showing Range of Prices (in INR) to Retailer (PTR)
Used for Calculating Simple Average Price
Name of Drug

Lowest Price
with 1%
market share

Acyclovir 200 mg tabs per 10
Atenolol 100 mg tabs per 10
Atorvastatin 5 mg tabs per 10
Azithromycin 500 mg tabs per 10
Losartan 50 mg tabs per 10

32.70
3.00
13.50
41.6
9.20

Highest Price
Simple Average
with 1%
Price (without 16%
market share
retailer markup)*
148.10
42.30
52.50
393.3
56

62.90
32.10
32.90
171.2
37.10

Note: The range of prices is from the simple average calculation sheets available at
the NPPA Website for each drug. see http://www.nppaindia.nic.in/under ‘What’s
New’. Many of these medicines are available at less than the lowest price indicated
here. See Table 13.2 below.
*
Ceiling price is simple average price plus 16 per cent retailer markup.
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by doctors; no prescription audit; poor or no adherence to Standard
Treatment Guidelines; aggressive drug promotion by drug companies;
and unethical drug promotion and a variety of inducements to doctors
costs of the latter are passed on to consumers in the form of high prices
(Table 13.1). Indeed certain undesirable features of the pharmaceutical
market in India seem to be fairly well established:
Table 13.2: Comparison of DPCO-2013 Rates and RMSC/TNMSC
Rates
(Prices in INR)
No.

1.
2.
3.
4.

5.

2
Name of Drug,
Strength and Use

3
Indication

4
Simple Avg.
ceiling price as
per DPCO-2013
(valid as of
August 2015)

Imatinib Tab 400 mg, 10 tabs
Amlodipine
Tab - 5 mg, 10 tabs
Enalapril Maleate
Tab - 5 mg, 10 tabs
Atorvastatin
Tab-10 mg, 10 tabs

Anti-cancer

2962.7

29.0

10116

31.3

1.0

3150

32.7

1.2

2739

67.4

2.5

2596

19.9

0.8

2522

31.92

1.6

1904

24.9

1.3

1864

21.5

1.3

1576

103

7.3

1311

38.3

2.8

1251

Cetrizine
Tab-10 mg, 10 tabs
6. Atenolol 50 mg,
14 Tabs
7. Domperidone
Tab-10 mg, 10 tabs
8. Diclofenac Sodium
Tab-50 mg, 10 tabs
9. Albendazole Tab400 mg, 10 tabs
10. Fluoxetine hydrochloride Cap-20 mg,
10 caps

Antihypertensive
Antihypertensive
Blood
cholesterol
lowering agent
Antiallergic
Antihypertensive
Antivomiting
agent
Painkiller
To treat worm
infestation
Antidepressant

5
Procurement
rates of
RMSC/
TNMSC as
of 2015 -16

6
DPCO-2013
ceiling price
greater than
RMSC/
TNMSC rate
(in per cent)

*Rajasthan Medical Services Corporation/Tamil Nadu Medical Services
Corporation. Source of Prices: http://www.rmsc.nic.in; and www.tnmsc.com
accessed on August 16, 2016, and DPCO-2013 ceiling prices as of August 2015.
Rows 1 to 5 are from RMSC and 6 to 10 are from TNMSC.
●

●

The same medicine is sold at a range of prices. (See Table 13.1 and
picture on imatinib)
Prescribers tend to advice patients to go in for the costlier versions.
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●

●

●

●

●
●

●

Patients are very vulnerable and there is little consumer resistance.
As a result, costlier brands of the same medicine sell more with a
few exceptions.
It is up to patients to buy or not buy medicines from the retail
pharmacy shops.
The profit margins are anywhere between 100 to 4000 per cent.
(See column 6 in Table 13.2)
As a result, competition seldom brings down the prices of the most
sold brands.7
In fact more players seem to result in a wider range of prices.
Drug prices are fixed by the manufacturers as to what the perceived
target market for the brand can take.
Markets are distorted by unfair and unethical marketing practices
of drug companies adding further to end consumer costs.

The resulting lack of access because of high prices of most prescribed
brands is aggravated by the fact that if a patient goes to a public health
facility, useful medicines are not stocked sufficiently, if at all, or the
patient is asked to buy from a private retail pharmacy shop. The latter
could mean a long trek for most rural patients.
What Can Be Done About Providing Medicines—To Those Who
Need It—In The Public Health System?
The answer is: provide all essential medicines, and provide them free
as it is eminently doable. The financial reasons are discussed later.
We need to make medicines available free in public health services
for the following reasons:
• People seeking treatment in public health facilities will increase.
• There will be a decrease in patients going to private practitioners
and retail drug shops
• And patients will no more be exploited by the pharmaceutical
industry-doctor nexus.
• There will be a decrease in related indebtedness and
impoverishment since:
- Healthcare expenditure is the second greatest cause of rural
indebtedness in India today.
- More than 70 per cent (72 per cent in the rural areas and 79 per
cent in the urban areas) of illness episodes were treated in the
private sector of which around 70 per cent was self-financed.8
(Government of India 2015)
• Sixty-five per cent of India’s population lacks regular access to
essential medicines. (WHO 2004:62).)9
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• Even if patients are able to receive a free check-up at a government
clinic, they are often forced to pay out-of-pocket for the actual
medicines prescribed for their illness.10
• At the local chemist’s shop patients often pay a price 2 to 100 times
higher than the cost offered by pharmaceutical companies to
retailers, private hospitals, nursing homes and government agencies
(See Table 13.2).
Feasibility of Public Provision: The Experience of Tamil Nadu and
Rajasthan
Providing free generic medicines through the Public Health System is
not as costly as assumed. But it needs careful management and fine
tuning at several levels. It has been done most famously by the Tamil
Nadu Government since 1995 (Tamil Nadu Medical Services
Corporation (TNMSC) 2009); the experiment is being repeated in Kerala
since 2007 and in Rajasthan since October 2011 (Lalita 2008). In Tamil
Nadu (population 7.2 crores) the medicine budget is of the order of
INR 300 crores per year for medicines purchased by pooled procurement
by the TNMC. If one extrapolates this to all-India population levels of
say INR 130 crores, by assuming that like in Tamil Nadu, approximately
a maximum of 40 per cent of those who access healthcare services go to
the public health facilities (which is more than most states of India), the
cost of free medicines for all India will be around INR 5,400 crores at
TNMSC procurement prices.11 For a general understanding of the price
differentials of the TNMSC/RMSC procurement rates and the ceiling
prices, (Table 13.2).
Drug Price Regulation
As most states in India still do not have a fully functioning public health
system from primary to tertiary care, most patients tend to use the
private sector.12 Using the private sector often impoverishes the poor
and the middle class alike and is often a cause of indebtedness. In
addition, the decision regarding which medicine to buy is mostly made
by doctors and drug companies. Consumers and their families often
have to make these purchase decisions under distress and therefore
there is no “choice” in the “free” market. In addition, given the market
distortions by pharmaceutical companies in the form of unethical
marketing, the pharmaceutical market is nowhere near the ideal of a
free market and is by and large a case of market failure. Stiglitz (2009)
and Akerloff (1970) have identified the existence of information
asymmetries as a cause of market failure. The pharmaceutical market,
the doctor-patient-pharmaceutical industry interface, is rife with
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asymmetries, leading to market failure.
State intervention and price regulation are therefore necessary when
markets do not work in favour of the poor and vulnerable patients.
Drug price regulation needs to cover at the minimum all essential and
lifesaving drugs, must be based on a formula that does more than a
tokenistic reduction of prices, discourages irrational Fixed Dose
Combinations (FDCs), and addresses the high prices of patented drugs.
The National Pharmaceutical Pricing Policy 2012 (NPPP 2012) and the
Drug Price Control Orders (DPCO 2013) must be seen mostly as not
meeting these criteria, as we show below.
The current price control regime, the DPCO -2013, is a result of the
National Pharmaceutical Pricing Policy (NPPP) 2012, and a byproduct
of Supreme Court directives to the Government of India in a Public
Interest Litigation (PIL)—Writ Petition (WP) (Civil) 423/2003, All-India
Drug Action Network (AIDAN) and Ors. versus Union of India and
Ors. The grounds for the PIL were, inter alia, the overpricing of most
essential and lifesaving drugs in India and the need for their price
regulation. The NPPP 2012 recommends price control only for the drugs
in the National List of Essential Medicines (NLEM) 2011 (and its periodic
revisions) and prescribes what is called a simple average formula to fix
the ceiling prices. The simple average formula, in contrast to a costbased formula (that is cost of all inputs plus margin), says the ceiling
price will be the simple average of the brands, with one per cent market
share, of a drug formulation specified in the NLEM.
Limited Coverage of DPCO-2013: According to the government’s
affidavit filed in the Supreme Court during November 2013, only 18
per cent (INR13,097 crores) of the then domestic market of INR71,246
crores was under price control (using Inter Continental Marketing
Service (IMS) Transportation Security Administration (TSA) December
2012 Moving Annual Total (MAT) data). The actual decrease in prices
was confined to less than 1.8 per cent of the market (Public Health
Foundation of India (PHFI) - Institute for Studies in Industrial
Development (ISID) 2014).13
More recent unpublished estimates by authors (August 2015) show
that the market under price control was around 13.4 per cent of a total
sale of INR 84,017 crores (January 2015, PharmaTrac data).The
breakdown of market excluded from price control per therapeutic
category is as follows: anti-diabetes (93 per cent), anti-malarials (75 per
cent), anti-infectives (69 per cent), anti-neoplastics (80 per cent), bloodrelated (86 per cent), cardiac (80 per cent), derma (95 per cent), gastro
intestinal (90 per cent), hormones (65 per cent), neuro/Central Nrevous
System (CNS) (89 per cent), ophthal/otologicals (95 per cent), pain/
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analgesics (93 per cent), respiratory (96 per cent), sex stimulants/
rejuvenators (100 per cent), stomatologicals (100 per cent), urology (96
per cent), vaccines (71 per cent), vitamins/minerals/nutrients (99 per
cent), others (99 per cent).
This negligible impact is because the price control is applicable only
to the specific strengths and presentations of the 348 drugs mentioned
in the NLEM-2011; and because the ceiling price formula is marketbased, rather than cost-based. We elaborate below.
The former meant that the following categories of drugs are
excluded from price control:
●

●

●

Those other than the specified strengths and presentations of the
348 essential drugs (eg. paracetamol 650 mg and 1000 mg tabs) are
excluded from price control as only paracetamol 500 mg tab is
specified in the NLEM-2011. Paracetamol 650 mg tab is included
in NLEM-2015.)
Chemical analogs are mostly excluded, e.g. atorvastatin is included
because it is the only statin mentioned in the NLEM-2011 but all
other statins like rosuvastatin, simvastatin, etc., are excluded. In
NLEM-2015, ramipril has been included along with enalapril, but
other Angiotensin-Converting-Enzyme (ACE) inhibitors will
therefore continue to be excluded from price control.
All existing combinations, of NLEM plus NLEM, NLEM plus nonNLEM, and non-NLEM plus non-NLEM medicines, are excluded
from price control.

As per the so-called market-based formula, Ceiling Price, as we
mentioned earlier, is decided by taking the simple average price of prices
(to the retailer) of brands with more than 1 per cent market share plus
retailer’s trade commission of 16 per cent. This is contrasted to cost-based
formula for the previous DPCO 1995 (that is cost of raw material plus
conversion costs plus a 100 per cent margin). The result of this is that if
several brands of the same drug are priced at the higher end, the simple
average and therefore the ceiling price tends to be high. In fact, in most
cases because of the simple average formula, the DPCO-2013 prices are
way high and therefore provide legitimacy to high prices of top-selling
brands. These statements are illustrated in Tables 13.1 to 13.3.
Table 13.3 with data from LOCOST, the Vadodara-based not-forprofit generic manufacturer, compares by way of example, conversion
costs and raw material costs of some tablets. It is seen that conversion
costs as proportion of total cost of the tablets are 32 per cent to 62 per
cent. Of worth comparing is Total Cost (Cost Price) in column 7 and the
DPCO-2013 Ceiling Price as of August 2015 (Column 9). This illustrates

1,337
16,887
1231
3,136
3,499

(2)
2,500
89,000
20,000
140, 000
100,000

(3)

No of
Tablets per
kg of Raw
Material

5.35
1.90
0.62
0.22
0.35

(4)

Cost of
API per
10 tabs

5.99
2.07
0.72
0.36
0.45

(5)

Total Raw
Material
Cost per
101 tabs

2.91
1.22
0. 82
0. 59
0.70

(6)

Conversion
or Mfg
Costs per
10 tabs2

8.90
3.29
1.54
0.95
1.15

(7)

Total
Cost
per 10
tabs

33
37
53
62
61

[6/7]

103
67.40
22.80
31.30
19.90

(9)

Conversion DPCO-2013
or Mfg Cost Ceiling Price
as percent
as of Aug
of Total
2015 per
Cost(8)
10 tabs

1
Cost of API plus excipients.2 Labour plus electricity plus packing material, etc. Note: In the case of relatively low-priced material and
with low strengths (like 5 mg, 10 mg) of medicines like cetrizine, amlodipine, etc., the cost of conversion is as almost as much as the Raw
Material. In the case of amlodipine, the Raw Material cost is less than the conversion cost. Please compare the cost price (Col. 7) and
DPCO-2013 ceiling price (Col.9) – both are in bold.
Data Source: LOCOST 2015 and DPCO 2013 ceiling prices.

Albendazole Tabs 400 mg
Atorvastatin Tabs 10 mg
Atenolol 50 mg Tabs
Amlodipine 5 mg
Cetrizine Tablets 10 mg

(1)

Name

Raw
Material
Price
per kg

Table 13.3: Conversion or Manufacturing Costs as Percent of Cost Price; and Cost Price Compared to DPCO2013 Ceiling Price (in Rupees)
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the absurd nature of the overpricing legitimised by the Simple Average
Formula and the so-called Market-based Pricing Mechanism.
Omission of Useful Life-Saving Drugs in the NLEM-2011 and
NLEM-2015
As mentioned above, at the time of going to the press, a revised NLEM
was announced in December 2015, hereafter NLEM-2015. Our
comments below and elsewhere in the chapter are applicable to both
NLEM lists unless indicated otherwise. Indeed the recommendations
of the NLEM-2015 Selection Committee with respect to price control
continue to be regressive: it leaves out, like NLEM-2011, all isomers,
derivatives, chemical analogs, limits to specific dosages, etc. The problem
is because the NLEMs, either 2011 or 2015, were not made with price
control as the major focus. In fact, there needs to be a separate expanded
list of essential and lifesaving drugs that remedies the problems of
relying on an NLEM for price control.
Highly expensive drugs like meropenem, imipenem, cilastatin,
tigecycline, colistin, abciximab, tirofiban, eptifibatide, and many are
out of the NLEM-2015 and hence out of price regulation. In addition,
many useful drugs for asthma—for example monteleukast—are
excluded from price control. For diabetes, only glibenclamide,
metformin and insulin (of a certain kind only) were under price control
as only these were mentioned in NLEM-2011. In the NLEM-2015,
however glibenclamide has been replaced by the more useful
glimepiride but other overpriced and useful diabetics like acarbose or
gliptins continue to be excluded. (We should clarify that some antidiabetics not mentioned in NLEM-2011, like glimepiride, gliclazide,
migitol, repaglinide, pioglitazone, sitagliptin, voglibose and acarbose,
were sought to be brought under price control on July 10, 2014, by the
NPPA by special notification under Para 19 of DPCO-2013. Paragraph
19 empowers the National Pharmaceutical Pricing Authority (NPPA)
to fix/revise the ceiling price or retail price of any drug which it deems
necessary for the interest of the public in case of any extraordinary
circumstances. But many leading manufacturers took the government
to court, and obtained a stay on the ceiling prices to be further notified
under Para 19. The stay has since been lifted in the Bombay High Court
during September 2016 and an appeal by drug companies in the
Supreme Court against the stay through a Special Leave Petition (SLP)
was denied in October 2016. The legitimacy of price control using
powers under Para 19 stands restored at the time of writing.
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Case of Anti-Diabetics as Illustration of the Ineffective Price
Control Policy
As mentioned earlier above, 93 per cent of anti-diabetics are out of price
control when many are costly. India has the largest burden of diabetics
in the world, with an estimated 67 million patients with diabetes. Like
tuberculosis, untreated diabetes is a killer disease and all anti-diabetics
should be considered as life-saving medicines especially in view of the
fact that diabetes runs a more pernicious course in Indian patients.
However, most oral hypo-glycemics were not part of the NLEM-2011.
The situation is true of NLEM-2015 too. Only two oral hypoglycemic
medicines were included inNLEM-2011—metformin and
glibenclamide—apart from certain types of injectable insulin. In NLEM2015, glibenclamide has been replaced by glimepiride. There is, however,
a need to include the following groups of oral anti-diabetics too so that
they all can be put under price regulation:
●
●

●
●

Thiazolidinediones (e.g. pioglitazone)
Dipeptidyl peptidase-IV (DPP-IV) Inhibitors (e.g. vidagliptin,
sitagliptin),
Alpha-glucosidase inhibitors (acarbose, miglitol),
Megltinides (e.g. repaglinide, nateglinide, etc.)

Insulins: Insulins are life-saving injectable anti-diabetic medicines. If
patients who need insulin are deprived of insulin they would undergo
rapid worsening of diabetes leading to death. The NLEM-2013 covers
regular and NPH insulins but does not mention most of their
combinations. A combination of the two insulins is very commonly
needed in patients with diabetes. Secondly, newer insulin analogs like
glargine, detemir are also needed in many patients. They are very
expensive and are not in neither NLEM-2011 nor NLEM-2015. These
are lifesaving medicines and many patients in India need insulinsubstitutes. As these are expensive and under patent, compulsory
licenses must be thought of as a policy to make these medicines
affordable.
Table 13.4: Details of Anti-Diabetics Market

Fixed Dose Combinations
Single Ingredient
Insulin
Total

Sales for 12 months ending
Jan 2015 (in INR cr.)

Percentage

3266
1694
1448
6408

51.1%
26.4%
22.6%
100%

Source: Calculated from PharmaTrac January 2015
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Table 13.5: Percent of Anti-Diabetics Market (Without Insulin)
Under Price Control
Sales for
12 months
ending
Jan 2015
(INR cr.)

Percentage of
Total Antidiabetics
Market
(without
insulin)

Sales of market
Under Price
Control related
to NLEM-2011
medicines
(INR cr.)

Sales of market
Under Price
Control related
to para 19
notifications
(INR cr.)*

Fixed Dose
Combinations
Single Ingredient

3266
1694

65.8%
34.2%

Nil
228

Nil
996

Total

4860

100%

228
(4.7%)

996
(20.5%)

Source: Calculated from PharmaTrac January 2015.*Sales figures correspond to a
period of about 6 months before July 10, 2014 price notifications and 6 months after
the notifications.

Tables 13.4 and 13.5 below show that the majority of oral antidiabetic medicines are out of price control. They show that before the
July 10, 2014 notifications,14 4.7 per cent (INR 228 crores) of the antidiabetics market (without insulin) was under price control.
After July 10, 2014, the figure under price control was 25 per cent
(INR 1224 crores). But the July 2014 notifications giving ceiling prices
of other non-NLEM anti-diabetics were indifferently, if at all, complied
with pharmaceutical majors. During September 2016, the challenge to
these notifications was dismissed.
Fixed Dose Combinations and Price Control
The above figures for anti-diabetic combinations underlie a related
malaise, namely of prevalence of unnecessary fixed dose combinations
(FDCs) that also add to the problem of pricing. FDCs are acceptable as
rational only when the individual dosage forms, when combined,
ensures better compliance, or when the combination has a proven
advantage, or synergy, in terms of better safety and efficacy, when taken
simultaneously. Most fixed dose combinations are out of price control
because they are not in the NLEM-2011 (and neither in the NLEM-2015).
Many of them also happen to be irrational and deserve to be weeded
out. They also have a problem of having been licensed for manufacture
by the state licensing authorities without having marketing approval
from the Drugs Controller General of India (DCGI) (If a formulation is
new, its efficacy and safety data need to be first submitted to the DCGI
for marketing approval. A drug is ‘new’ for 4 years after its introduction
in the market). FDCs account for roughly about 42 per cent of the
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domestic market that is about INR 37,800 crores of the INR 84,017 crores
market 15 and not more than 50 per cent of this figure is rational.
(Estimates done for a Representation to the Government and Supreme
Court, August 2015 by authors in the Public Interest Litigation All India
Drung Action Network AIDAN and Ors. Versus Union of India and
Others, Writ Petition (Civil) 423/2003). Much of the expenditure of
patients goes for fixed Drug Combination (FDCs), many of which are
overpriced, unscientific and unnecessary.
Table 13.6 below shows the anomalous situation of paracetamol
(Brand: Crocin, Calpol, etc.),where the sales of the rational formulation
paracetamol 500 mg is a fraction of other formulations involving the
painkiller.
Table 13.6: Market for Single Ingredient versus Combinations of
Paracetamol
Sales for 12 months
ending Jan 2015
(in INR crore.)

As per cent of total
paracetamol market
of INR 3285.5 crore.

181.6

5.5%

Single ingredient formulations
in price control
Single ingredient formulations
not in price control
Fixed Dose Combinations
(not in price control)

427.5

13%

2676.4

81.5%

Total

3285.5

100%

Source: Calculated from PharmaTrac January 2015 data. See Note 13.
*Likely to be under price control after NLEM-2015 is taken as the basis for price
control. Market Out of Price Control: Market for Paracetamol Combinations + Other
Strengths of Paracetamol = INR 3285.5 crores. Out of this, 94.5% is out of price
control. Total single ingredient paracetmol formulations is INR 609.1 crores out of
which only 30% (INR 181.6 crores) is under price control.

Under price control, those that are mentioned in NLEM-2011, are:
500 mg tablets, 150 mg/ml injections, 125 mg/5 ml syrup and
suppositories 80 mg and 170 mg. Sales of these presentations under
price control are INR 181.6 crores (30 per cent of single ingredient
paracetamol market and only 5 per cent of the total paracetamol related
formulations market, for 12 months ending January 2015. (Under
NLEM-2015, as already mentioned above, paracetamol 650 mg tabs have
been included although gh this is irrational. So it can be expected to be
under price control in 2016).
The sale of fixed dose combinations of paracetamol (non-NLEM2011 medicines) at INR 2,676.4 crores is almost 14 times that of single
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ingredient paracetamol (NLEM-2011 medicine) sales (INR 181 crores).
Even sales of non-NLEM single ingredient formulations of paracetamol
at INR 427.5 crores are almost double (2.35 times) that of the sales of
single ingredient paracetamol formulations under NLEM. (Tables 13.6
and 13.7).
Table 13.7: Breakup of Single Ingredient
Formulations of Paracetamol
Strength

Sales in INR cr. for 12
months ending Jan 2015

120 mg/5 ml (syrups)
23.4
120 mg/5 ml (syrups)
23.4
125 mg/5 ml (syrups)
46.8
150 mg injections
14.2
250 mg/5 ml (syrups)
117.2
300 mg tablets
1.6
325 mg tablets
0.3
500 mg tablets
120.4
80 mg and 170 mg suppositories
0.2
650 mg tablets
142.5
750 mg tablets
1.7
1000 mg tablets
7.7
Others
133.1
TOTAL Single Ingredient Sales
INR 609.1 cr.
With 70% of INR 609.1 cr out of price control

Under Price
Control?
No
No
Yes
Yes
No
No
No
Yes
Yes
No*
No
No
No

Source: Calculated from PharmaTrac January 2015 data.

Over the last 10 years there have been sporadic efforts by the DCGI’s
office to clean up the situation regarding FDCs. On January 15, 2013,
the DCGI again wrote a letter requesting the State Licensing Authorities
(SLAs) to ask the manufacturers of such formulations to submit, to the
office of DCGI within 18 months, the data on safety and efficacy of
FDCs permitted by the SLAs but not approved by DCGI before October
1, 2012. In response, the Office of DCGI received more than 6,000
applications. A committee under the chairmanship of Prof. C.K. Kokate
was constituted for examination of the 6,000 plus applications in a timely
manner.
The Kokate Committee gave its Report in March 2016. The
committee recommended the ban of 344 FDCs—totalling about 1080
applications as several brands had the same FDC. Some top-selling
brands that were recommended for ban included Corex, Phensedyl,
Vicks Action 500, etc. The Delhi High Court stayed the ban during
March-April 2016 as several aggrieved manufacturers approached it.
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The Court heard arguments for and against the ban during March-June
201616.On December 1, 2016, the Delhi High Court in its order quashed
the ban on grounds that the Drug Technical Advisory Board (DTAB)
was not consulted in the process leading up to the ban. The order is
being appealed by the government in the Supreme Court. As and when
the legal issues are finally settled, the Kokate Committee will pronounce
on another 944 FDCs (corresponding to 1,730 applications).
It is worth remembering that the FDCs considered for ban by the
Kokate Committee are only those which were licensed for manufacture
by the State Licensing Authorities without approval for safety and
efficacy by the central government. There are another set of FDCs
worthy of ban that are in the market because of approval by the central
government but irrational. In the meanwhile, the government may
consider bringing under price control, all FDCs in the market that
contain one or more of the NLEM-2015 medicines. This will at least
minimise the economic burden on patients. Weeding out many of these
FDCs will lessen the burden on the patient by not having to consume
irrational and unscientific FDCs. But the issue of high prices of those
FDCs that remain in the market still needs to be addressed.
Pricing of Patented Drugs
Pricing of a patented drug has become a contentious issue as there is no
clear agreement on what it costs to discover a drug. In a rather opaque
study by the Tufts Center for the Study of Drug Development, a figure
of US $2.6 billion was arrived at as the cost of discovery per drug for
pharmaceutical companies.17 There have also been recent incidents of
other investment adventurism by some pharmaceutical companies in
USA where prices of old drugs have been increased to new
unimaginable and unaffordable levels. In the case of pyrimethamine,
the 4,000 per cent hike was defended by the company CEO as ‘altruistic
not greedy.’18
In India, post-2005, there are only three options to reduce the cost
of high priced patented drugs sold in India:
a) Use a standard formula that factors in the prices of the patented
drug in the developed economies and per capita incomes in the
respective developed countries.
b) Negotiate with the patent holder companies for a lower price.
c) Get the patented drug made by Indian drug manufacturers
under CLor through government use of provisions of the Patents
Act (Sections 84, 92, 100). These are TRIPS sanctioned flexibilities
and therefore do not violate TRIPS obligations.
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The first option: to date no formula that is acceptable and produces
consistently acceptable results for all stakeholders has been evolved.
The second option of price negotiations assumes that the government
will have a base price to negotiate with the patent holder company. In
the absence of transparency about what it costs to discover a drug, and
because of considerable reluctance of pharmaceutical companies to share
such data, it is next to impossible to arrive at a successful price
negotiation of otherwise high price patented drugs. In both the above
cases, in case the attempts to arrive at an agreed price for price control
are successful but the resulting price arrived at is unacceptable to the
consumers, options to renegotiate with the companies or use other policy
options like a CL (see below) may be foreclosed. This is because if the
matter goes to litigation, the government will not have a plausible
argument to counter in the courts as it would have been a party to the
formula/negotiation.
The third option of using a CL is more feasible. To hope that Indian
drug companies will suo moto apply for CLs is not a steady option: one
has to defence on a fortuitous chain of circumstances that includes filing
of a CL by a private Indian company, and successful defence of its CL
application at every stage of the inevitable opposition by the patent
holder. This may take years and in case the courts overrule the CL
application, then there would be no other route to lower prices but to
wait out the expiry of the patent term.
Alternatively the government can use Section 92 of the Patents Act
(notification by the government that a CL needs to be issued for public
non-commercial use, national emergency or extreme urgency) for a
broad class of diseases, and/or Section 100 (for government use). But
here the major obstacle is the government itself and its various
ministries. A government that is keen on cultivating a ‘strategic’
relationship with Western powers, especially the USA, will be hesitant
to go in for CLs or government use as option for fear of stoking further
the disinformation that India has an unfavourable IPR climate and a
less-than-world class IP regime. No amount of comparisons with
Thailand and no amount of if-Thailand-can-do-it-why-not-us arguments
would appear to persuade the Government of India for government
use CLs (Wibulpolprasert et al. 2011).
A fourth option that is being advocated as an option is something
we mentioned in the earlier part of the paper, namely, VL: where the
patent holder allows Indian drug companies to manufacture under a
license with certain terms and conditions—conditions that may bind
the Indian licensee to the price it can sell and the markets it can sell
plus of course a royalty, even in cases where no patent has been granted
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for the medicine. A recent instance of VL is the case of sofosvubir for
treatment in hepatitis C, and the VLs issued to eight Indian drug
companies by Gilead. Gilead’s price was/is 1000 dollars per 400 mg
pill in the USA working out to USD$ 84,000 for the full 12-week course
of treatment. As a result, the sales of sofosbuvir (brand Sovaldi) by
Gilead were slightly over US $10 billion in 2014.19 The voluntary license
awarded to Indian companies was partly to ward off the criticism. The
Indian companies under VL are selling at less than $480 for a 12-week
course. Researchers from Liverpool University find that ‘even assuming
a 50 per cent profit margin for the manufacturer to cover capital
investment and return to shareholders, it would now be possible to sell
a 12-week course of the drug for $178.’ 20 Our point is that only
manufacture under CL by several manufacturers in India will enable
one to discover the equitable price of sofosvubir that is affordable for
India’s citizens.
Figure 13.1: Same Drug: Different Prices

Source: RMSC website, accessed January 9, 2016

“For example, if a doctor has to treat a patient with blood cancer,
he may advise the salt imatinib by various brand names. If he has
prescribed brand Glivec a month’s course will cost INR 1,14,400 to the
patient. Whereas, the same anti-cancer drug, but with a different brand
name Veenat costs just INR 11,400. Cipla supplies the generic equivalent
of this drug imatinib at INR 8,000 only, also Glennmark supplies it for
INR 5,720. All these brands contain the same salt imatinib, in the same
quantity, conform to the same quality standards and are equally
effective.” ( RMSC website: unpaged )
Likewise imatinib mesylate tablets of 400 mg are now available at
less than INR 100 for 10 tablets (Figure 1). The RMSC procurement price
is INR 29 for 10 (see row 1, Table 13.2). The same medicine as branded
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Glivec was being priced at around INR 4,000 for 10 (or famously INR
1.2 lakh for a month’s course at 13,700 per cent more) before Novartis
lost the case in the Supreme Court in April 2013. No amount of price
negotiations or formulaic exercises would have been able to achieve
such a drop in prices. The case for local manufacture and competition
of many costly patented drugs seems to be strong. (The DPCO-2013
ceiling price fixed at INR 2,962.70 for 10 tablets, 100 times higher than
the RMSC procurement price, only shows the ineffectiveness of the
simple average mechanism of the DPCO-2013, as against the cost plus
method of ceiling price fixation).
Patents are a form of monopoly. Patent holders will be reluctant to
shed this monopoly unless compelled to do so in public interest by
mechanisms like the compulsory license and government use
provisions. In addition, countries like India need to be careful not to
sign treaties like the Trans Pacific Partnership Agreement (TPPA) that
can force adoption of TRIPS-plus provisions such as patent linkage,
data exclusivity, patent terms extensions, arbitration outside the scope
of India’s legal system or undermine the carefully crafted public health
safeguards in the Indian IPR regime.
Conclusion
Medicines are for promoting health and human welfare therefore, they
cannot be left to the markets. Their prices need to be regulated as much
as their quality. The DPCO-2013 while attempting to cap prices does so
ineffectively. It has in many cases legitimised the already prevalent
overpricing in the Indian market. We need a modified and improved
pharmaceutical pricing policy that enlarges the scope to an enlarged
list of essential and useful life-saving drugs and all formulations
involving them. In addition, there is an urgent need to weed out
irrational drugs and unscientific fixed dose combinations. Price control
of patented drugs cannot be done effectively except by resorting liberally
to use of compulsory license provisions by the government.21For the
realisation of these reforms, we need a government with political will
and which prioritises people’s health above all.
A well-organised procurement policy and free medicine scheme in
all public health facilities on the lines of the Tamil Nadu and Rajasthan
governments is an achievable goal for all state governments in India
and it costs very little. Such a free medicine scheme needs to be a part
of a larger comprehensive rational drug policy as was planned by the
Delhi State Government in 1994. 22 It also needs to be part of a
comprehensive understanding of the role of Intellectual Property Rights
and patents in limiting access, availability and affordability to medicines,
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and the role of strategic use of TRIPS flexibilities so that India’s
pharmaceutical industry can be not only the pharmacy of the developing
world but also a pharmacy to India’s own poor and disadvantaged.
NOTES
1. Parts of this chapter draw from the authors’ previous works.
2. Source: Pharma Trac MAT for 12 months ending December 2016 and
India Brand Equity Foundation, https://www.ibef.org/industry/
pharmaceutical-india.aspx, accessed March 30, 2017
3. These flexibilities included among other things:
• Section 3 (d) of the Patents Act was amended to exclude patentability of
new forms (including derivatives of old drugs or combinations of old
drugs) of known substances unless there is significant enhancement of
efficacy;
• New use of an old drug, is not to be considered an invention and hence
not patentable;
• Pre-grant opposition to patents applications was retained;
• Post-grant opposition to granted patents was introduced.
In addition, definitions of ‘invention’, ‘inventive step’, etc. that is of terms
related to patentability criteria were modified by the 2005 amendments.
Other measures to safeguard against patent abuse were introduced
through the 2005 amendments as well as earlier amendments of the 1970s
law were reinforced: Compulsory license (license to generic companies
to produce and market); government use (public non-commercial use)
patents; Bolar exception (preparation for generic launch, i.e. production
for marketing approval) and parallel importation.
4. Evergreening refers to the tendency of patent holders to extend the life
of the patent by claiming patents for new use or minor changes when the
patent period is about to expire. It is almost always an abuse of the patent
system.
5. According the Finance Minister, India was not ready to engage with any
one on ‘TRIPS PLUS’ issues which could lead to ever-greening of patents
or blocking of compulsory licences affecting access to medicines. October
20, 2016. http:\\www.thehindu businessline.com/economy/policy/
india-to-us-will-not-tighten-ipr-rules-beyond-trips-mandate/article
9246323.ece
6. For a commentary, see: Srinivasan 2012c.
7. We (authors) would like to qualify this. Competition in the classical sense
(of many producers entering the field resulting in reduced price of a drug)
does not occur in the Indian pharmaceutical market most of the time.
When a generic enters the market for the first time, there is competition
and lowering of prices, of the API as much as the formulation, with respect
to the price of the innovator—but after some time when several producers
start making the same formulation, the generic formulation is sold at a
wide range of prices, positioned as it were to the varying purchasing
powers of its buyers. However because of lack of choice for the consumer,
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8.

9.
10.

11.

12.

13.

14.

15.
16.
17.

the bulk of the market is skewed towards the higher priced brands.
Therefore at this stage the principle that ‘many producers will bring down
the price of the product’ does not work. There is competition of sorts but
it does not work in favour of the consumer for he/she is told by prescribers
and competing drug companies that the lower the price, the less the
efficacy of the medicine, a fiction that is by now well-entrenched despite
evidence to the contrary.
“...more than 70% (72 per cent in the rural areas and 79 per cent in the
urban areas) spells of ailment were treated in the private sector (consisting
of private doctors, nursing homes, private hospitals, charitable
institutions, etc.).
Quoted in Para 3.2.5 along with graphic “Percentage distribution of spells
of ailment treated during last 15 days by level of care separately for each
gender” in Government of India 2015:20.
This figure is for 1999, almost 20-years old. But things have not vastly
improved since and in some states it is probably worse.
“Expenditure on merely 6% hospitalised treatment in urban areas was
reimbursed partly or fully, whereas the similar figure for rural areas was
only a meagre 1%.” About 80 per cent of those seeking treatment do not/
did not have health protection in the form of insurance and the treatment
costs are mostly self-financed. See statements 3.12 and 3.13, and related
narration in Government of India 2015: 28-9.
This figure of INR 5,400 crores approximately is after making provisions
for 20 per cent of the population who are currently not able to access any
form of health services (Phadke and Srinivasan 2011).
See also Gupta et al. 2015.
“In the rural areas, 42% hospitalisation took place in public hospitals,
and 58 per cent in private hospitals. The corresponding percentages in
urban India were 32 per cent and 68% respectively.” Government of India
2015: 22, Para 3.3.3.
The figure of 1.8 per cent is from An Independent Evaluation of the National
Pharmaceutical Pricing Policy 2012 and DPCO-2013, PHFI-ISID Collaborative
Research Programme, March 2014.
These notifications used powers under Para 19 of the DPCO 2013 to put
other drugs—not in the NLEM 2015 and therefore not under price
control—to be put under price control. These notifications were
challenged by sections of the pharma industry. The Bombay High Court
in September 2016 upheld these notifications and subsequently also the
Supreme Court.
These figures are from Pharmatrac for January 2015.
For details of the context of the ban and the legal issues therein, see:
Srinivasan et al. 2016.
See: http://csdd.tufts.edu/files/uploads/cost_study_back grounder.
pdf. Accessed January 8, 2016.
For a commentary, see: Jerry Avorn, M.D. The $2.6 Billion Pill —
Methodologic and Policy Considerations. N. Engl. J Med 2015; 372:18771879.
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18. See https://www.washingtonpost.com/news/to-your-health/wp/
2015/09/22/turing-ceo-martin-shkreli-explains-that-4000-percent-drugprice-hike-is-altruistic-not-greedy/
Also “No Justification for High Drug Prices”, New York Times, Editorial,
December 19, 2015.
19. Quoted at http://www.nytimes.com/2015/02/04/business/sales-ofsovaldi-new-gilead-hepatitis-c-drug-soar-to-10-3-billion.html.Accessed
January 8, 2016.
20. Quoted at http://www.aidsmap.com/page/3021833/. http://
www.aidsmap.com/page/3021833/. Accessed January 8, 2016.
21. As we go to the press, an interesting review paper prepared for the Annual
Review of Economics has been under discussion. The author Petra Moser
of the paper ‘Patents and Innovation in Economic History’ on the basis
of empirical and historical evidence suggests, ‘that patents were not a
necessary condition for innovation, and that the large majority of
innovations occurred outside of the patent system. Policies that limit the
scope of patents (such as compulsory licensing) have encouraged
innovation, while policies that strengthen the monopoly power conveyed
by patents (such as unregulated patent pools) have unambiguously
discouraged innovation.’ On compulsory license, the author says: ‘ Firms
under threat of compulsory licensing today argue that it will weaken
their incentives to invest in R&D. The historical records, however,
suggests the opposite. Baten, Moser, and Bianchi (2015) collect and analyse
firm-level data on German patents to examine invention by German firms
that were differentially affected by compulsory licensing under the
TWEA. This analysis indicates that compulsory licensing was associated
with a 28 per cent increase in patenting by German inventors.’ http://
ssrn.com/abstract=2712428, Accessed January 20, 2016.
22. See: http://www.delhi.gov.in/wps/wcm/connect/f00bd000 42170222b
808bf2ac334b5d9/Drug_Policy_of_ the_State_of_Delhi%5B1%5D.pdf?
MOD=AJPERES&CACHEID=f00bd00042170222b808bf2ac334b5d9.
Accessed December 1, 2015.
For a detailed account, see: Roy Chaudhury et al. 2005; Mathur 2006.
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Vaccines and Vaccine Policy for
Universal Healthcare
Y. Madhavi

Introduction
Vaccines are among the cost-effective preventive tools of disease
management in primary healthcare. Vaccines are useful for mass
immunisation, especially against diseases that are spread uniformly in
populations and when their use is balanced with other public health
measures. One should not forget that other public health measures such
as sanitation, hygiene, safe drinking water, good living conditions and
nutrition brought down infectious diseases in Western societies, even
before vaccines were introduced (Mackenbach et al. 2008; CDC 1999).
Traditionally, vaccines are developed, produced and supplied by public
funded organisations all over the world. However, recent trends indicate
just the contrary; where vaccines are produced predominantly by the
private sector. Currently, the global vaccine business is dominated by
the private industry concentrated in a few multinational corporations.
The world vaccine market is worth US $24 billion in 2016, and it is
expected to grow US $61 billion by 2020 (Guzman 2016). The Indian
vaccine market was placed at around US $500 mn in 2012 (Bhadoria et
al. 2012: 11), and expected to grow by 5-7 per cent to reach US $550 to
570 million by 2020 (Ibid.: 25).
Vaccines have always constituted a small share of the global
pharmaceutical industry. The vaccine market share that was around
0.3 per cent of the pharmaceutical industry in the USA, and 0.1 per cent
in India in the pre-1990s (Anonymous 1985) has grown to 2 per cent of
the world pharmaceutical industry (Srinivas 2004: 27). Vaccines have
become the growth drivers of the global pharmaceutical industry today
and are indispensable owing to global and national immunisation
policies.
Trends in the last two decades in India show steep growth of the
private vaccine sector whose growth is reflected in the availability of
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abundant expensive new vaccines and their combinations. This is the
case when there is shortage for primary vaccines that are under the
national immunisation programme (Madhavi 2005; 2009b). The shortage
of primary vaccines is largely attributed to the closure of around 23
Public Sector Units (PSUs) in the last 10 years. As of February 2008,
only four functional vaccine PSUs existed in India (Madhavi 2009b).
The growth of the private sector in India did not contribute to the
reduction of demand–supply gaps in primary vaccines, as the private
sector is interested in profitable new expensive vaccines. In fact, the
steep growth of the private sector and the declining role of the public
sector due to liberalisation distorted national immunisation and vaccine
policies in India (Madhavi 2005; 2008; 2009a and 2009b). The rate at
which vaccine markets are growing and the aggressive vaccine
promotional trends through a number of factors such as: (a) industrysponsored advocacy; (b) donations; (c) international alliances (the Global
Alliance for Vaccines and Immunisation (GAVI), the International AIDS
Vaccine Initiative (IAVI), Malaria Vaccine Initiative (MVI), etc.; (d) global
organisations (the World Health Organisation (WHO), World Bank
(WB), United Nations Development Programme (UNDP), etc.; (e)
advance market commitments; and (f) Public Private Partnerships
(PPPs) indicate that the ‘supply push’ factors have come to determine
the use of vaccines in public health. The current vaccine promotional
trends indicate that vaccines are increasingly becoming the ideology of
public health as ‘one vaccine fits all’ for all populations alike though
pathogen strain specificity, variability and suitability from which
vaccines are made is an important determinant of the suitability of the
vaccine to local populations. Indian experience in vaccines is a glaring
example and it underscores the need for an evidence-based sustainable
national vaccine policy (Madhavi et al. 2010) for appropriate use of
vaccines that are needed for public health for universal healthcare. Given
this background, the current chapter analyses the context and the place
of vaccines under universal healthcare proposed in the Twelfth Five
Year Plan (FYP), to achieve health for all and its implication for public
health, disease management and national health security.
Vaccines Under Universal Healthcare
Vaccines received scant attention in the working group reports of the
Planning Commission (PC) for the Twelfth FYP under the banner
‘universal healthcare’, where emphasis was laid on access to essential
medicines. There is no separate chapter on vaccines either in the High
Level Expert Group (HLEG) or Steering Committee reports of the PC,
though the importance of vaccine use was acknowledged, and emphasis
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was laid on continuation of mass immunisation of all existing vaccines
(TT, DT, DPT, Measles, BCG, OPV and hepatitis B under the Expanded
Programme on Immunisation (EPI) which is also referred to as the
Universal Immunisation Programme (UIP) or National Immunisation
Programme (NIP). Selective immunisation of Japanese Encephalitis (JE)
vaccine in endemic regions was also recommended.
The Working Group on Communicable Diseases for the Twelfth
Five Year Plan (Government of India (GoI) 2011) documented the
formation of a new technical centre for vaccine preventable diseases
that was approved in the Eleventh FYP by the Cabinet Committee on
Economic Affairs (CCEA) in 2010, as a part of the expansion of the
National Centre for Disease Control (NCDC). The mandate of the Centre
for Vaccine Preventable Diseases is to work strategies for Polio/
Measles/MMR/Meningitis, Rabies, viral Hepatitis and newer vaccines
vigilance and policies (Ibid.).
The Working Group of the Planning Commission in its
pharmaceuticals chapter makes a passing mention of vaccines and sera
under the Public Sector Units (PSU) section and it is non-committal on
vaccine PSU capacity building. It completely ignores the ongoing heated
debate on Indian vaccine PSUs and their significant contribution in the
development and production of EPI vaccines at crucial times when the
demand–supply gap was at its peak since the closure of three crucial
PSUs in January 2008 (MoHFW 2011; Madhavi 2008; 2009a;
Parliamentary Standing Committee on Health Reports 2009a; 2009b;
2010 and 2011). Despite shortcomings, PSUs have always met
immunisation needs in times of crisis. This is a reflection of the fact that
they can play a pivotal role in the production of essential vaccines (based
on the need backed by scientific evidence) to suit the Indian population.
However, it is not clear whether this deliberate silence in the PC reports
on vaccine PSUs is to let the private sector and large Multinational
companies (MNCs) capture the PSU’s captive universal vaccine market
through combination vaccines (pentavalent vaccines) in the future. The
public sector is clearly sidelined in the policy discourse as the PPP model
becomes the favourite slogan. This is evident from the fact that the Union
Health Ministry has allotted 594 crores for the upcoming new vaccine
park spread over 100 acres in Chengalpattu in Tamil Nadu ((Sinha 2012)
with the PPP model, while vaccine PSUs that are under the same
ministry are struggling to become WHO–cGMP (current good
manufacturing practices) compliant.
A review of PPPs to access vaccines that are needed, an analysis of
local evidence to establish vaccine need, a national vaccine policy for a
rational decision-making in the following sub-sections would put the
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entire vaccine debate in context and its relevance in universal healthcare.
PPPs and Distorted Vaccine Needs
According to the WHO, PPP is a ‘means to bring together a set of actors
for the common goal of improving the health of the population based
on the mutually agreeable roles and principles’ (Buse and Walt 2000:
549) ). Though the concept of PPP is defined by various scholars
(Balgescu and Young 2005) and agencies (UNDP 1998; World Bank (WB)
1998), the most commonly used definition in the health arena is the one
proposed by Kent Buse and Gill Walt, London School of Hygiene and
Tropical Medicine: ‘A collaborative relationship, which transcends
national boundaries and brings together at least three parties, among
them a corporation (and/or industry association), and an intergovernment organisation, so as to achieve a shared health-creating goal
on the basis of a mutually agreed division of labour’ (Buse 2004:226).
PPPs have evolved in the post-1990s as a means to solve all healthrelated problems. They are perceived as complementing each sector’s
strengths to meet a common goal, to achieve equity in health between
rich and poor countries. The enthusiasm for a PPP approach to global
health problems arose in response to convergence of a number of forces
during the mid- and late-1990s. First was the growing scepticism
directed at an entirely private sector-driven approach. Second was a
growing pattern of collaboration in the US between the government,
private universities and private pharmaceutical companies as initiated
by the Bayh– Doyle Act. Third was the decision by the Rockefeller
Foundation, the Bill and Melinda Gates Foundation, etc., to rely on the
PPP model to address the growing worldwide crises of HIV/AIDS,
malaria, tuberculosis and other major diseases (Donald 2007).
Collaboration of academic institutions with industry to develop
specific medical products and therapies has become a common trend
in the 1990s (Blumenthal et al. 1996). Organisations such as the WB,
UNDP, and WHO have actively encouraged constructive partnerships
with the private sector under the theme of the comprehensive
development programme. The growth of international Nongovernmental Organisations (NGOs) and their new interaction with
private firms and international organisations also increased in the 1990s.
Private foundations in the United States (US) assumed an active role to
support PPPs. Increased NGO advocacy (for example, MSF, France)
and influence pushed public health problems into international health
and international policy agenda (Reich 2002: 1–19). The period post1990s witnessed the formation of such global alliances as partnerships
between international organisations, philanthropic groups, private
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firms, national governments, NGOs and public funded organisations.
Though there are several Global Public Private Partnerships (GPPPs)
that have emerged to achieve equity in all spheres of health (Table 14.1),
the current article focuses on GPPPs (Table 14. 2) and PPPs in vaccines
(Table 14.3).
Out of four GPPPs listed in Table 14.2, except GAVI, all the PPPs are
for product development and Programme for Appropriate Technology
in the Health (PATH) is a common partner in all of them except in the
International AIDS Vaccine Initiative (IAVI). PATH announced its recent
partnership with IAVI in August 2012 for selecting malaria vaccine
candidates that are developed through MVI. One Meningitis A vaccine
that was developed specifically for Africa in October 2011 through PPP
was a successful example of PPP in new product development; it has
completed Phase 3 trials and is undergoing additional testing at present.
However, once the product was launched in the market, how the real
issues of proprietary rights were shared among partners would
determine the strength and sustenance of PPPs. In contrast to the
Meningitis vaccine initiative, AIDs vaccine development through IAVI
yielded very low efficacy vaccine candidates in clinical trials. MVI is also
one of PATH’s initiatives to develop vaccines against malaria for
developing countries. MVI typically partners with various stakeholders
as and when required for product development (vaccines against
malaria), though high protection efficacy vaccine has not yet been
Table 14.1: List of WHO Public–Private Partnerships
European Partnership Project on Tobacco Dependence
Global Alliance for TB Drug Development
Global Alliance to Eliminate Lymphatic Filariasis
Global Alliance to Eliminate Leprosy
Global Alliance for Vaccines and Immunization
Global Elimination of Blinding Trachoma
Global Fire Fighting Partnership
Global Partnerships for Healthy Aging
Global Polio Eradication Initiative
Global School Health Initiative
Multilateral Initiative on Malaria
Medicines for Malaria Venture
Partnership for Parasite Control
Roll Back Malaria
Stop TB Initiative
UNAIDS/Industry Drug Access Initiative
Source: World Health Organization website (www.who.int) search on ‘partnership’
and ‘global alliance’.

Table 14.2. Global PPPs in Vaccines
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Source: Compiled from various published resources
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Table 14.3: Public Private Partnerships in Human Vaccines in India
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Source: Compiled from websites of companies, ICMR annual report 2005-06, Satyanarayana 2007, Shankar 2008, http://dst.gov.in/statuatory_board.htm and http://
www.america.gov/st/washfile-english/2004/September/20040920155159lcnirellep2.230471e-02.html).
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developed so far. The malaria causing pathogen is so complicated that
it is a challenge to make an efficient vaccine against malaria. The success
of a safe and effective vaccine development has direct relationship with
the nature and epidemiology of disease causing pathogen. This is evident
from the fact that it is difficult to make safe and immunogenic vaccines
against malaria and AIDS, whereas vaccines against Smallpox, DPT,
Hepatitis B, etc., were highly protective.
GAVI is one of the major GPPP involving several multiple partners,
and it is unique in the sense that this GPPP was not meant for product
(vaccine) development but for vaccine introduction in poor countries.
To put emergence of GAVI in context, PPPs were conceived as a means
to access drugs and vaccines and were actively promoted in the late
1990s (Harrison 1999; Reich 2000; Smith 2000). Vaccines are seen as magic
bullets that prevent diseases in one shot. The vaccines which were
already under EPI were not expensive and were accessible to all
countries. However, there was a concern that the improved and new
vaccines that were available in the West were not available in developing
and poor countries owing to their high price. The champions of vaccines
felt that the means to access new vaccines was through tiered pricing
and through PPPs.
Initially, GPPPs in vaccines were meant to develop new vaccines
through the Child Vaccine Initiative (CVI) for the poor countries.
However, this effort could not be sustained as evidenced by the death
of CVI despite the efforts of prominent actors to forge PPPs for the
development of new vaccines for the poor (Muraskin 2002). Then the
concept of access to vaccines in poor countries became the objective of
GPPPs like GAVI, whose main objective is to ‘introduce’ new expensive
vaccines in those countries where vaccines are not affordable and cannot
be accessed. GAVI is interested in introducing only new vaccines and
preferably in combinations. It calls these new vaccines ‘underutilised’
vaccines, though this term is contestable in the context of a need-based
approach and its meaning varies in different country contexts. For
instance, the Oral Polio Vaccine (OPV) has not worked in the polio
endemic states of India. But can OPV be called an underutilised vaccine
in this context? Often, the ineffectual results are blamed on the lack of
OPV coverage in these areas without realising the obvious need for
generating unequivocal evidence by conducting post-vaccination
studies to test protection achieved after immunisation. Critiques point
out that the techno-centric approach of Global Polio Eradication
Initiative disregarded the epidemiological features of polio (Bajpai and
Saraya, 2012b).
GAVI claims that so far it has helped the introduction of 10 vaccines
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in 73 countries and was able to avert 8 million future deaths in
developing countries, since its inception in 2000. It claims that it has
brought down deaths in the under five age group by 3.6 per cent, i.e.
child deaths fell from 76 to a projected 63 deaths per 1,000 live births
between 2010 and 2015 and helped GAVI supported countries to achieve
millennium development goals. GAVI—claims that it helped countries
to avert more than 4 million future deaths during the period 2011–2015,
by exceeding its target of 3.9 million for the five-year period (GAVI
2016). It also monitors the global rate of coverage and access to new
vaccines. In their eagerness to promote vaccine introduction in poor
countries to achieve equity in accessing vaccines, GAVI missed the
important point that all vaccines are not suitable to all populations in
the same manner. This assumption that ‘all vaccines are suitable to all
population alike’ (Madhavi 2005) distorts the national vaccine choices
and needs.
The concept of ‘need’ for a vaccine based on scientific evidence from
local regions gets distorted and the use of vaccine in isolation
undermines the power of other preventive and public health measures
in overall disease management strategy. GAVI’s tendency to push new
vaccines in poor countries irrespective of their need, safety and efficacy
based on local epidemiological evidence, was criticised by experts and
feared that it would push countries into the debt trap by enforcing
advance market commitments (Puliyel 2011). GAVI’s unsustainable
financial model has also been criticised by an Oxfam–MSF report
(Wilson and Jones 2010).
Though GAVI presents itself as a consortium that provides service
to the poor nations, it influences and interferes with national vaccine
priorities and policies. The Bill and Melinda Gates Foundation being
the major fund provider of GAVI also tend to influence local
governments through GAVI. It has been pointed out that the Bill and
Melinda Gates Foundation, the largest contributor to vaccination
programmes of GAVI, has substantial business interests in at least nine
pharmaceutical majors, whose representatives sit on the Board of the
Global Fund to Fight AIDS, Tuberculosis and Malaria. That the
Foundation exercises considerable influence over India’s health policies
is evident from the fact that it sponsored the Commission on
Macroeconomics and Health which held the protection of intellectual
property as crucial to investment in drug development and influenced
the report prepared by the Indian Council for Research on International
Economic Relations that recommended the setting up of world class
schools of public health in India. The Public Health Foundation of India
(PHFI), a PPP, was set up soon thereafter and the Gates Foundation
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has an intimate association with PHFI (Sathyamala 2006).
It is believed that PPP would improve equity, efficiency,
accountability, quality and accessibility of the entire health system. The
way PPPs developed in the West is different from those in the
developing countries. In India PPPs are being imposed as an economic
reforms measure irrespective of its socio-economic reality, while it is
acknowledged that success or a failure of a PPP for specific purpose
varies from case to case. PPPs in vaccines in India show that they are
predominantly for conducting clinical trials (14. 3). It is pointed out by
critics that clinical trials are less expensive and much easier to conduct
in India as compared to Western countries because India offers cheap
manpower and Contract Research Organisations (CROs) with poor
regulatory structure. Clinical trial participants are often reduced to
guinea pigs with no law that provides any compensation or treatment
in case of any mishap during the trials (Nundy and Gulhati 2005). The
controversy over HPV vaccine trials where four girls died during the
trial raised similar ethical concerns on informed consent, trial injury
compensation, follow-up and record-keeping on trail participants
(Sarojini et al. 2010; Sengupta et al. 2011). This controversy brought
many issues to the forefront, such as the causes of cervical cancer,
inability of HPV vaccine to reduce all causes of cervical cancer, and the
need for regular screening in spite of HPV vaccine, etc. HPV vaccine
trials in India were a PPP between Merck and the Indian Council of
Medical Research (ICMR) to conduct clinical trials and to test the
feasibility of HPV vaccine introduction in the Indian population. This
PPP certainly did not benefit the women on whom the trials were
conducted (Sarojini et al. 2010) but brought awareness in the society by
highlighting several contentious issues in academia as well as the
popular media.
AIDS vaccine trials, which are another PPP between ICMR, IAVI
and a private company, Targeted Genetics in India, also created a
controversy and brought to fore ethical and regulatory issues and the
fact that the safety of trial participants was not ensured. Critics pointed
out that India conducted Phase II clinical trials of the tgAAC09 vaccine
against AIDS without conducting Phase I trials. The Phase II trials in
India were conducted just two weeks before the announcement by
Targeted Genetics that the Phase I trials conducted in Belgium proved
that the AIDS vaccine tgAAC09 did not elicit significant immune
response in trial participants. Since Target Genetics was also involved
in conducting clinical trials in India, it raised scepticism about the
sharing of the Belgium trial results with the Indian partners. Questions
were raised about whether the Indian partners studied any preliminary
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trial data of the Belgium trials before launching Phase II trials and why
Phase I trials were not conducted in India in the first place. Critics felt
that this apparent lack of communication raises questions on the nature
of partnerships between Indian and overseas partners (Jesani and
Coutinho 2007).
Unlike the above examples, indigenous development of Hepatitis
B and Hepatitis B-DTP vaccine was a successful PPP between Shantha
Biotech Ltd and the Technology Development Board (TDB) of the
Department of Science and Technology under the Ministry of Science
and Technology, where TDB provided financial support to the private
company (Frew et al. 2007) However, Shantha Biotechnics Ltd., the most
pampered private company by the Indian government as a model for
home-grown, government-supported private enterprise, has now been
taken over by the French multinational company Institut Merieux and
is being eyed by another MNC GlaxoSmithKline (Madhavi 2009a),
indicating that the private sector cannot be a reliable/dependable
partner to meet national vaccine requirements for stable affordable
vaccine supply.
The above examples of access to vaccines through PPP in India
reveal that vaccine development and vaccine clinical trials cannot deliver
public health benefits in isolation without addressing ethical, regulatory
and governance issues. Moreover, before entering into any PPP, the
feasibility and health benefits that may accrue to local populations
should be assessed for a vaccine to be developed. For a vaccine to be
tested the basis should decidedly be local epidemiological evidence and
the exercise should be in relation to prevailing diseases in the country.
It must be imperative that PPPs ensure safety and vaccine injury
compensation to trial participants while conducting clinical trials.
The experience of vaccine PPPs in India illustrates that public money
is being spent for private profiteering without addressing issues of ‘need’
and without ensuring vaccine benefits. Yet, the Union Health Ministry
announced the construction of a vaccine park, on a PPP model in
Chengalpattu, Tamil Nadu, at a time when three crucial vaccine PSUs
were closed down in January 2008 as they were alleged to be a nonWHO–cGMP complaint at that time. Another PSU, HLL Biotech Ltd, a
100 per cent of HLL Lifecare Ltd(HLL is Hindustan Latex Ltd), a
Government of India enterprise under the Ministry of Health and Family
Welfare, is in charge of the upcoming vaccine park by drawing
inspiration from Ernst & Young analysis of vaccine business in India.
The Government of India mandated HLL to establish a state of art
vaccine manufacturing unit termed as “Integrated Vaccines Complex”
(IVC) at Chengalpattu near Chennai to produce lifesaving and cost

Vaccines and Vaccine Policy for Universal Healthcare 351
effective vaccines primarily to minimise the demand-supply gap and
support the government in the Universal Immunisation programme.
IVC came into existence further to the proposal by the Ministry of Health
& Family Welfare (GOI) to the Cabinet Committee on Economic Affairs
(CCEA) for establishment of a centralised vaccines manufacturing
facility with international standards in the government sector at an
estimated cost of INR 594.00 crores and was declared as a Project of
National Importance. The vaccine complex will be the nodal centre for
research, manufacture and supply of vaccines at affordable prices for
the Universal Immunisation Programme (UIP) of the Government of
India. The vaccines to be manufactured in IVC are Pentavalent
combination (DPT + Hep B + Hib), BCG, Measles, Hepatitis B, Rabies,
Hib and JE vaccine. The annual capacity of IVC is expected to be around
585 million doses1. Work on this IVC was reported to have commenced
as part of the Make in India project of the current government, in October
2016, and was to be completed in seven years (TNN 2016).
Despite criticism from the civil society organisations, the health
ministry closed its own PSUs while, around the same time, allotting
INR 150 crores for setting up the vaccine park. Such policy measures
had led to acute shortage of EPI vaccines as the private sector, despite
having been supported by the public exchequer, refused to meet the
shortages without increasing vaccine prices (Madhavi 2008;
Ramachandran 2008). It is also interesting to note that HLL Biotech Ltd
is also planning to access technologies from the existing PSUs for
primary vaccine production in the vaccine park, while new vaccine
production is envisaged through PPPs. This has led to fears that this
vaccine Park is meant for marketing and distributing new vaccines and
their combinations produced by multinational companies after
exercising the simple expedient of repackaging from the bulk. This
vaccine park thus apppears to be a bottling unit (Ramachandran 2008)
and cocktail factory of vaccines, where DPT may be procured from
vaccine PSUs while the private sector may add new vaccines to make
pentavalent (DTP– Hepatitis B–Hib) and tetravalent vaccines (DTP–
Hepatitis B).
Epidemiological Evidence from India for New Vaccines
When the scientific community is divided on the issue of need for a
vaccine and its safety and efficacy in populations, it becomes difficult
for the decision-maker to make a rational choice of vaccines for mass or
selective immunisation. Pressure from various stakeholders distorts
local vaccination needs of the public, unless it is backed by published
scientific evidence. Some examples from India are a reflection of the
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need for an evidence-based policy. The protection efficacy of any vaccine
against a disease in a population is dependent on the strain specificity
of disease-causing pathogen, which varies from region to region. A
vaccine effective in Philippines need not necessarily be effective in India.
Therefore, pathogen strain specificity and vaccine suitability are
important issues in bringing down mortality/morbidity against a
disease in mass immunisation strategies. Two highly debated Indian
examples are highlighted here.
Rotavirus Vaccine
There is no scientific evidence for need and suitability of rotavirus
vaccine in India. Rotaviral strains in India are different from those in
other countries/regions (Bajpai and Saraya 2012a), and new strains are
continually emerging through re-assortment between animal and
human strains. Natural infection of rotavirus does not provide
protection to subsequent infections because of local, continuously
evolving strains. However, in Mexico, natural infection does cause
protection against subsequent infections (Puliyel and Mathew 2012).
These regional differences are indicative of local strain variation and
prove that one region/country’s experience cannot be extrapolated to
other countries. The WHO recommended rotavirus vaccine to its
member countries based on studies from Malawi (one of the poorest
countries), Nicaragua and in a few developed countries (Ibid.). Most
often the recommendation is based on disease burden estimates rather
than on the actual number of cases and deaths in India. It was pointed
out that the estimated figures of death due to rotavirus diarrhoea in
India presumes uniform mortality rate for all causes of diarrhoea and
the estimated figures (122,000 to 15,300 deaths) were arrived at by
multiplying the mean rotavirus case detection rate with the case fatality
rate of diarrhoea, which wrongly assumes that all diarrhoeal cases are
rotaviral diarrhoea cases. No rotaviral efficacy studies were done in
India. Bacterial diarrhoea may cause more mortality due to systemic
complications and sepsis, whereas rotaviral diarrhoea can be managed
with simple measures to reduce dehydration. Fifty-eight per cent of
rotavirus cases are co-infected with other pathogens and attributing all
deaths due to rotavirus will be an overestimate (Ibid).
Two studies estimated that rotavirus vaccine is cost-effective in India
by putting the vaccine price at 0.15 and 7 US $, respectively, while the
open market price in middle income countries is US $50. Apparently,
Brazil negotiated a vaccine price for 7 US $. Both the studies, by using
vaccine efficacy studies from the West have been extrapolated to India
as being cost-effective (Ibid.).
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Pentavalent Vaccine (DTP–Hepatitis B–Hib)
There has been much debate over the introduction of pentavalent (Hb–
Hib–DTP) vaccine; and the Indian government has gone ahead with its
introduction in UIP despite the adverse events associated with it,
including deaths (Lone and Puliyel 2010; Madhavi 2006; Madhavi and
Raghuram 2010a; 2010b). In fact, the debate on the introduction of the
pentavalent vaccine in UIP is a test case for the future; new and
combination vaccine introduction in Indian UIP.
The published epidemiological evidence from the few studies in
India indicates that the Hib incidence is very low in the Indian
population, around 0.007 per cent (IBIS 2002; Minz et al. 2008). Moreover,
evidence from other countries shows that in Hib vaccinated populations,
some highly virulent Hib mutant strains are reported to have replaced
the native strains (Bruce et al. 2008; Lipstich 1999; Muhlemann et al.
1996). Scientific evidence from India indicates that Indian children
develop immunity against Hib during infancy (Puliyel et al. 2001) and
it raises doubts about whether the mass vaccination against Hib is
warranted.
However, proponents of pentavalent vaccine and Hib vaccine cite
hospital-based studies to show that Hib is responsible for a significant
proportion of cases of bacterial meningitis (Bajpai and Saraya 2012b;
IBIS 2002) and pneumonia (Bajpai and Saraya 2012a) in children below
five years. However, these hospital-based studies cannot be extrapolated
to the general population. The National Technical Advisory Group on
Immunisation (NTAGI) in India estimated that the Hib disease burden
in India is around 2.4 million cases and 72,000 deaths in children less
than five years of age, accounting for approximately 4 per cent of all
child deaths in India in the year 2000. A particular point of contention
was that NTAGI ignored the results of a multi-centric study conducted
by ICMR to establish the prevalence of the Hib invasive disease in India,
from July 2005 to December 2006 (Dutta and Puliyel 2010). Results of
this study did not support NTAGI’s recommendation of including
pentavalent Hib vaccine in EPI. Importantly enough, this led to a review
of NTAGI’s recommendation (Bajpai and Saraya 2012b).
Contrary to NTAGI’s position, the opponents of Hib vaccine have
pointed out the results from probe studies done in Asia to show that
the vaccine did not reduce the burden of disease appreciably compared
to placebo (Lone and Puliyel 2010). Reference has been made to the role
of GAVI, WHO, USAID, John Hopkins and the Hib Initiative in
misleading the people about the efficacy of the vaccine (Lone and Puliyel
2010; Puliyel et al. 2010). There are no well planned efficacy or costeffectiveness studies from India yet to support or refute the efficacy of

Source: compiled from secondary sources

Table 14.4: New Drug Approvals
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the vaccine. Expert opinions to the effect that ‘the lack of local
surveillance data should not delay the introduction of the vaccine
especially in countries where regional evidence indicates a high burden
of disease, that is being handed down by WHO, have served as a fait
accompli for advisory groups like NTAGI while making their own
recommendations’ (Bajpai and Saraya 2012b).
There are three most contentious issues on combination vaccines
(Madhavi 2006) that have not been answered by any international
agency or by companies that invented them. They need the attention of
policy-makers and readers in the interest of national sovereignty and
health security.
First, why is it that every combination vaccine is a product of a
combination of a UIP vaccine and a non-UIP vaccine? Is it because lack
of demand–pull for individual new vaccines (for example, Hepatitis B,
Hib) is sought to be covered up by the UIP vaccines that enjoy higher
legitimacy? Virtually all combinations are a means by which new
vaccines are gaining a backdoor entry through the captive UIP market
by riding piggyback on UIP vaccines such as DTP, measles, IPV, OPV,
etc. If a new vaccine can stand on its own merits (especially
epidemiological merit), why does it need a piggyback ride?
Second, if a combination vaccine is nothing more than a cocktail
then why does the price multiply? Is pricing of a combination vaccine a
method of value addition or a means of cost recovery? If there is a
qualitative difference in the technology, one can consider the legitimacy
of recovering a cost of delivering it. However, combination vaccines
are basically cocktail vaccines that are mixed in a vial and its price is
much higher than the individual counterparts while it is expected that
it can save costs of packaging, distribution, logistics and marketing. In
that case, combination vaccine should be cheaper than all the individual
vaccines combined. However, its high price compared to the total price
of all individual vaccines indicates that the combination is made for the
value addition but not for the benefit of the public.
As the patents on individual vaccines expire, combination of
vaccines becomes a means to acquire new Intellectual Property Rights
(IPR) advantage. Are combination vaccines IPR gimmicks or marketing
gimmicks that give no additional health benefits than their individual
components? Are combination vaccines driven by the same motives as
drug formulations? When two individual drugs expire as product
patents, combining makes them a new formulation which gives its own
IPR advantages. For example, both Ibuprofen and Paracetamol are antiinflammatory. When both are combined, it becomes a new formulation
known as Combiflam but sells at a much higher price than the individual
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components. It is well-known among pharma critics that formulations
are driven by business motives, which is why the majority of irrational
drugs are actually formulations. One would like to ask whether vaccines
are also joining the ranks of irrational drug formulations.
Third, do benefits of combination vaccines add up? Or is it only in
terms of the number of injections reduced? Scientific literature shows
that, in general, the safety and efficacy aspects of combination vaccines
are not proven beyond doubt (Beeching et al. 2004; Beri et al. 2002;
Comenge and Girard 2006; Girard 2005; Klein et al. 2010; Vesikari et al,
1991; WHO 2012: 1–4 ), and it is reported that they are less protective
when compared to their individual components (AAP 1999; Buttery et
al. 2005; FDA 1997; Greenberg et al. 2000; Kalies et al. 2004; White et al.
1997). In pentavalent vaccine (DTP–HB–Hib), lower immunological
responses to Hep-B and Hib were observed when compared to their
separate administration (Bar-On et al. 2009; Edwards and Decker 1997;
Jones et al. 1998; Pichicheo et al. 1997; WHO 2005). Critical studies point
out that the new imported vaccines may not be cost-effective and
beneficial in the Indian population keeping in view the epidemiology
of prevailing diseases such as Hepatits B, Hib, rotaviral diarrhoea, etc.
(Arora and Puliyel 2005; Madhavi 2003; 2006; Phadke and Kale 2000).
The Need for an Evidence-based Policy
The situation analysis of vaccines in India indicates that market forces
and international organisations are distorting national vaccine needs
by extrapolating other country experiences, overstating disease burden
for vaccine-preventable diseases and pushing new vaccine into UIP
without cost-benefit analysis. Lack of reliable surveillance data benefits
private companies. Consumers are confused and unaware of the merits
and demerits of new vaccines. This underscores the need for an
evidence-based national vaccine policy for optimum utilisation of
vaccines in public health. Two Public Interest Litigations on vaccine
PSUs and pentavalent vaccines by civil society compelled the Indian
government to draft a national vaccine policy in 2011. However, this
policy document was an eye-wash and it actually endorses the current
illegitimate practices of vaccine promotion.
Critique of the Health Ministry’s National Vaccine Policy
The current national vaccine policy (April 2011) uploaded in the Ministry
of Health and Family Welfare (MoHFW) website in July 2011 completely
ignored a draft document for evidence-based national vaccine policy
that emerged in June 2009 through an interdisciplinary workshop (Coorganised by ICMR and NISTADS) of scientists, doctors, health
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professionals, lawyers and activists. This document was submitted to
the government for consideration and was also published in the Indian
Journal of Medical Research (Madhavi et al. 2010), which was well received
with no evidence of any credible critique of it so far. Some points to be
noted are:
1. The policy of MoHFW (2011) does not provide an
uncompromising scientific basis on which a vaccine can be
introduced in Indian UIP and does not commit itself only to
need-based and evidence-based vaccination.
2. In its eagerness to push vaccines, this policy completely missed
the very idea of selective immunisation and implies that all
immunisation is universal.
3. The government policy pays lip service to several important
issues such as criteria for new vaccine introduction into UIP,
including the Grades of Recommendation Assessment,
Development and Evaluation (GRADE) system, strengthening
the surveillance of Vaccine Preventable Diseases (VPD) and
Adverse Events Following Immunisation (AEFI), operational
efficiency, etc. But the fact that these criteria are not mandatory
may not ensure objective decision-making.
4. It concentrates more on supply-side factors, PPPs, innovative
(read speculative) financing, global fund (read advance market
commitments to further MNC pharma businesses), etc. The
MSF–Oxfam report (Wilson and Jones 2010) points out that the
global financing model of GAVI that funds vaccine introduction
in countries is also unsustainable as it gets its funding from the
International Finance Facility for Immunisation (IFFI) and is
based on the promise of future funding from donor countries,
raising money in the meantime by issuing bonds to international
capital markets which themselves operate in ways no less
speculative than the American banks that triggered off the world
recession (Madhavi and Raghuram 2010a; 2010b). ‘Such policies
are not only out of tune with national health security needs,
but are also out of sync with the times that we live in; the
yearning for health reforms in the US is a pointer to the
incongruity of this policy framework. Clearly, this vaccine policy
is not designed to enhance national public capacity for public
immunisation programmes but to justify spending public
money on privately produced vaccines in the name of protection
from diseases whose incidence figures and public health
statistics are dubious and industry-manufactured’ (Madhavi
and Raghuram 2012). Moreover, advance market commitments
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to global financing schemes directly impinge on our sovereignty
in subsequent decisions.
5. The government policy justifies the introduction of dubious,
new combi-nation vaccines (Section 5.2 of MoHFW policy)
(MoHFW 2011) in terms of the number of injections reduced
and savings on logistics, while conveniently ignoring the fact
that the cost of the combination vaccine multiplies manifold
with each vaccine added. Most combination vaccines are just
expensive cocktails with no net health benefit than their
individual components other than the patenting, pricing and
marketing advantages they offer to the company that makes
them.
Conclusion
It is clear from the above trends that the push for new vaccines is
aggressive through various means: (a) advance market commitments;
(b) setting international agendas; (c) through PPPs; (d) through national
governments; (e) through mass immunisation programmes; (f) through
IPR regimes, especially in large countries like India, China and Brazil
as economies of scale determines the vaccine price and profits. The
pressure to introduce new vaccines into UIPs is with the purpose of
creating everlasting markets for all new vaccines. Even the deliberate
politics of language is selling a vaccine by the disease rather than by
the pathogen against which the vaccine is designed. For instance, the
pneumococcal vaccine is called anti-pneumonia, though pneumonia is
also caused by Hib and other pathogens. Similarly, the anti-rotaviral
vaccine is called the anti-diarrhoea vaccine, which it is not. In fact an
anti-diarrhoeal vaccine should be the one that protects against all causes
of diarrhoea that is prepared with all anti-diarrhoeal antigens on a single
epitope. In other words, there is a rationality crisis for combination
vaccines and therefore legitimacy crisis and it becomes contentious.
The aggressive marketing of new vaccines is also a crisis of financial
speculation as it was reported in the Oxfam–MSF report. One wonders
why supply push is becoming so desperate.
The cost of pentavalent vaccines in the US can only be brought down
if it is adopted in the UIP of large countries like India, China and Brazil.
There is the industry compulsion of economies of scale and the tendency
to treat expansion of biopharma business as the best escape route from
the drug-discovery deadlock in curative and synthetic medicine (Table
14. 4).
Since 2005, only 11 molecules under product patent were launched
in the Indian market. Even loans and aid as marketing tools have to
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depend on advance market commitments by GAVI, government
guarantees on vaccines, funding commitments from donors and
speculative loans from capital markets adoption. Pentavalent vaccine
is an illustration that commercial success of any new vaccine anywhere
in the world depends on economies of scale which, in turn, depends on
its universal adoption in large countries. That means even if the rest of
the world adopts a particular vaccine, it is still not sufficient for the
company unless it is pushed into economies of scale. This is a circular
profit model where any break in this link would collapse the entire
structure, that is, if GAVI’s aid or the World Bank loans are the
inducement for adopting such vaccines in the absence of epidemiological
evidence and if GAVI’s own funds depend on loans raised by IFFI which,
in turn, depend on the policy commitment of large countries, there can
be no break in this chain. This raises the critical question about whether
vaccines are driving the speculative biopharma boom as the best
insurance against synthetic pharma doom. The lack of evidence-based
vaccine policy in most countries of the world driving the speculative
biopharma boom seems to be the best escape route from the impending
doom in synthetic drug discovery. The slogan—‘prevention is better
than cure’—is more true today for the pharma industry’s own health
than for the health of people and nations.
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Drugs and Vaccines in Healthcare:
Problems and Possibilities
Pushpa M. Bhargava

Drugs
The problems with regard to the use of allopathic drugs in India range
from quality and regulation to irrational use because of the nexus
between pharmaceutical companies and the largely commercial
healthcare establishments. Fake or sub-standard allopathic drugs may
represent as much as 25 per cent of our drugs (IMPACT 2006)1 though
there are no reliable estimates.
When a few years ago, members of the staff of the Sambhavna Trust
set up in Bhopal to take care of the Bhopal gas tragedy victims, raided
the dispensaries of government hospitals whose primary objective was
to take care of the gas tragedy victims, and sent randomly selected drugs
for analysis, it was found that most of them were fake or sub-standard
(Anonymous 2006). This was reported extensively but no action was
taken against the manufacturers, many of them located in Indore. Then
there is also the question of expired drugs being sold to unsuspecting
and ignorant customers. The tragedy is that even when it is established
that the drugs are fake or sub-standard, or drugs that were sold had
crossed the expiry date, no action is generally taken against the culprit.
Till recently, the drug costs in India were the lowest in the world.
This was largely because, till 2005, we had no product patent and our
outstanding chemists devised better and cheaper processes than the
patented ones for making the drug (Greene 2007). Now that we permit
product patent under pressure from the US and major multinational
drug producers in the West, the situation has changed dramatically to
the detriment of the interests of a vast proportion of our countrymen,
unless we have the courage to make use of certain enabling provisions
of the Trade Related Aspects of Intellectual Property (TRIPS) agreement,
such as its Articles 7, 8, 28.22, and the one concerning compulsory
licensing.3
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Fortunately, the 2005 Act amending our patent rules does not allow
patenting of minor chemical modifications or analogues of existing
patented drugs. It also does not allow the patenting of microorganisms
and other living entities, including genes. Recently our courts disallowed
the application of Novartis (a major foreign drug producer) for a patent
on account of the above provision in the amendment of 2005 to the
Indian Patents Act. In my opinion, there was really no legal case at all
in favour of Novartis.
There is an unfortunate but very widely prevalent and effective
nexus between drug companies, on the one hand, and commercial
healthcare establishments and doctors (with a few but notable
exceptions) on the other. This nexus involves not only direct payments
by drug companies to doctors but also indirect support to them through
expensive gifts or financing of travel to meetings in India or abroad
(Matharu 2012; Sinha 2012). This leads to a vast proportion of our
doctors, particularly those who work in corporate hospitals and other
commercial healthcare establishments, to prescribe expensive and/or
branded drugs when cheaper generic drugs would have been just as
good from the point of view of the patient. In fact, many medical shops
attached to commercial healthcare establishments do not keep generic
drugs. Then, there is often no bulk purchase by government hospitals
which would ensure reduction in cost.
Our doctors are generally far too busy making money. After all, in
most cases, they have paid INR one crore or more for getting into a
medical college and they have to recover that. Further, more often than
not, they do not ask the patient if he/she is taking any other drug so
that they can ensure that there is no interaction between a drug that the
patient is already taking and the newly prescribed drug. In fact, most
doctors are unaware of drug-drug interaction which is not emphasised
in the course leading to a medical degree. I personally had an
unfortunate experience of having been prescribed Diacerin for an
orthopaedic problem a few years ago. It was supposed to be a miracle
drug but I had a severe reaction to it which may have taken my life.
Being a scientist who has dealt with medical literature for six decades,
I decided to look at what was known about Diacerin. The literature
clearly said that it must not be taken by patients who were using any
other drug that would modify any function of the gastrointestinal tract.
I was taking three such drugs: Ganaton, Naturolax and Duphalac!
Often the instructions given to the patients by the doctors with
regard to the use of the prescribed drug are insufficient or not clear to
the patient, with the result that compliance is poor. One result of poor
compliance has been the development of antibiotics resistance which,

368 Universalising Healthcare in India
as it turns out, is now very common in the country. We thus have a fair
number of cases of infection by Methicillin-Resistant Staphylococcus
Aureus (MRSA), a strain of Staphylococcus aureus that is resistant to
all antibiotics except Vancomycin, which can be used only under careful
medical care. In fact, we now have emergence of MRSA which is resistant
also to Vancomycin (Weinstein 1998); if you are infected with this
organism, the chances that you will survive are extremely slim. In the
USA antibiotic-resistant infections and hospital infections are reported
to be a major public health problem (Weiner et al. 2016; Berens 2002)4,5.
Given the realities, it is not only important to have the right drug
but also to make sure that it has been stored properly at the prescribed
temperature. Some drugs require storage at, say, 4OC which is generally
the temperature in a refrigerator. In many places, there are long power
cuts when the temperature of the refrigerator in a drug store would go
up substantially. Few drug stores in the country, if any, have a back-up
generator. Not only that a large number of medical shops in the country
function as general merchants and have no trained pharmacists as
required by law. There is no system to review medical stores in the
country.
The government hospitals are supposed to provide free drugs to
patients. However, often there is no stock of the required drug, or the
quality of the drug supplied is poor. This is a consequence of the public
sector healthcare becoming poorer everyday in every respect.
Often, the major drug companies advertise that a particular drug
which has been approved for a particular use is also useful for other
ailments without the drug having been properly tested for such ailments.
There is, thus, misleading marketing of drugs, and bribing of doctors
to prescribe such drugs for conditions for which they have not been
approved. This, in medical terminology, is called ‘off–label use’. (An
example in our country has been that of Latrazole.) Such unfair practices
led to a fine of US $13 billion imposed on leading American pharma
companies (Varma 2012). However, the fact is that such a fine would
not make much difference to the pharma company. Thus, Pfizer was
fined US $2.3 billion in 2009 which was very small compared to its
revenue of US $67.4 billion during the same year.
In India the Drug Controller General of India (DCGI) approves
drugs for sale here, which have either not been approved in the country
of origin or their trials have been inadequate. Even in the case of
appropriately approved clinical trials, the manner in which the trials
are conducted leaves much to be desired, not only from the legal but
also the ethical point of view. For example, the consent forms are not
adequate or appropriate, and Serious Adverse Events (SAEs) are not
reported.
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Very often, prescription of a drug by a doctor depends on the results
of a diagnostic test. We have a system of accreditation of diagnostic
laboratories under the National Accreditation Board for Laboratories
(NABL) which was set up nearly ten years ago at the initiative of an
organisation in Hyderabad called the Medically Aware and Responsible
Citizens of Hyderabad (MARCH). However, there are less than 200
laboratories accredited under this system, whereas my city (Hyderabad)
alone may have a few thousand diagnostic laboratories. We have strong
reasons to believe that the results of many of these laboratories are totally
unreliable. This can be easily tested by giving the same sample to a
number of laboratories at the same time. If the diagnostic tests are not
reliable, the diagnosis could be incorrect and the patient could be
prescribed a wrong drug.
There is another source of wrong drugs being prescribed. When
you go to a clinical (diagnostic) laboratory for the prescribed tests, your
values are given on the left while on the right are given the reference
ranges for the parameter tested. As it turns out, there is a great deal of
evidence that the reference ranges or standards we are using are derived
from the West and may not be applicable to Indians. In fact, on account
of the huge human biodiversity in India, we may not have just one set
of reference standards for all Indians. At the initiative of the MARCH,
the Indian Council of Medical Research (ICMR) set up a high-power
committee to work out Indian reference standards,6 but after spending
nearly INR one crore on very useful meetings and plenty of ground
work, the project was put into cold storage.
It is often said that drug prices are high because the cost of putting
a new drug in the market today may be anywhere between US $ 1 and
1.5 billion. Apart from that, the number of new drugs(new chemical
entities) appearing in the market is decreasing rapidly as years pass by,
so that last year, probably, not more than 15 new drugs were put in the
market. The solution is to screen the repertoire of traditional plant-based
drug formulations, of which we have over 40,000, using 8,000 to 10,000
plants (Bhargava and Chakrabarti 2003). Even if 4,000 of them were
found to be valid using the stringent modern system of validation, in
the next hundred years, India would become a world leader in
healthcare.
The argument that the cost of a new drug is high because of the
expenditure on research and development is not valid for India as drug
companies spending say, INR 100 on Research and Development (R&D),
get a tax rebate of at least INR 150!
If India wants to provide cheaper and reliable drugs to our people,
we must not allow foreign companies to take over our companies in
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the pharma sector. In addition, we should not forget that a substantial
part of the vibrancy in our pharma sector has been on account of the
now defunct Indian Drugs and Pharmaceuticals Limited (IDPL). The
lesson is that we must revive public sector investment in the drug sector.
Vaccines
While India has successfully deployed vaccines to eradicate diseases
such as smallpox, there are serious issues with vaccine trials, especially
in the context of the absence of a system for independent monitoring of
quality and relevance to the population. We have tried vaccines in the
country which were irrelevant. For example, the Indian component of
the International Aids Vaccine Initiative (IAVI) funded by the Bill and
Melinda Gates Foundation did a Phase-I trial of a vaccine even though
it had failed in such trials in Europe and Africa. The reasons given for
conducting the trial in India were totally unsatisfactory. We try out
and use unnecessary and unproven vaccines; on poor unsuspecting
patients without proper informed consent. We also do not recognise
that any immunisation schedule for children would need to be culturespecific and country-specific.
We succumb to sacrificing our interests to satisfy foreign interests.
We thus decided to close our vaccine manufacturing facilities in the
public sector instead of improving them so that we can import foreign
vaccine (fortunately, this decision was, reversed.).
Shantha Biotech had to overcome a plethora of obstacles to
manufacture and market its Hepatitis B Vaccine which is genetically
engineered and brought its price down 50-fold. In fact, most of the
funding for the above vaccine, the first genetically engineered product
in India, came from Oman and not from India.
We make a wrong choice of vaccines when better alternatives are
available. An example would be our choosing Sabin’s Oral Polio Vaccine
(OPV) to be given in more than a dozen doses as against the Salk’s
Injectable Polio Vaccine (IPV), which gives one hundred per cent
immunity with two injections. This was in spite of the fact that initially
we had decided in favour of the Salk vaccine and even set up a
company—Indian Vaccine Corporation Limited (IVCOL)—in 1989 in
Gurgaon (where the National Brain Research Centre is currently
located). This company had an outlay of INR 90 crores with Institut
Merieux (one of the world’s premier and ethical vaccine manufacturers)
putting in INR 50 crores and the Department of Biotechnology (DBT)
and Indian Petrochemicals Corporation Limited (IPCL) putting in INR
20 crores each. This company was wound up subsequently, after
spending a substantial amount of money. This happened because in
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spite of the well-documented fact that OPV had problems in developing
countries such as India, WHO had decided that the developing countries
like India should shift to OPV. The reasons were clear. The developed
countries had decided to move to IPV from OPV. Therefore, a market
had to be found for the manufacturers of OPV in the Western world.
The consequence was that several Secretaries and Joint Secretaries of
the Department of Health of the Government of India, Directors of
Medical and Health Services of the Government of India, and at least
one Director-General of ICMR were given cushy jobs with the WHO
(Bhargava 1999; 2008).
NOTES
1. IMPACT 2006 quotes Indian pharmaceutical companies as having
suggested that in India’s major cities, one in five strips of medicines sold
is fake. The industry also estimates that spurious drugs have grown from
10 per cent to 20 per cent of the total market.
2. Article 7, Objectives: The protection and enforcement of intellectual
property rights should contribute to the promotion of technological
innovation and to the transfer and dissemination of technology, to the
mutual advantage of producers and users of technological knowledge and
in a manner conducive to social and economic welfare, and to a balance of
rights and obligations.
Article 8, Principles: 1) Members may, in formulating or amending their
laws and regulations, adopt measures necessary to protect public health
and nutrition, and to promote the public interest in sectors of vital
importance to their socio-economic and technological development,
provided that such measures are consistent with the provisions of this
Agreement. 2) Appropriate measures, provided that they are consistent
with the provisions of this Agreement, may be needed to prevent the abuse
of intellectual property rights by right holders or the resort to practices
which unreasonably restrain trade or adversely affect the international
transfer of technology.
Article 28.2, Rights Conferred: Patent owners shall also have the right to
assign, or transfer by succession, the patent and to conclude licensing
contracts.
3. Compulsory licensing is when the law of a member government authorises
the use of a patented product without the agreement of the right holder
under the following conditions laid out in Article 31 of Trade-Related
Aspects of Intellectual Property Rights (TRIPS): (a) authorisation of such
use shall be considered on its individual merits; (b) such use may only be
permitted if, prior to such use, the proposed user has made efforts to obtain
authorisation from the right holder on reasonable commercial terms and
conditions and that such efforts have not been successful within a
reasonable period of time. This requirement may be waived by a member
in the case of a national emergency or other circumstances of extreme
urgency or in cases of public non-commercial use. In situations of national
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emergency or other circumstances of extreme urgency, the right holder
shall, nevertheless, be notified as soon as reasonably practicable. In the
case of public non-commercial use, where the government or contractor,
without making a patent search, knows or has demonstrable grounds to
know that a valid patent is or will be used by or for the government, the
right holder shall be informed promptly; (c) the scope and duration of
such use shall be limited to the purpose for which it was authorized, and
in the case of semi-conductor technology shall only be for public noncommercial use or to remedy a practice determined after judicial or
administrative process to be anti-competitive; (d) such use shall be nonexclusive; (e) such use shall be non-assignable, except with that part of the
enterprise or goodwill which enjoys such use; (f) any such use shall be
authorised predominantly for the supply of the domestic market of the
Member authorising such use; (g) authorisation for such use shall be liable,
subject to adequate protection of the legitimate interests of the persons so
authorised, to be terminated if and when the circumstances which led to it
cease to exist and are unlikely to recur. The competent authority shall have
the authority to review, upon motivated request, the continued existence
of these circumstances;(h) the right holder shall be paid adequate
remuneration in the circumstances of each case, taking into account the
economic value of the authorisation; (i) the legal validity of any decision
relating to the authorisation of such use shall be subject to judicial review
or other independent review by a distinct higher authority in that Member;
(j) any decision relating to the remuneration provided in respect of such
use shall be subject to judicial review or other independent review by a
distinct higher authority in that Member; (k) Members are not obliged to
apply the conditions set forth in subparagraphs (b) and (f) where such use
is permitted to remedy a practice determined after judicial or administrative
process to be anti-competitive. The need to correct anti-competitive
practices may be taken into account in determining the amount of
remuneration in such cases. Competent authorities shall have the authority
to refuse termination of authorisation if and when the conditions which
led to such authorisation are likely to recur; (l) where such use is authorised
to permit the exploitation of a patent (‘the second patent’) which cannot
be exploited without infringing another patent (‘the first patent’), the
following additional conditions shall apply:(i) the invention claimed in
the second patent shall involve an important technical advance of
considerable economic significance in relation to the invention claimed in
the first patent; (ii) the owner of the first patent shall be entitled to a crosslicence on reasonable terms to use the invention claimed in the second
patent; and (iii) the use authorised in respect of the first patent shall be
non-assignable except with the assignment of the second patent.
4. In the USA the nosocomial infection rate was approximately five to six
hospital-acquired infections per 100 admissions; however, because of
progressively shorter inpatient stays, the rate of nosocomial infections per
1,000 patient days had actually increased 36 per cent—from 7.2 in 1975 to
9.8 in 1995 (Weinstein 1998).
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5. The Chicago Tribune puts the death rate at 103,000 deaths linked to hospital
infections in 2000. The Chicago Tribune examined hospital records, court
records, and federal and state agency data pertaining to 5810 hospitals to
reach its estimate. (Berens 2002).
6. Periodically there have been recommendations for establishing an Indian
Medical Devices Regulatory Authority for certifying and regulating quality
and marketing of medical devices in the country (Government of India
2005: 10; 2014). In February 2017 the government notified the Medical
Devices Rules, which will come into effect from January 2018 (Ibid. 2017).
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The Elusive Development: Poverty,
Inequality and Vulnerability
K.B. Saxena

Social Development in India has been characterised by marked
inequities in the health services. Gaps in access to health services since
the colonial period have not been bridged or significantly narrowed
despite more than six decades of development and even faster rate of
economic growth in the last decade. Rather, there is increasing evidence
that inequities have worsened. The Committee on Social Determinants
of Health set up by the World Health Organisation (WHO), attributed
the persistence of inequities the world over to “unequal distribution of
power, income, goods and services, globally and nationally, the
consequent unfairness in the immediate visible circumstances of
people’s lives – their access to healthcare, schools and education, their
conditions of work and leisure, their homes, communities, towns or
cities and their chances of leading a flourishing life”(WHO 2008: 1).
This is not in any sense a natural phenomenon but the outcome of a
‘toxic combination of poor social policies and programmes, unfair
economic arrangements, and bad politics’ (Ibid.). This chapter will
examine whether the Economy and Development Policies in India have
eliminated this toxic combination and bridged or significantly reduced
these wide ranging inequities.
Two distinct watersheds can be seen in the evolution of the political
economy in India. The first was the onset of colonial rule and the second
was independence from it. The colonial rule was the most significant
watershed in terms of the sharp change of direction and content of
economy. The changes it ushered in should be seen with reference to
the pre-colonial situation. The pre-colonial economy was, by available
accounts, a vibrant subsistence economy characterised by high
productivity, a large and expanding commercialised sector catering to
a wide range of manufactured goods and marketable crops for the
domestic and international market. This had generated a fair degree of
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integration of agricultural producers and rural manufacturers serviced
by a market responsive credit structure (Raychaudhuri 2005). The
population was small with plenty of land for cultivation and the
economy provided sufficient elasticity for absorption of labour. As this
economy had stabilised over centuries, no large-scale impoverishment
or vulnerability of people was likely to emerge. The miserable position
of Dalits, however, who were denied ownership of land and mobility
in occupation and were tied to work as labourers on land of higher
castes with a wage level barely sufficient for reproduction would have
remained unaffected by the economy. Adivasis, in any case, were by
and large outside the fold of state formation.
The colonial period registered a marked departure in this situation
as its economic policies were geared to protect the British interests and
their narrow ambit focused on tax collection and defence. These
development policies catered to building of infrastructure—railways,
ports, roads to transport raw material from rural areas for shipment to
England and opening up the Indian market for British goods. No
attention was paid to development of Indian agriculture, growth of
industry or creation of social infrastructure. In fact, the colonial state
was responsible for decline and even destruction of traditional industry
with its large imports. The economy virtually stagnated with growth
of aggregate output at less than two per cent a year and per capita
output at 0.5 per cent a year (Vaidyanathan 2005). There was stagnation
in per capita income despite 0.4 per cent rate of growth of population
between 1871 and 1921. The economy remained agriculture-centric with
low productivity, supporting 85 per cent of the population, food grain
per capita output growth at 1.14 per cent per year and minimal increase
in crop yields. The traditional industry employed less than 10 per cent
of the labour force. It is not surprising that there was marked food
insecurity along with recurrent famines which killed thirty million
people (Chandra 1982). The extremely low level of social development
was reflected in 84 per cent illiteracy with 60 per cent of children (6–11
years) out of school, high incidence of communicable diseases, average
life expectancy of 32 years, absence of public health facilities and
sanitation particularly in the rural areas (Vaidyanathan 2005). The most
negative of its contribution lay in introducing a regressive agrarian
structure of intermediaries on peasant proprietors, resulting in subinfeudation, tenancy and sharecropping, rack renting, high revenue
demand and usury, which impoverished the cultivators, pushed them
into the clutches of moneylenders for sheer survival and left no resources
for investment and improvement in production. “Throughout the
colonial period most Indians lived on the verge of starvation” (Chandra
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1982: 13). At the time of independence, per capita availability of cereals
and pulses was at 349.9 grams a day and of cloth at 10 metres a year,
the death rate of 27.4 per cent per 1,000 persons and infant mortality
rate between 175–190 per 1,000 live births, Malaria affecting one-fourth
of the population and the under nourishment affecting one-fourth to
1.3 of the population (Bhatia as quoted in Kumar 2013: 53).
The maladies of the economy and the plight of the people widely
featured in the public discourse of national leaders. The development
goals of the state were therefore settled in the preparatory work
accomplished during the National Movement itself. The Directive
Principles of state policy also laid down the objectives of the socioeconomic policy which should be pursued by the state. There was
consensus that the state would be the dominant player in the economy
and planning would be its instrument of giving direction and content
to it. The market was not perceived to harmonise the ends of social
justice with need for modernisation and industrialisation (Nayyar 2006).
The very First Five Year Plan declared raising of living standards and
provision of full employment at an adequate wage and reduction in
inequalities in income and wealth as the goals of development. The
attainment of a higher rate of economic growth was conceived as the
strategy of realising these objectives.
The attainment of higher growth rate was sought to be realised by
rapid industrialisation, particularly of basic and heavy industries. The
transformation of social and economic life in rural areas was pursued
through a variety of programmes, ranging from the community
development programme to elimination of poverty with creation of
employment opportunities from the Third Plan onwards and satisfaction
of minimum needs from the Fifth Plan. These programmes were
introduced as it was realised by the end of the 1950s that growth alone
would not be instrumental in realising the development goals of poverty
reduction with adequate employment and reduced inequalities. The
subsequent plans, by and large, continued the programmes with
revisions and refinements.
Multi-prolonged approaches were adopted to reduce poverty. The
early period (1950–60) was marked by emphasis on redistribution of
land through a package of land reforms, including abolition of
intermediaries, tenancy reforms aimed at giving land to the tiller and
imposition of ceilings on large agricultural holdings and distribution
of surplus land to the landless. The second phase starting from the late
1960s focused on creation of employment opportunities and distribution
of renewable assets supplemented by food subsidies. In the third phase
beginning in the mid-1970s, social development through provision of
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basic services, i.e. education, health, drinking water and shelter acquired
primacy in this strategy. This phase also added two programmes for
development of environmentally stressed regions (drought-prone and
desert) and a programme for flood-prone areas. This phase also
witnessed the maximum thrust on designing poverty alleviation
programmes of asset distribution, development of skills, wage
employment and housing. This was accompanied by nationalisation of
banks to smoothen the flow of credit to the poor. The fourth phase
from the 1990s is characterised by four Rights Based legal entitlements
i.e. a) guaranteeing 100 days of unskilled work in rural areas; b) giving
legal recognition to rights in forest to tribals and other forest dwellers;
c) recently enacted food security legislation; and d) providing full and
compulsory education. This period has also seen introduction of an
urban version of Poverty Alleviation Programme (PAP) focused on selfemployment, wage employment and housing along with basic
minimum services. It also added provision of social security, which
included pension for the elderly, widows, disabled and maternity
benefits and family benefits in case of the death of the breadwinner,
health insurance and a package of services to unorganised workers.
The latest additions to this package of affirmative action are programmes
for women who provide credit and training for employment in addition
to the PAPs which cover them, provision of nutrition to children and
midday meals to school children. These programmes are funded from
tax collections with their redistributive assumptions.
Economic Growth
Growth has been relied upon as the chief instrument to achieve the
three goals of development—raising standards of living, provision of
full employment at an adequate wage and reducing inequalities in
income and wealth. Poverty alleviation programmes were only
supplemental efforts to fill gaps in the trickledown effect of growth.
Has this strategy succeeded? This would be examined with reference
to the outcome of growth over the last sixty years. These six decades
can be divided into two broad phases of Indian economy, conforming
to the global political economy: 1) from the 1950s to 1980s when the
economy was state-controlled 2) from 1990 onwards when it was
changed to a market economy. The post-independence economy did
witness a structural break with the colonial period, generating higher
Gross Domestic Product (GDP) and per-capita income. In the period
1950–80, GDP grew at 3.5 per cent per annum—three times the growth
in the colonial period. But the income improvement per capita was
between one per cent and 1.95 per cent which was a slow pace (Sengupta
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1998) and therefore insufficient to make a visible impact on poverty
(Nayyar 2006), which hovered around 50 per cent (Ahluwalia 1998).
Documents of the Planning Commission themselves conceded that
poverty and inequality were virtually unchanged over the years
(Chandra 1982). This was due to higher level of population growth and
inability to generate sufficient employment to absorb the growing labour
force. The decadal growth rate of GDP increased to 5.6 per cent
accompanying a sharp increase in per capita income to 3.24 per cent in
the 1980s facilitated by reduction in population growth. While it had a
relatively favourable impact on reducing poverty, the deceleration in
employment in agriculture limited this effect and therefore failed to
register significant improvement in the standard of living. The decadal
growth rate rose further to 5.8 per cent during 1990-2000 along with
per-capita income to 3.65 per cent, and further up to 5.99 per cent (200405) with per capita income to 4.29 per cent (1999–2000 prices) during
the same period (Sengupta et al. 2008). The GDP growth during 2005–
06 to 2009–10 averaged 8.4 per cent per annum (at 2004–05 prices) with
a per-capita income growth which averaged 6.5 per cent (GoI 2012).
The GDP growth rates have progressively declined in the last two years.
But these high growth rates did not lead to transformation in the living
conditions of the poor largely due to low rate of employment growth,
increasing casualisation of employment, low status of human
development and rising inequalities. Growth by virtue of its cumulative
effect leads to acceleration in income growth. According to Nayyar 2006
income doubling in 20 years with a growth of 3.5 per cent per annum,
in 14 years with a growth rate of 5 per cent per annum, in 10 years with
a growth rate 7.0 per cent and in 7 years with a growth of 10 per cent
per annum.
But higher growth by itself would not improve living standards
unless it is accompanied by growth of secure employment with increase
in real wages and social security. This is crucial for breaking the
structural roots of income poverty (Dev and Ravi 2007). The higher
growth in output in the later part of the past decade was not achieved
with higher level of formal employment and increase in real wages.
This happened due to deceleration in employment, ‘virtual jobless
growth’ (Kannan and Raveendran 2009) resulting from loss of organised
employment in the public sector not compensated by its growth in the
private sector and capital intensification. The casualisation of labour in
the informal and even formal sector and ruthless self-exploitation of
self-employed workers were responsible for lack of growth in real
wages. Besides, economic growth even with improved income and
employment is not sufficient for reduction in poverty and improvement
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in the living standard unless it also leads to enhancement of human
capital as reflected in the Human Development Index (HDI). The latter
is a function of social development expenditure the increase of which
the higher GDP growth should facilitate. The period of higher growth,
however, has not seen much improvement in social sector spending as
a percentage of GDP (Joshi 2006) in the reform period even compared
to the 1980s, notwithstanding some increase in overall per capita
expenditure (Dev and Mooij 2004). The status of Human Development
of the vast majority of population is low when compared to some of the
neighbouring countries like Sri Lanka, China, etc.; not to mention the
norms laid down by the United Nations Development Programme
(UNDP) (Kannan 2012). Further, to be equitable in its outcome the
growth process must reduce deeply entrenched inequalities which
constrain participation of traditionally underprivileged sections of
population and lead to denial of equal social opportunities. The growth
has been most negative on this score. There is overwhelming evidence
of in-equalising nature of growth in the post-reform period which has
affected the pace of poverty reduction as well. (National Commission
for Enterprises in the Unorganised Sector (NCEUS) 2007; Dubey and
Thorat 2012; Bhaduri 2008; Dev and Ravi 2007; Hirway 2012; Kannan
2012)
Creation of Employment
The impact of growth on poverty reduction and improving the living
standard is realised foremost when adequate regular employment with
decent wages is available. Generation of adequate employment has been
the Achilles heel of Indian planning. Conceptually, it was viewed as
integral to the process of development and not needing special
treatment. The Second Five Year Plan estimated a backlog of 5 million
unemployed with an addition of 2 million new entrants to the labour
force. The economy with an average growth rate of 3.5 per cent
registered an employment growth of over 2 per cent per annum in the
1960s and 1970s which, however, was lower than the addition to the
labour force of around 2.5 per cent per annum. This resulted in a backlog
of unemployment of 11 million by 1977–78 (Pappola 2014). In the farm
sector too, the Green Revolution technology failed to generate levels of
employment matching output. In the circumstances, the process of
growth was supplemented by programmes of self-employment and
wage employment on public works to meet the deficit. But the higher
rate of economic growth per annum during the 1980s and continuation
of special employment programmes failed to generate adequate
employment to absorb the labour force.
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Employment status is measured by the National Sample Survey
Organisation (NSSO) in terms of four different statuses, Usual Status,
further divided into Usual Principal Status (UPS) and the Usual Principal
Subsidiary Status (UPSS). UPSS captures chronic unemployment. UPS
provides a picture of open unemployment. Current Weekly Status
(CWS) indicates open unemployment in the reference week and Current
Daily Status (CDS) represents utilisation of labour force, i.e. person days
of employment. CDS is able to estimate unemployment as well as visible
under employment. Growth employment (UPSS) has been at the rate
of 2.4 per cent per annum during 1972–73 to 1983, 2.02 per cent during
1983 to 1993–94, 1.84 per cent during 1993–94 to 2004–05 and 0.45 per
cent during 2004–05 to 2012 which shows a declining trend from one
decade to another the sharpest being during 2004–05 to 2011–12
(Institute of Human Development (IHD) 2014). The rate of employment
growth was less than the rate of growth of the labour force. Employment
Elasticity has also been consistently declining from 0.52 to 0.41 to 0.29
and finally to 0.04 respectively during the above periods. The notable
feature in this trend is the asymmetry between the economy and
employment growth, i.e. the declining employment growth with
increasing GDP growth highlighting the lowering of employment
content in the latter. The agriculture sector which employs the largest
workforce witnessed the least employment growth from 1.7 per cent in
1972–73 to 1983, to 1.35 per cent during 1983 to 1993-94, to 0.67 per cent
in 1993–94 to 2004-05 and—1.98 in 2004-05 to 2011-12 (Ibid.). This has
lowered worker productivity in agriculture and increased disparity with
non-agriculture from 1.36 per cent in 1950 to 1.6 per cent at present
with an obvious adverse impact on wages and incomes of those
employed in agriculture.
Unemployment data does not present a realistic picture as its level
is underestimated due to its coexistence with under-employment and
disguised employment. Unemployment rates between 1972–73 and
2011–12, on UPS basis, fluctuated between 3.6 per cent to 2.7 per cent,
between 1.61 per cent to 2.20 per cent in terms of UPSS and between
8.34 per cent to 5.6 per cent as per CDS. The difference between UPS
and CDS rates connotes the level of under employment which was much
higher at 5 per cent in the first three NSS rounds and is now at 3 per
cent. The two taken together present a realistic picture of
unemployment, i.e. lack of adequate work with reasonable income. The
rates of open and chronic unemployment for rural areas are lower but
are higher for urban areas. This data clearly highlights the long term
visible unemployment in urban areas and low income self-employment
in rural areas, both of which contribute to income poverty.
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Unemployment in the educated workforce segments of graduates and
technically qualified persons was high at around 8.7 per cent and
particularly for females in rural areas. Higher rates of unemployment
of women between 5–7 per cent in the long term and 8 per cent on a
daily basis and particularly in urban areas reflect the gender dimension.
But even this level of unemployment of women is an underestimate as
their work is “under reported, under counted and under-valued in
National Statistics” (Ibid.: 67). Even where they are employed, it is
largely in the informal sector with low income, insecure jobs and lack
of social security. There was a steep fall in gender employment during
2005–2012 in rural areas, which has been attributed to other factors such
as degree of distress in rural household income and access to education
(Himanshu 2011).
The other notable feature of the job market is the persistence of the
unorganised sector which employs 83 per cent of workers and when
the informal workers in the formal sector are added, the workforce
strength goes up to 92 per cent. The employment in this sector is
characterised by insecure jobs, low income long hours of work and
absence of any social security. Regular wage workers form only 17.9
per cent of total employment but only 6.8 per cent of them are workers
with regular jobs. Even though organised sector employment (UPSS)
grew from 9.3 per cent in 1999–2000 to 16.4 per cent in 2011–12, the
workers with regular jobs only grew from 5.4 per cent to 6.8 per cent
during this period, while the informal workers went up from 8.6 per
cent in 1999–2000 to 11 per cent in 2011–12. This deterioration in quality
of employment is due to sharp decline in public sector employment
which reduced from 1.53 per cent per annum in 1983–94 to 0.057 per
annum in 1994–2007. The increase in organised sector employment in
private sector did not compensate it as it largely consisted of informal
workers. Besides, the unorganised sector consists of a large segment of
self-employed. Its widest prevalence is in agriculture where 62 per cent
are self-employed and 38 per cent are casual workers. The nonagricultural unorganised sector consists of 72 per cent workers of whom
63 per cent are self-employed. Most of the self-employed rural or urban
fare no better than wage workers in both sectors. Their earnings from
their labour are also very low. This disconnect between work and income
implies that higher worker productivity contributing to GDP growth is
not translating into a corresponding increase in wages and incomes in
the informal sector and workers there are self-exploiting (Bhaduri 2008).
The employment situation is also characterised by social
segmentation (distinct from occupational skills segmentation). This is
reflected in engagement of lower caste labour (Scheduled Caste (SC)/
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Scheduled Tribe (ST)/Muslims), poor households in unskilled manual
and shop floor work, while supervisory and managerial jobs are held
by people from higher castes (IHD 2014). Mobility from the former to
the latter is blocked not only by differential access to education and
skills but also by widespread discrimination in hiring by employers
even where the candidates from lower castes have comparable
qualifications (Thorat and Newman 2007; Jodhka and Newman 2007).
The gender dimension of this segmentation leads to lower labour
participation rate, narrow sphere of work for women, lower earnings
and limited upward mobility. Widely prevalent child labour, estimated
at 10 million (census 2001), reflects the level of poverty and vulnerability
of rural households. Its decline to 4 million reported by NSSO (2011–
12) is difficult to reconcile with widely reported incidents of trafficking
in children and brutalities practised on them by their employers. Bonded
labour is the most distressed form of vulnerable employment with debt
bondage as its most widely prevalent characteristic. The practice far
from getting reduced with transformation of the economy has increased
and mutated into new forms observed in brick kilns, stone quarries,
construction and sector. Migrant labour is another segment of vulnerable
labour (largely comprising marginalized communities) with most
exploitative conditions of work, poor living conditions, low earnings,
and even lack of access of basic services. Its percentage increased from
9.69 in 1982–83 to 26.91 in 2009–10 (Rodgers and Rodgers 2011). The
laws to abolish the bonded labour system, and regulate child and
migrant labour virtually remain unenforced.
Have special employment programmes with public resources made
any difference to the situation? One study carried out in the early 1990s
brought out that hardly 1-4 weeks of employment in a year was provided
and that too was unevenly distributed. The income earned by the
beneficiaries was negligible. Payment was delayed by 2–3 weeks. (Tiwari
1991). Inadequate allocation and huge implementation problems
severely limited its potential. Besides, the programmes failed to raise
elasticity of employment in agriculture through appropriate asset
building (Rao 2005). The position is not significantly better in the case
of the Mahatma Gandhi National Rural Employment Guarantee Scheme
(MNREGS). As against a guaranteed employment of a hundred days,
on an average, forty days of work has been provided. It has failed to
stem distress migration and debt bondage. Timely payment has proved
to be a much greater bottleneck due to channelling of payment through
banks/post offices to reduce corruption. The resulting delay in wage
payment discourages workers from registering their demand or
reporting for work and forces them to migrate in search of work.
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This outline of the employment situation is hardly conducive to
poverty reduction and improvement in the living standard of a large
segment of population.
Wages
Not merely employment, the level of wage at which employment is
available is crucial for reducing poverty and improving the living
standard. The overall wage situation in India, however, is difficult to
assess because of its specific characteristics. Only about half of the
workforce constitutes wage workers about whom some data is available.
The rest of the workforce is self-employed about whom there is no
authentic data relating to income. Besides, wide variation in the structure
of wages and income of wage workers across location, sector and size
of the organisation on the demand side and skill level, social group,
and gender on the supply side and differentiation in the self-employed
by occupation and income also present difficulties in appraisal (IHD
2014). Further, the task of evaluating the impact of economy on wage
growth is extremely complex, given the diverse sources of data,
concepts, definition, periodicity of availability, methodologies and
survey design making comparability difficult (Himanshu 2005). For
example, the India Labour and Employment Report based on NSS data,
concludes that there was overall average growth rate in wages of 3 per
cent per annum for regular and 3.2 per cent for casual workers between
1983–2010. The growth rate was higher in respect of rural areas as
compared to urban areas for both categories of workers. A similar trend
was observed for agricultural wages, with a higher rise for casual
workers (IHD 2014). This is broadly confirmed by another study
covering the period 1964–65 to 1999–2000 but only for male agricultural
workers and less so in respect of female workers. The study, however,
notes that there was a distinct slowdown in wage growth in the 1990s
(Chavan and Bedamatta 2006). But a study based on data from RLE
(Rural Labour Enquiry) reports for 1983–2000 and from NSS for 2004–
05 points to a sharply declining trend in growth rate of wages in
agricultural operations from 60 per cent during 1983 to 1987–88, to 28
per cent during 1987–88 to 1993–94 and further to 16 per cent during
1993–94 to 1999–2000 and a still lower 8 per cent during 1998–99 to
2004–05 for male workers with a similar trend for female and child
labour. This deceleration coincides with the agrarian crisis (Jha 2006).
This slowdown is also indicated in data presented in (Himanshu 2005).
NCEUS too has observed deceleration of already low rates of wages of
agricultural (casual) labour during 1993–94 to 2004–05 from 2.9 per cent
per annum in 1993–94 to 1.3 per cent in 1999–2000 rising to 2.2 per cent
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in 2004–05 with average earning as low as 43 rupees per man day in
2004–05 (NCEUS2007). The declining rates of growth in wages was also
observed in rural non-agricultural work from 60 per cent in 1980–87 to
50 per cent in 1993–94 further to 22.9 per cent in 1999–2000 and 14 per
cent in 2004–05 (Jha 2006). However, NCEUS confirms this decline in
growth rates of wages outside agriculture during 1993–94 to 2004–05
in respect of regular workers only but not casual workers (NCEUS 2007).
Apart from declining growth in real wages in the reform period,
the wage situation is also characterised by a high degree of disparities.
Rural-urban disparity in wages has been a persistent feature. The wage
of a casual worker in rural areas was 35 per cent lower compared to
urban areas and this disparity has only reduced to 20 per cent. The gap
in wages between the agriculture and non-agricultural segment has
widened. The wage of a non-agricultural worker was more than twice
the wage of an agricultural regular worker and 1.3 times that of a casual
worker. The inequality in wages between casual and regular workers
as well as across sectors increased during the reform period. The Gini
co-efficient for aggregate wage inequality increased from 0.483 in 1983
to 0.510 in 2011–12 (IHD 2014). Gender disparity is another dimension
of the wage situation. This has featured in agriculture since the Green
Revolution (Jose 1988) and has increased over the years (Chavan and
Bedamatta 2006). This was both in respect of average wage as well as
level of growth of real wages. The ratio of female wage to male wage
has persisted at around 0.69. Overall, women workers get 20 to 50 per
cent lower wages than what men earn across most employment
categories and locations (IHD 2014). There are significant differences
in wages for men too in different agricultural operations (Bhalla 2007).
The other dimension of wage disparity is regional inequality. There is
considerable variation in wages across states. Daily wage of a casual
worker in rural areas ranged from INR 87 in Chhattisgarh to INR 309
in Kerala in 2011–12. In urban areas, it was INR 112 and INR 315 in the
two states respectively. The most glaring disparity in wages relates to
status of employment. There are huge wage differentials between
workers in the organised and unorganised sectors, besides other aspects
of the employment which characterise the disparity. Within the
organised sector too, there is a huge difference in wages of a regular
(permanent) worker and casual worker. The wage of a casual worker is
only one-third of a regular worker (Bhalotra 2002), while Das (2007)
finds it even less than this. Wage inequality also exists among formal
workers and is higher than in the casual workers. High income
inequality is observed among women workers compared to male
workers. Overall wage disparities increased in the post-liberalisation
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phase particularly between salaries of government employees and
wages of regular and casual workers (Ibid.). A rural casual worker in
2011–12 earned barely 7 per cent of the wages a central public sector
employee earned (IHD 2014). The increase in wages in general over
time is far less in the case of the poorest segment, rural casual workers
when compared to public sector employees and managerial staff of the
private sector. Casualisation of employment has contributed to this
inequality. More disturbing is the wage differential across social groups
for every type of work. It is particularly so for STs in rural areas who
receive wages lower than even SCs and OBCs (Bhalla 2007).
The most distressing aspect of the wage situation is that there are
no minimum standards in fixation of daily wages in states and this has
a negative impact on the earnings of casual workers. NCEUS has found
the situation ‘alarming’. The deplorable part is that even the low
minimum wages fixed by states are not implemented. This situation
prevails even where the central government has fixed minimum wages.
Based on data from NSS (2004-05), NCEUS found a significant
proportion of workers to be not receiving minimum wages—85 per
cent of all casual workers in rural areas and 57 per cent in urban areas
(NCEUS 2007). As per NSS (2009–10), 73 per cent of rural farm workers
and 37 per cent of rural non-farm workers and 54 per cent of urban
non-farm workers received wages lower than the minimum fixed. In
the case of women, it was 87 per cent, 65 per cent and 82 per cent
respectively (IHD 2014). But 68 per cent of workers in agriculture and
63 per cent in the non-agriculture sector are self-employed. The income
they earn from their enterprise is very low due to low capital, poor
asset base, constraints of market and layers of exploitation by
intermediaries. They fare no better than wage workers.
Considering that 92 per cent of the workforce is in the unorganised
sector and there is lack of adequate and decent employment, the level
of income poverty and vulnerability even with high growth rates of the
economy would require no further elucidation.
Conditions of Work
It is not merely the status of employment and level of wages but also
conditions of work which contribute to poverty and low standard of
living and vulnerability. The poor in the country (77 per cent of
populations as per NCEUS classification) share common
characteristics—informal work status, low wages and oppressive
working conditions and absence of social security. The latter position
is briefly outlined here based on information sourced from NCEUS
(2007) report.
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Of the 256 million unorganised workers in the agricultural sector,
64 per cent are farmers and 36 per cent are wage workers. The latter
constitute the largest segments of workers in the country. Their
conditions are characterised by: (a) low income, b) variation in
availability of work, c) long hours of back breaking schedule, d) severe
health risks with high fatality rates, e) multifaceted exploitation, f) high
incidence of child and migrant labour, g) low level of literacy and h)
lack of organisation. There is no social security or laws to protect them.
The socio-economic position of non-agricultural workers who
constitute around 38 per cent of 167 million unorganised workers is
characterised by (a) low level of schooling and lack of skills constraining
mobility, b) hazardous working conditions with serious risks to health
in case of workers in diamond cutting, leather, metalwork, beedi rolling,
underground mines, ship breaking, etc., c) lack of even elementary
facilities at work site, d) sub-human living environment, e) failure to
implement labour laws (wherever existing) regarding wages, working
conditions, etc. The vulnerability arising from low wage/remuneration
and sexual exploitation of women workers is widespread in all
categories of wage workers (NCEUS 2007).
Self-employed workers dominate the Indian economy. Two-thirds
of agricultural workers are farmers who are the largest segment of selfemployed in the country. The crisis in the agrarian sector reflects their
precarious survival (Jha 2006). This crisis is characterised by (a) declining
size of land per household, skewed distribution of land, increasing
landlessness and marginalisation of land holdings, b) low level or lack
or education, and c) average monthly income of a small and marginal
farmer being lower than the average monthly expenditure leading to
indebtedness. Their problems are compounded by virtual stagnation
of output, non-viability of farming, high cost and low returns and lack
of access to bank credit. The condition of tenants is worse due to high
rents, oral contracts and having to bear the entire risk of crop failure.
The self-employed workers in the non-agricultural sector consist of
(a) own account workers (46 per cent), b) unpaid family workers 14.7
per cent, c) those hiring less than 10 workers, (9 per cent). Most of them
are own account workers who have low value assets, low scale
operations and low remuneration. They suffer from lack of access to
institutional credit and problems of marketing. Most of them are
stagnating. Each category of self-employed worker suffers from
problems unique to this section, which defines vulnerability. Handloom
workers, the largest segment among them, suffer from very low income,
decline in demand and constraints of raw material supply, deferred
payments, indebtedness and outdated technology. Street vendors,
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another big segment in this category, face legal problems in their
operation emerging from lack of a valid permit, eviction, confiscation
of goods and lack of access to working capital. Rickshaw pullers, a large
and significant group, face harassment from municipal staff and traffic
police, have no shelter, pay high rent to owners and end up with
disabling diseases. In the category of homemade workers, bidi rolling
is the largest segment. The fragility of their survival is reflected in
irregular work, low wages, rejection of products, wage deduction,
irregular payment and non-implementation of minimum wages. They
suffer from indebtedness and high health risks.
Poverty
Poverty is estimated on the basis of consumption expenditure required
to obtain a calorie norm of 2400 calories per capita per day in rural and
2100 calories per capita per day in urban areas, with 1973–74 as the
base year. Poverty line is the money equivalent of this norm which is
updated every five years using the latest data of consumption
expenditure, adjusting it to consumer price index and price variation.
Due to contestation about the methodology of estimation, it was
modified in 1993 and used thereafter until recently. Based on the
prevailing norm, poverty ratio was estimated at 54.93 per cent in 1973
which declined to 51.32 in 1977–78, further to 44.48 in 1983–84, 38.86 in
1987–88 and 35.97 in 1993–94 and 27.5 per cent in 2004–05 (Government
of India(GoI) 2012; Sankaran 2008). In 2009, owing to widespread
criticism about low estimates of poverty, the Expert Group to Review
the Methodology for Estimation of Poverty—the Tendulkar
Committee—looked into it and poverty ratios were revised on its
recommendation to 45.3 per cent in 1993–94 and its reduction to 37.2
per cent in 2004–05 and 29.8 per cent in 2009–10 (GoI 2009). Alternative
estimates of poverty have been made by various agencies and
individuals which are higher. Official estimates have been critiqued on
various grounds. The most detailed one is by NCEUS using a different
methodology and data source which conceptualises poverty as a graded
phenomenon consisting of four categories ‘Extremely Poor’, ‘Marginally
Poor’ and ‘Poor’ and ‘Vulnerable’. The first three with consumption
expenditure below US $1.25 per day per capita, the international norm
for ‘Extreme Poverty’, constituted 41 per cent of the population and
along with ‘Vulnerable’ whose consumption expenditure is below US$
2 constituted 77 per cent of the population. But these estimates whether
official or non-official are embedded in the conception of poverty as
inadequacy of income. But poverty is also caused by other factors, the
most significant of which is the historically entrenched inequalities based
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on social exclusion and discrimination. These inequalities affect the SCs,
STs, Muslims and women and result in higher incidence of poverty in
them when compared to the rest of the population and its slower
reduction. This discrimination is driven by caste in the case of SCs,
ethnicity in the case of STs, religion in the case of Muslims and patriarchy
in the case of women and has not changed much over the years.
Environmental degradation is another factor affecting poverty which
imposes an additional disability on the poor and accentuates their
vulnerability. This environmental stress is natural or manmade. In the
former category are included drought-prone areas, desert and floodprone areas while in the latter are areas degraded by water logging,
industrial development, mining, etc. These factors affect productivity
of land, cause loss of livelihood besides contributing to lower quality
of life. The third factor of poverty lies in low Human Capital formation
reflected in HDI—level of schooling and skills, access to health services,
drinking water, sanitation and housing all of which contribute to
poverty in addition to lack of employment and inadequate wages. State
Interventions by way of programmes and schemes have been made to
counteract these factors, but do not seem to have produced the desired
results.
The officially claimed poverty reduction during the last two decades
is highly contested. It has been argued that poverty reduction in the
decade since 1993–94 was lower than the 1980s despite higher rates of
growth (Datt et al. 2003). The disjunction between growth, poverty and
well-being has also been observed. Attention has been drawn to its urban
tilt and un-equalising nature, which has held back poverty reduction,
itself implying that the poor have been bypassed. The impact of growth
during this period in terms of widening the nutritional gap resulting in
shift in spending from food to non-food items (Sen and Himanshu 2005),
impoverishment of specific regions and social and economic groups,
skewed access to health and education, decline in female-male ratio
has also been brought out (Deaton and Dreze 2002). In 2013 the Planning
Commission (PC) announced further reduction of poverty in 2011–12
to 13.7 per cent in urban areas and 25.7 per cent in rural areas with
highest percentage of reduction in respect of SCs /STs and upper section
of Muslims (GoI 2013). This claim has been critiqued as grossly
unrealistic in the context of current daily food and non-food costs which
forces nearly 3/4th of the population to cut back on food, leading to
reduced nutrition. Government is also accused of showing reduction
in poverty by lowering the calorie norm by which it is measured and
rationalising it as dietary diversification which is not valid in the case
of the poor (Patnaik 2007 and 2013). The concentration of poverty has
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in fact increased in Jharkhand, Bihar, Odisha, Chhattisgarh, Madhya
Pradesh( MP) and Uttar Pradesh (UP). where the share of the rural
poor has risen from 50 per cent in 1993–94 to 65 per cent in 2011–12
while the annual rate of decline is the lowest, less than 1 per cent in UP
and Bihar (IDFC 2013: 61). Even others, while conceding the higher
rate of poverty reduction during 2004–05 to 2009–10, bring out its
skewed distribution in terms of low rate of decline in respect of SCs,
STs than others and wage labour households than self-employed (Thorat
2014), unevenness across different social groups and states and urban
tilt. Besides, this poverty reduction has been attributed to poverty
alleviation programmes such as MNREGS and Public Distribution
system in some states than to the growth process. (Kannan 2012). Social
inequality continues to be entrenched in poverty and vulnerability and
is also manifested in regional differentiation (Kannan and Raveendran
2011).
Claims have also been made of improvement of 21 per cent in the
Human Development Index in the last decade, particularly in education
and health, and convergence of SCs/STs/Muslims with an all India
average on health, education and income indicators with the exception
of nutrition and sanitation as also reduction in inter-state variation
(Mehrotra and Gandhi 2012). This claim is strongly contested
(Chakraborty 2011; Oommen 2012). Education is characterised by
increased inputs and school enrolment but poor learning outcomes,
teacher absenteeism and severe lack of accountability. The health sector
suffers from low spending, high child and maternal mortality rates in
rural areas and alarming malnourishment, child mortality and low
healthcare access. The disillusioned poor are turning to the private sector
for these services. As for social protection programmes, the Public
Distribution System (PDS) suffers from a high degree of exclusion,
leakages and poor accountability of service providers. The pension for
elderly, widows and disabled has inadequate coverage, meagre
assistance and disrupted payment. Mis-targetting, weak delivery and
corruption are a common governance failure (Indian Development
Finance Corporation (IDFC) 2013). On the environmental dimension of
poverty, the programmes to arrest degradation have failed to yield the
desired results. The watershed development programme to address land
degradation suffered from neglected livelihoods, lack of clear
development goals, low community participation and poor postmaintenance. Organic farming to correct inappropriate input has
negligible coverage (less than 1 per cent). The wasteland development
programme was iniquitous and unviable. Forest conservation
programmes have ignored the interests of local communities, promoted
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commercial plantation and have failed to replace degraded forests. The
enforcement of the Forest Rights Act has been subverted by rejection of
many claims and ignoring community forest management. Water
conservation efforts have not prevented the declining share of tanks
and their state of disrepair and disuse. There is no effort to reverse
discharge of mining and industrial waste into the rivers (IDFC 2013).
Environmental governance is weak as growth takes precedence over
environment (Srivastava and Kothari 2012) and sustainability and
employment generation fail to get integrated into it (Shah 2012).
Thus, notwithstanding the official claims, neither in terms of
employment and wages nor in terms of social, human capital and
environment dimensions of poverty. Do we get a social reality which
lends credence to the scale of reduction in poverty? With continued
higher inflation (particularly in food items) which matters the most to
the poor (Himanshu 2007) and slackening of growth, the situation gets
worse rather than better.
Inequality
The concern for reduction in inequality was reflected in distributive
programmes and regulatory measures in the state policy during the
four decades of the welfare political economy. The distributive
dimension consisted of land reforms, public funded social services,
reservation and enhanced financial allocation for SC/ST welfare,
provision of subsidised credit and inputs to small and marginal farmers
and small-scale enterprises, and a wide variety of poverty alleviation
programmes. The regulatory measures included abolition of privy
purses; restricted role of the private sector in economic activities;
nationalisation of banks, insurance, some segments of trade and coal;
and primacy given to the public sector in the economy. But, there was
no attempt to reduce concentration of wealth and income of the rich
(Vaidyanathan 2005; Sengupta 1998). These interventions failed to make
a dent on the existing inequality. Land Reforms were poorly
implemented. Subsidised benefits were cornered by more affluent
sections among the poor. Low returns on public investment eroded the
public sector’s contribution to check private sector growth and
expansion. Agrarian inequality could not be checked in the absence of
tax on agricultural incomes. The 1980s witnessed an increase in overall
income inequality, despite higher rate of growth and improvement in
employment generation and real wages, due to declining capacity of
agriculture to absorb labour force (Pal and Ghosh 2007). With the onset
of the market economy, the 1990s witnessed a significant increase in
inequalities in consumption levels between the rich and the poor, urban
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and rural areas, social groups across states and regions within them
(Deaton and Dreze 2002; Pal and Ghosh 2007). The features of this
unequal growth include a lower level of employment generation with
an adverse impact on incomes of agricultural labourers, increase in
casualisation of workforce, higher labour productivity not leading to
increase in salaries and remuneration, declining viability of agriculture,
concentration of operational holdings, increasing landlessness and
worsening of outcomes in human development, health, education and
nutrition, reflected in declining per capita food consumption, and
differentials in performance of states not related to poverty levels. The
entrenched social inequalities seem to be consolidating rather than
breaking. These features of inequalities are associated with levels of
consumption, wage earning, distribution of wealth, pace of development
across states and situation of marginalised social groups, etc. (Pal and
Ghosh 2007).
The inequality in consumption is its most significant dimension the
evidence of which has been brought out in the NCEUS report. In terms
of its sixfold classification of populations, while ‘Middle’ and ‘High’
Income groups registered nearly 5 per cent growth in monthly
consumption expenditure between 1993–94 to 2004–05, the average
growth rate of the ‘Extremely Poor’ ‘Poor’ and ‘Vulnerable’ was less
than one per cent. The former category of groups accounted for a
disproportionately large share of total consumption expenditure. SCs
and STs had the lowest Monthly Per Capita Expenditure (MPCE). The
consumption deficit of the poorer sections among the lower expenditure
groups was further aggravated by the larger number of dependents.
The two higher income groups had an average MPCE of INR 1,388,
while in the case of SCs/STs it was merely INR 303, and in the case of
other poorer categories INR 321, less than one-fourth of the former
(Sengupta et al. 2008).
This period of economic reforms has also witnessed a sharp increase
in wage income; sharpest being between rural and urban settlements,
casual and regular employment status and better off sections and
vulnerable sections (Sarkar and Mehta 2010). A study based on income
tax returns has revealed out that the income of the richest 0.01 per cent
segment of population was 150–200 times larger than the poorest bracket
(Bannerjee and Piketty 2005; NCEUS 2007). Gini co-efficient of income
inequalities increased from 0.44 to 0.47 in the post-reforms period
(Hirway 2012). The level of wealth also shows similar intensity of
inequality with the top 10 per cent of population having more than half
of the total wealth (assets or net worth) of the country, while the bottom
10 per cent have a mere 0.4 per cent share (Jayadev et al. 2007). This
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skewed distribution of asset growth also characterises the higher income
and lower income states pointing to the reinforcement of the structural
inequalities of Indian society and disempowerment of the poor (Ghosh
2005). Inter-state inequality has also shown a 70 per cent increase during
this period along with intra-state inequality both across social groups,
between higher and low income groups (Kannan 2012) as well as rural
and urban areas (Sen and Himanshu 2005). Social inequality far from
narrowing is getting further aggravated by the growth process. SCs
and STs continue to be at the bottom and Hindu upper castes are at the
top of the hierarchical structure. This is manifested in under nutrition,
underweight and stunting of the children of the former groups and
widening disparities in educational and skill development levels of their
youth (Kannan 2012). But regulatory measures to reduce these
inequalities are not on the agenda of policy and governance. The
palliatives in terms of Poverty Alleviation Programmes cannot neutralise
them and even as palliatives these programmes suffered from poor
governance, which affected their outcomes (Rao 2005).
Vulnerability
Vulnerability in this context is a condition where a household is illprotected and is in danger of sliding down the ladder of economic and
social status. Landlessness or land poor status, low income, irregular
work, hazardous and oppressive working conditions, subhuman living
environment, low level of educational attainments, limited access to
social goods and social discrimination based on caste, ethnicity, gender
and religion, all tend to produce this vulnerability. There is a high degree
of congruence between poverty, informal work status, low educational
attainments and vulnerability. These conditions characterise farm and
non-farm wage and self-employed workers in varying degree.
As for wage workers in this segment of population, there has been
a perpetual deficit of employment and the inability of the economy to
absorb the labour force. Even for those fortunate enough to get some
work, the duration of work does not show consistency and continuity
in many cases, indicating intermittent unemployment. Neither slow
economic growth of the welfare economy nor high economic growth of
the market economy has eliminated the uncertainty of work which
renders the job seekers highly vulnerable to exploitation in terms of
level of wages and conditions of work, and exposes them to perpetual
poverty, spells of hunger, under nutrition, debt bondage and poor
quality of life. Low level of schooling/illiteracy forecloses all options
for higher mobility in status of work and enhancement of level of wages.
Lack of access to social goods, nutrition and health in particular, lowers
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their productivity which impinges adversely on their efforts to improve
their income. The termination of work in the absence of social security
is nothing short of a disaster in these conditions. The targeted
interventions fail to reach them and regulatory provisions to counteract
these conditions do not get enforced. Lack of organisation increases
their manipulation and consequent vulnerability in these circumstances.
The self-employed among them are not much better off. Most of
them share the characteristics of wage workers—low income and
consumption, low level of schooling, indebtedness, health risks,
exploitation by intermediaries and lack of social security and are below
the poverty line. They face additional constraints—low value of
productive assets, uncertainty of demand and supply of raw material,
lack of access to credit and marketing, deferred payment, wage
deduction, etc. The increasing stagnation in their enterprises reflects
their plight. These vulnerabilities seem to have increased in the period
of high growth, more particularly resulting from exposure to the global
market and flooding of the local market with cheap goods from other
countries which have driven some of them to suicide.
Development Policies
Development policies are embedded in the prevailing political economy.
Under the state-controlled political economy, development policies were
oriented towards welfare of the poor, elimination of poverty, provision
of employment and reduction in inequalities in income, wealth and
consumption. This was sought to be achieved through regulatory
measures and higher public expenditure in favour of the poor through
a host of programmes. In the period of market economy since 1990, the
economy was liberalised from constraints of state regulation and the
welfare of the poor was sought to be achieved primarily though faster
economic growth. Major reforms were introduced in the structure of
the economy—Fiscal Policy, Financial Sector, Foreign and Domestic
Investment. Reforms in Fiscal Policy were effected through reduction
of fiscal deficit, and cut in direct and indirect taxes. The former resulted
in lowering of central government expenditure as a share of GDP from
7.02 per cent in the late 1980s to 2.74 per cent, leading to reduced public
investment in infrastructural development and social services, which
negatively impacted on poverty alleviation and employment generation.
The tax reforms resulted in reduced transfers to the state government
thereby contributing to scaling down of social and rural development
programmes. Reduced food subsidy resulted in curtailment of eligibility
under PDS and higher cost of food grains under PDS for Above Poverty
Line (APL) families, leading to lower off take of food grains from PDS
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and decline in per capita food availability from 501 grams in 1991 to
458 in 2000. Downsizing of government establishment translated into
less employment generation in the public sector (Rao 2005). Closure of
loss making Public Sector Undertakings (PSUs) and exposing other PSUs
to market competition had the effect of reducing access to certain
essential services. Introduction of user charges in certain social utilities
affected their access to the poor. The lower tax revenues from tax reforms
reduced government’s capacity to undertake public expenditure on
infrastructure and social services. The reforms in banking led to drying
up of credit to small and marginal farmers and small industries and
increasing reliance on non-institutional credit, resulting in increased
cost of cultivation, reduced viability of farming and indebtedness.
Liberalisation of foreign and domestic investment manifested in skewed
investment distribution across states and consequent increase in regional
inequalities. It also led to sectoral bias of investment in favour of
consumer goods for the rich with lower potential for employment (Pal
and Ghosh 2007), and urban bias in project selection at the cost of rural
areas thereby increasing rural-urban disparity. The deregulation of
investment and licensing privileged developed regions which have solid
infrastructure and disadvantaged backward and poorer states which
lacked it, thus reinforcing existing regional inequality. Trade
liberalisation exposed farmers to volatility of input and output prices,
inflow of cheaper commodities from other countries and thus
contributed to many of them committing suicide. A similar effect
occurred in respect of small and medium industries whose products
are driven out by cheaper imports. The reduced role of the state also
implied withdrawal of programmes for skill development, market
support and transitional security for retrenched workers (Pal and Ghosh
2007).
The post-reform period has contributed to poverty, unemployment
and inequalities through other policies as well. One of them relates to
acquisition of land for development projects leading to massive
displacement of farmers from their land, livelihood, habitat,
environment and social networks. The pace and ambit of acquisition
has increased manifold due to the opening up of areas to foreign direct
investment and enactment of the Special Economic Zone (SEZ) Act. As
per unofficial estimates, from 1947 to 2000 state-displaced 60 million
people, of whom more than 40 per cent were STs and 20 per cent SCs
(Fernandes 2006). This does not take into account acquisition by
corporate directly from people through market transactions. The projects
implemented on their land do not give them employment nor are they
designed and required to do so. The scale and pace of acquisition has
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continued after 2000. In the absence of rehabilitation, most of these
displaced peoples filled the ranks of unemployed and were exposed to
the destitute labour market for precarious survival. The social and ethnic
nature of this displacement reinforces and accentuates the structural
and social dimension of poverty which is not even partly neutralised
by any affirmative programme.
Another facet of this development policy is the huge and increasing
environmental degradation which affects the poor and the
disadvantaged the most. This environmental degradation has increased
manifold in the globalised economy. From 1999 to 2007, there was an
annual diversion of 53,000 hectares of forest and the process continues
(Srivastava and Kothari 2012). Infrastructure creation and extraction of
minerals have diverted a huge quantum of agricultural land and forest.
These are resources on which the poor, particularly the tribals, depend
for their survival. Mining has not only destroyed productive potential
of agricultural land and forest in the vicinity, deprived people of their
livelihoods and lowered quality of their life due to polluted water
resources and air, it uses up millions of tonnes of water for its operations
otherwise used for irrigating crops and meeting drinking water needs.
The affected poor persons are not compensated by either provision of
employment or welfare measures. Between 1991 and 2004, the value of
mineral production increased fourfold while employment in the area
declined by 30 per cent (Srivastava and Kothari 2012). The regulatory
mechanism, in any case, is weak and ineffective and regulatory agencies
ignore glaring violations of legal and ethical norms so as not to hurt
growth.
Export orientation of the economy has led to over exploitation of
resources of the ecosystem and rapid resource exhaustion. This has
disrupted livelihoods of fisher-folk, damaged farmlands and salt pans
in coastal areas resulting from salinity ingress. Shrimp farming has led
to virtual extinction of local fish, a regular food item of the local people.
The import of hazardous and toxic waste—metal scrap, electronic
hardware, depleted uranium and thorium and ship breaking—poses a
serious threat to the lives and health of people engaged in handling it.
Globalisation of the economy has also promoted production and
consumption of energy intensive material products and consequent
increase in carbon omission and unequal energy consumption between
classes and regions accentuating climate change. The state’s stand in
climate change negotiations has privileged growth over preservation
of ecological balance. Its victims are largely the poor as they have no
means to protect themselves from its adverse impact (Ibid.).
The state’s labour policy in the post-reform period has greatly
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contributed to the poverty and exploitation of 92 per cent of its labour
force which is in the unorganised sector. This is on account of the
government’s tilt towards employers, which has undermined labour
rights and delegitimised collective bargaining. This tilt is reflected in
giving a free hand to the employers in respect of retrenchment, lockouts,
closure and anti-union measures and non-interference in lay off of
workers or voluntary retiring them to reduce the workforce. The state
has also used its coercive power to curb protest/resistance by workers
against these measures. This repression is against peasants and other
occupants of land resisting its acquisition. A similar tilt is also evident
in judicial decisions. The corporate have succeeded in subverting labour
laws and achieving a flexible labour market without government
changing them (Gill 2012).This policy environment has deactivated and
de-motivated trade unions as there is limited space to operate. With 92
per cent of its workforce in the unorganised sector, the prospects of
extricating it from poverty, exploitation and social degradation are bleak.
Conclusion
The state at the time of independence had articulated a well crafted
agenda of development to dissolve the toxic combination of poor
development policies and programmes, unfair economic arrangements
and bad politics. From the foregoing, it is evident that this commitment
to the people—a kind of social contract as it were, in terms of
improvement in living standards, provision of employment at an
adequate wage, and reduction in inequalities in income and wealth
remains unrealised irrespective of whether the economy was statecontrolled or market-driven. This failure to achieve development goals
was attributed to the slow rate of growth in the former while in the
latter it is due to the nature of growth. The latter period has unmistakably
increased the toxicity of the combination of exclusionary economy,
adverse development policy and unresponsive politics. In the welfare
economy there was at least one mitigating factor, i.e. the state had
relative autonomy to design development policies to address the needs
of its vast sections of poor and vulnerable population, had the power
to regulate the economy for this purpose and was far more responsive
to the people (electorate) than to the capital or the business class. This
liberty is not permitted to a state in a globally integrated market
economy. To reverse the current distorted, exclusionary, in-equalising
and environmentally degrading growth and development policies
promoting it, a radical shift is needed in both the economy and
development paradigm. The changes to be effected in development
policies would require that the state does not take away the existing
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livelihood resources of the poor, provides productive and secure
employment at an adequate wage to all, prioritises elimination of hunger
and malnutrition, makes available without discrimination public funded
social goods like quality education, drinking water, healthcare,
sanitation and social security, makes determined efforts towards
removal of discrimination and exclusion of SCs, STs, minorities and
women and bridges multi-dimensional inequalities. The changes in
economy would need to integrate redistribution and environmental
protection and regeneration in the growth process and ensure that its
macro-economic policies significantly contribute to the pursuit of these
development goals. Such a shift can only emerge when the 77 per cent
of the population, described as poor and vulnerable (NCEUS 2007)
become central to the politics of the country and dominate its concerns
in governance.
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Water Governance and Supply
in Urban Areas
Dunu Roy, Vasudha Akshintala and Ruchika Sharma

Water is a basic human resource and one that requires efficient
management; and its distribution should be based on principles of
equality, conservation, and sustainability. One of the most pressing
issues in the contemporary search for better standards of living, social
justice, and environmental conservation is the allocation and use of
water. However there is an increasingly uneven distribution of safe
and adequate water, especially for marginalised social groups.
The Hazards Centre has been providing technical and professional
assistance to many community groups and organisations working with
the poorer sections of society, mainly in the urban areas. Through this
endeavour it has become clear that one of the major problems faced by
the deprived sections is the lack of water and sanitation. This is, in
turn, related to the pattern of water governance emerging in urban areas,
and its major determinant is the policy package that drives urban
renewal. The attention of the Centre was drawn to this determinant in
December 2005, when the Jawaharlal Nehru National Urban Renewal
Mission (JNNURM), the biggest initiative in urban renewal, was
launched in 63 cities of million-plus population, with a funding support
of $ 6.4 billion from the Asian Development Bank (ADB) (Ministry of
Urban Development 2011). The objectives of the JNNURM were linked
to making urban infrastructure and services more ‘efficient’ and
‘accountable’. Apart from solid waste management, drainage, transport,
parking, and heritage sectors, the largest allocations under JNNURM
were earmarked for ‘water supply and sanitation’ (Hazards Centre
2009).
While the central government was committed to provide 35–90 per
cent of the funds required for these projects, depending upon the size
of the city, it was expected that the remaining capital would come from
private and market sources. Hence, JNNURM was inextricably linked
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to ‘investor-friendly’ changes in urban governance and these were
termed as ‘reforms’ that had to be undertaken by the local governments
who constitutionally control land and urban development. In order to
provide legal teeth to these changes, state governments and Urban Local
Bodies (ULBs) were also required to sign Memoranda of Agreements
before they could access central funds.
Since JNNURM has now been officially declared as a ‘success’, it is
now being extended in its second phase to all the 5,000-odd urban
settlements in India (Planning Commission of India 2012).1 It is in this
context that it becomes important to understand the score of mandatory
and optional ‘reforms’ that the ULBs are forced to accept if they want
financial support for building the necessary infrastructure (Figure 17.1).
Figure 17.1: Reforms Under JNNURM

One-third of these reforms have to do with easing the purchase
and sale of land as a commercial commodity, including repeal of the
Urban Land Ceiling and Regulation Act, reform of the Rent Control
Act, and reform of property taxes, so that the ULBs can raise revenues
from the only asset that they possess, and enable them to repay the
loans from the Centre as well as the market. Another one-third relate to
city planning, double entry accounting systems, special budgetary
provisions for the poor, and e-governance, with stricter norms for raising
user charges to pay for operation and maintenance. Along with making
rules for water harvesting and recycling, these reforms are also directly
linked to directions for encouraging Private Public Partnerships (PPPs).
The remaining one-third helps in formulating the laws for ensuring
participation and disclosure and access to services and housing,
especially for the poor. But since all these are linked to property rights,
the eventual access mechanism is controlled by the possession of papers
that prove ownership—something that most urban poor do not possess.
A quick look at the distribution of investments across the 63
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JNNURM cities reveals that half the projects sanctioned are for water
supply and sewerage, and the cost of these projects is roughly 70 per
cent of the total budget (Figure 17.2).
Figure 17.2: Allocation of JNNURM Funds for Infrastructure
Demand and Supply

In other words, the basic infrastructural requirements for better
health are determined by the manner in which investments will be made.
But if one selects a random set of cities from Agra to Vadodara, for
which data is available on the website of the Ministry, their City
Development Plans indicate that all of them have large slum populations
of 1-20 lakhs, and the majority are currently unable to provide access to
water supply to more than half the slum population (Ministry of Urban
Development n.d.a).
Simultaneously, every city or town is planning to expand in ever
larger circles to accommodate projected urban ‘growth’ in the tertiary
sector. Thus, Bangalore has moved away from garment manufacture
to information technology and electronics with major inputs of foreign
direct investment while declaring its 540 slum settlements as ‘shadow
areas’ because they cannot be properly serviced. Hyderabad, with 1,630
slums, has followed a similar trajectory into ‘Cyberabad’. Modern
Ahmedabad has unsuccessfully tried to attract its textile magnates to
invest in slum networking in its 710 slums, while property taxes have
boomed threefold. Almost all other cities have aspirations of attaining
the ‘world-class’ status.
The case of Delhi is symptomatic of this global disease. Since 1990
the administration, emboldened by a series of viciously anti-poor
judgements by the courts and a pervasive vision of a ‘slum-free city’,
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has been demolishing hutments and moving the poor out to the
periphery of the city into ‘resettlement’ colonies on land which had
been considered unfit for human habitation (Map 17.1).
Service availability and provisioning is far worse in these colonies
than in the original settlements. Thus, if one considers the supply of
water to the entire city, officially 42 per cent is sourced from ground
water and—given the location of the resettlement colonies in low-lying
areas—much of it is heavily polluted (Hazards Centre 2007).
In addition, with a hopelessly unrealistic supply norm of 360 litres
per capita per day (lpcd), the city has never been able to meet more
than 60 per cent of its requirement and the norm has been arbitrarily
reduced to 225 lpcd for slums and resettlement colonies—though the
Delhi Jal Board further slashes it to 42.5 lpcd. Surveys conducted by us
in 1998 revealed that actual supply is as low as 33 lpcd in the poorer
settlements, and as high as 400 lpcd in the affluent areas. Another 2002
survey in 3,000 flats built by the Delhi Development Authority for high,
Map 17.1: Delhi-Resettling the Poor at the Periphery

1. Narela; 2. Holambi Kala; 3. Holambi Khurd; 4. Bawana; 5. Bakkarvala; 6. Hastsaal;
7. Kakraula; 8. Pappankala; 9. Molarband; 10. Madanpur Khadar; 11. Bhalaswa
Source: Compiled by Hazards Centre from newspaper reports.
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middle, and low income groups also yielded a norm of 100 lpcd with
which all families appeared to be content—and this is well within the
actual availability of 120 lpcd (TRIPP 2000).
This also means that there is corresponding pollution of the effluent,
with the difference that the sewers and drains carry about 90 per cent
of it away in the regular colonies while in the slums one-third is disposed
of on land and thereby leaches into the shallower aquifers. A study of
77 samples taken from 5 slum clusters and 6 resettlement colonies in
2005 bore out this hypothesis, since only 8 per cent of the samples in
the pre-monsoon season and 22 per cent during the monsoon were
found to be potable and, while both types of colonies had terrible water
supply, the officially planned resettlement colonies were ‘more’ polluted
than in the ‘illegal’ slums (Figure 17.3) (Hazards Centre 2005–06).
Figure 17.3: Quality of Drinking Water in Slums and Resettlement
Colonies in the Pre-monsoon Season

Source: Hazards Centre 2005-06.

Yet another study was performed in 2008 of 15 ground water
samples in one of the ‘model’ resettlement colonies settled in 2000, with
20,000 evicted families from 11 different slums, located right next to
one of the three landfills that are still operational in Delhi. This study
clearly indicated that toxic leachates (dissolved solids, faecal coliform,
and heavy metals like zinc, cadmium and lead) had infiltrated into the
ground and severely polluted the water supply, with the wells closer
to the landfill being far more polluted than those further away. During
the health survey, the people complained of various problems such as
gastro-intestinal diseases, musculo-skeletal pain, skin and eye irritation,
and respiratory problems (Figure 17.4) (Bhalswa Lok Shakti Manch and
Hazards Centre 2012).
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Figure 17.4: Health Problems of Residents Around the Bhalaswa
Landfill
Health Problems of Residents

Source: Bhalaswa Lok Shakti Manch and Hazards Centre 2012.

Regular contact with the polluted groundwater for use in domestic
chores such as bathing, washing utensils and clothes, had obviously
led to many people suffering from skin and eye irritations and itching.
There was considerable reporting of these conditions in the media and
community groups also sent delegations to the Chief Minister and the
water utility. The response of the Jal Board to the hue and cry was to
paint all the hand pumps red. Yet the irony is that the resettled families
are located on tiny plots on a 10-year ‘license’ and already, there are
indications that the people may be moved again since the land is
surrounded by a golf course, a lake, a park, and a housing complex.
This leads us to ask two questions: why is water quality so bad in
these colonies? And why is it worse in resettlement colonies which are
supposed to be properly planned by the authorities prior to relocation
of people from slums? It may be because both slums and resettlement
colonies are inhabited by the same poorer classes who do not have the
political claim to resources unlike the wealthy citizens. Additionally,
‘resettlement’ may not be to make life better for the poor, but merely
evict them from where they have already contributed in improving the
land and made it ‘valuable’, and thus locate them in the undeveloped
periphery where they can repeat the same process all over again.
This explains why the ‘world class’ city has to become “slum-free”
and why the poor are considered an environmental menace, so that
they can be easily dumped outside the city. Then, as the city expands
and develops, and the land at the periphery becomes valuable because
of their efforts, they can be picked up and flung out. Additionally, there
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is a propensity to make a profit from everything, including waste. Thus,
in Delhi, privatisation of waste has been carried out, and earlier ways
of waste management that actually helped in reducing and recycling
waste, such as the waste pickers, have been made illegal. National policy
and schemes such as JNNURM drive centralisation, and encourage
private corporations, thereby discouraging existing decentralised and
efficient mechanisms, which also offered routes for livelihoods for the
urban poor.
Following the above study, we carried out a study in 2009, to focus
on the quality of water in surface water sources, hand pumps, bore
wells, and tankers, as well as Ranney wells and piped water supply at
the nearest point to the water treatment plants (Figures 17.5–17.8) all
over Delhi.
Figure 17.5: Faecal
Coliform in Supply

Figure 17.6: Bacterial
Colony Count

Figure 17.7: Fluoride
Contamination

Figure 17.8: Arsenic
Contamination

Source: Figures 6-9 Hazards Centre 2012.
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During this study, 53 water samples were taken at points throughout
the city, and analysed for various parameters. It was observed that, of
the 53 samples, only 2 water samples had potable water. Seventy-two
per cent of the samples had faecal contamination, another 72 per cent
had fluoride levels above permissible limits, some had high levels of
iron, lead, and cadmium, and in others, organo-chloro and organophosphorous pesticides were present. Even 87.5 per cent ground water
samples had faecal contamination (Hazards Centre 2012). This again
raises questions about the sustainability of the current system in
managing sewerage and the efficiency of completely centralised water
management. The current debate on sanitation restricts itself to talking
about toilets. However, construction of toilets at every site can only
ensure greater use of water, all of which—in the absence of adequate
treatment and disposal— eventually reaches the surface as well as
ground water sources. This is evident from the fact that piped water
had faecal contamination in 46 per cent of the samples taken in Delhi
and this water is supplied to people who are socially and economically
less capable to cope with the health hazards. Thus, there is a need to
look at alternative models for water supply and waste disposal.
Water and sanitation are only part of the social determinants of
health. Not surprisingly, health services also seem to follow the same
trajectory as the supply of these services. Thus, in Delhi, all hospitals,
maternity homes, and other health centres are concentrated in the core
of the city (Map 17.2)2.
The periphery, to which the poor are being forced to move, does
not have adequate health services, where they can only avail of medical
services from the dispensaries run by the Government of Delhi, and
even these are poorly maintained and understaffed. This leads to the
question as to who has rights over health, water, sanitation, and all
other infrastructures in a region. Is access to health eventually
conditioned by wealth and the political clout it commands?
The social determinants of health in urban areas are clearly rooted
in the investment policies that are driving the processes of ‘urban
renewal’ and ‘economic growth’. In the vision of the policy-makers,
urban development is solely defined by the growth in Gross Domestic
Product (GDP). Hence, all urban policies are accompanied by a set of
‘reforms’ that heighten user charges and favour the privatisation of
services. The returns on investment, however, mainly accrue from land
and property and, consequently, cities expand to shift from
manufacturing to services and informal labour is driven to the
periphery.
However, the immiserated working population, already

Compiled from: List of hospitals on website of Government of Delhi, http://www.delhi.gov.in/wps/wcm/connect/doit_health/Health/
Home/Directorate+of+Health+Services/, accessed on April 26, 2010

Map 17.2: Distribution of Health Services in Delhi
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underserved in the slums, gets a harsher deal in the new resettlement
colonies. Eviction from the core of the city ensures even less access to
water, sanitation, transport, livelihoods, and all other services. Pollution
mitigation technologies (such as water and waste treatment)—that may
enhance GDP growth— are inaccessible to the majority of the urban
poor. The policy-driven attempt to invest and make profits requires
that externalities are passed on to the underprivileged sections of the
population whose ‘exclusion’ is central to this mode of ‘development’
that neglects all other aspects of sustainability.
Hence, if healthcare is to be assured to all sections of the people
then this mode of development has to be challenged. Mere targeting of
the poor, or providing them with cash coupons, or talking of ‘inclusive’
development is not sufficient enough to address the processes of
exclusion. Livelihoods, homes, food, water, and sanitation are all
contributors to the state of health of a family. Health for all will remain
a distant and elusive dream as long as supply and governance
mechanisms ensure that these are not accessible.
Postscript
The JNNURM model of urban renewal meandered to a close in 2013,
after which the new government at the Centre offered a triple-rainbow
palette of Smart Cities (Ministry of Urban Development 2015a), Atal
Mission for Rejuvenation and Urban Transformation (AMRUT), and
Sardar Patel Urban Housing Mission. The announcement of INR 48,000
crore for the development of 100 ‘smart’ cities, in particular, created a
wave of curiosity in an expectant public which had been disappointed
by the “world-class” cities under JNNURM, in spite of the release of
roughly INR 47,000 crore for 65 cities by the Centre, of which the States
and Union Territories actually used 73 per cent, but finally failed to
deliver the kind of smoothly functioning cities that had been promised.
The question now becomes whether the ‘smart’ cities have more to
offer for water supply and sanitation than the JNNURM ‘world class’
cities did. In this regard, one has to first understand what is ‘smart’
about them and how is that different from the earlier conception of
‘world class’. On the face of it, the ‘smartness’ lies in using Geographical
Information Systems (GIS) for providing optimum transport and
services, solid and liquid waste management facilities. Since these cities
could be new green field ones, or a part of existing urban conurbations,
the key infrastructure of these cities like roads, traffic, electricity, water,
sewage, etc. would be completely covered with cameras and sensors,
that are connected to a control centre through a technology platform,
so that rapid decision-making could lead to optimal use of resources.
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Hence, the ‘smartness’ is embedded in the technology being used to
collect, collate, manage, and use information for control purposes. Smart
software is used to represent the physical space occupied by city
infrastructure, using maps and overlays. Smart sensors capture realtime data on roads, water and electricity, gas, crimes, revenue, air
quality, home consumption, lighting, and so on, which can then be used
to regulate each of those systems. Smart applications can analyse the
use of such systems of public transportation, healthcare, education,
safety, registration, welfare delivery, housing, maintenance, and the
status of vulnerable groups. Smart cell phones can be used to both track
down micro-activity as well as disseminate macro-information.
Different control centres in the city can manage its energy, water,
transport, airport, and infrastructure in such a manner that there can
be a 20–30 per cent reduction in energy use, water loss, transport cost,
health expenditure, educational investment, and street crime. A ‘smart’
city thus begins to replace the priority given to roads and flyovers,
bridges, buildings, railways, water and sewer lines with critical
investments in broadband networks, mobile towers, cameras, wireless
and satellite communication, mass transport, net-based delivery
services, and compact data access centres; thereby saving on the use of
public resources such as land and making city administration more
accountable and transparent.
Here, in one swipe of the magnetic card, therefore, is the ideal dream
of a city that is ‘efficient’, ‘liveable’ and ‘sustainable’. Its carbon footprint
surges down because computers regulate and balance energy use with
supply matching demand all the time, and renewable energy becomes
widespread. All homes, offices, and shops are connected electronically
to a ‘smart’ grid that controls the utilities. Traffic jams are a distant
memory. So are pollution, waste, unsavoury sounds and smells and
sights. There are no jostling crowds either competing for scarce
commodities. And, most dramatically, so much value has been created
that investments bring in handsome returns while jobs are aplenty.
These returns are, therefore, central to the sustainability of the
‘smart’ city because the ‘smart’ decisions to invest or not, by the
institutions that control capital, will be made on the basis of an
assessment of what profits can be made out of the commodities in a
competitive market. The vision of revenues that will flow in the future
will determine investment decisions that are made in the present. It is
such an attractive vision that the present government has relaxed the
requirement of built-up area and capital conditions for Foreign Direct
Investment (FDI). Corporations from all over the world are expected to
come flocking in with large purses and high competencies in building
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infrastructure, as is reported to be happening in Dholera, the proposed
iconic ‘smart’ city in Gujarat located on the Delhi-Mumbai Industrial
Corridor, where the state government declared a Special Investment
Region in 2009 to arm itself with more powers to acquire land.
But what is it that drives the idea of the ‘smart’ city and makes it
seem possible at this stage of urban evolution? Firstly, the current
existence of supremely fast technological capacity to gather and process
massive gigabytes of data has an important role to play. The other is
the demonstrated capacity of this technology to provide a very healthy
return on investment. The third is the opening up of opportunities to
market the technology that centralises decision-making at the scale of
the interlinked urban conurbation. The fourth is the anticipated shift of
40 per cent of the population from rural to urban areas to contribute 75
per cent to growth in GDP. And the fifth is the assessment that private
finance capital is willing to invest in these ‘engines of growth’.
As suggested by a report from McKinsey and Company (originally
a firm providing finance and budgeting services), India will need 20 to
30 new cities every year in the next ten years to house this migrating
population (McKinsey Global Institute 2010). In the same vein,
International Business Machines (IBM), formed out of a merger of three
companies involved in tabulating, recording, and computing data,
estimates that India will need 500 new cities in the next twenty years
(D’Monte 2015). It is curious how firms such as McKinsey, IBM, Cisco,
Oracle, Microsoft, TCS, L&T (all of whom have entered the electronic
software or hardware business) have become experts in urban
development, as they jostle with each other to bid for projects, and team
up with the builder lobby to build ‘smart’ cities. But will they bid for
supplying minimum water to the public or to gain maximum profit for
selling it?
Some of the same central ideas seem to permeate the Atal Mission
for 500 other than ‘smart’ cities (Ministry of Urban Development 2015b).
AMRUT proclaims that providing basic services to households and
building amenities in all cities will improve the quality of life for all,
especially the poor and the disadvantaged, and this is a national priority.
According to the AMRUT concept, a High Powered Expert Committee
estimated as early as in 2011 that INR 39,20,000 crore was required for
creation of such an urban infrastructure, including INR 17,30,000 crore
for urban roads and INR 8,00,000 crore for services (including water),
with an additional estimate of INR 19,90,000 crore for operation and
maintenance of created infrastructure and services ‘every year’. The
purpose of AMRUT is to (i) ensure that every household has access to a
tap with assured supply of water and a sewerage connection; (ii) increase
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the amenity value of cities by developing greenery and well maintained
open spaces; and (iii) reduce pollution by switching to public transport
or constructing facilities for non-motorised transport. The pursuit of
better outcomes will not stop with the provision of taps and sewerage
connections to all. After achieving the benchmark of universal coverage,
a process of ‘incrementalism’ will be set in motion to achieve other
benchmarks gradually according to national priorities. For instance,
the construction and maintenance of storm water drains is expected to
reduce, and ultimately eliminate, flooding in cities, thereby making cities
resilient. AMRUT also plans to make ‘States equal partners in planning
and implementation of projects, thus actualising the spirit of cooperative
federalism’. Therefore, capacity building and a set of reforms have also
been included in this Mission. The Mission statement optimistically
declares that ‘Reforms will lead to improvement in service delivery,
mobilisation of resources and making municipal functioning more
transparent and functionaries more accountable, while Capacity
Building will empower municipal functionaries and lead to timely
completion of projects (Ibid.). The Mission will focus on the ‘Thrust
Areas’ of water supply, sewerage, septage management, and storm
water drains; non-motorised and public transport facilities; and
enhancing amenity value of cities by creating and upgrading green
spaces. Water supply under AMRUT includes the augmentation of
existing water supplies, water treatment plants, and universal
metering—the last being of particular importance if greater revenues
are to be recovered from users and the maintenance costs met.
Rehabilitation of old water supply systems and rejuvenation of water
bodies is also on the agenda; as is special water supply arrangements
for difficult areas, hill and coastal cities, including those having water
quality problems (such as arsenic, fluoride). Recycling of water for
beneficial purposes and reuse of wastewater has been itemised. Faecal
sludge management is supposed to be done in a ‘cost-effective manner.’
But questions of how the costs are to be met have not been answered in
any detail (Ibid.).
The total outlay for AMRUT is INR 50,000 crore for five years from
2015 to 2020 and the Mission will be operated as a Centrally Sponsored
Scheme. The annual budgetary allocation for the Mission will consist
of four parts: 80 per cent for project fund; 10 per cent as incentive for
reforms; 8 per cent for state administrative expenses; and 2 per cent for
Ministry administrative expenses. The ‘incentive’ for reforms is of more
than academic interest since, very much as in the case of JNNURM, the
11 reforms are for e-governance, accounting, planning, devolution,
changes in bye-laws, audits, and the iconic ‘Swachh Bharat’ (for
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sanitation), but all tied together to improvements in the levy and
collection of user charges and better credit ratings. As the base document
states, the reforms (are) to improve service delivery, ‘mobilise resources’,
and make municipal functioning more transparent and functionaries
more accountable (Ibid. 5-6, authors’ emphasis).
Which of the above objectives is of priority has already been
suggested for the Smart Cities Mission, and is further clarified for the
(Sardar Patel) Housing for All by 2022 scheme covering all 4,041
statutory towns in stages (Special Correspondent 2014). This scheme
has the following components: a) Rehabilitation of Slum Dwellers with
‘participation of private developers using land as a resource’; b)
Promotion of affordable housing for weaker sections through ‘credit
linked subsidy’; c) Affordable housing ‘in partnership’ with public and
private sectors and d) ‘Subsidy’ for beneficiary-led individual house
construction or enhancement. As the portions in single inverted commas
show the emphasis on sale of land as a commodity, the involvement of
private parties with their profit motivations, housing loans with their
interest payments over 15 years and linked to the Jan Dhan Yojana (the
Bank savings accounts of the beneficiaries), will ensure that only those
who have adequate financial capacities will be able to access the
‘affordable’ housing.
Private firms are, of course, greatly welcoming of such an approach.
A 2014 report by the National Real Estate Development Council (an
association of real estate and infrastructure developers) and KPMG (the
Indian arm of the Dutch accounting firm, Klynveld Peat Marwick
Goerdeler) titled ‘Decoding Housing for All by 2022’, considers the US
$ 2 trillion anticipated investment as an ‘innovation’ that ‘has infused
new life into’ the real estate sector (KPMG and NAREDCO 2014).
Provided, of course, a set of reforms, necessary for the sector to ‘mobilise
such huge resources’, are put in place. These ‘reforms’ are centred
around streamlining the approval process, relooking at building
development norms, promoting the PPP framework, revising the 2013
Land Acquisition Act, ‘channelising higher (public) funding in housing’,
and ‘empowering’ EWS/LIG households (by providing them with
credit) (Ibid.).
In other words, the private sector wants to make it easier for it to
access public funding in housing for its own profits. Since water supply
is, or should be, an integral part of all this housing, it would be
interesting to understand how water is also enmeshed in this
participation by the private sector in what is essentially a public service.
A study on ‘Trends in Private Sector Participation in the Indian Water
Sector’ by the Water and Sanitation Program (WSP) administered by
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the World Bank in 2011 is quite revealing in this respect since the purpose
of the WSP is ostensibly ‘to support poor people in obtaining affordable,
safe, and sustainable access to water and sanitation services’ (Water
and Sanitation Program 2011). The study covers 26 successful as well
as failed PPP attempts in the public domain in both industrial and
domestic water supply in urban areas since 1990 (Ibid.). Half the projects
were awarded in the five years after 2005, and half in the 15 years before.
The early PPPs during the 1990s were largely in the southern states of
the country but the trend changed after 2004. The study found that the
availability of ‘public’ funding under schemes such as JNNURM enabled
a wider cross-section of states/cities to initiate projects on their own.
But most pertinent are the changes that took place in the nature of the
contracts during this period. The bulk water supply system PPPs during
the 1990s gave way to mere operation and maintenance (O&M) PPPs
in the early 2000s, on the curious grounds that this would ‘emulate the
operational efficiencies of the private sector’ (Ibid. 7). Further, the Build
Operate Transfer (BOT) models with 100 per cent private financing,
yielded ground to management contracts with long-term concessions
(Ibid.). While ‘there was strong advocacy by multilateral funding
agencies to develop water projects on a PPP basis’ during the 1990s
and several projects of the 2000s decade depended heavily on financial
aid from these multilateral funding agencies, since 2005, however, most
water PPP projects were ‘initiated by the project sponsoring authority’,
i.e. the public bodies. The study found that ‘Projects which were being
developed during the 1990s and early 2000s were based on PPP
structures which envisaged private financing’, but later the PPP projects
relied heavily on publicly financed JNNURM and Urban Infrastructure
Development Schemes for Small and Medium Towns (UIDSSMT)
schemes (Ibid. :8). Municipalities were required to contribute a share of
the project cost, and the appraisal process deliberately encouraged PPPbased projects. Thus, clearly, the private firms learnt to leverage public
finance to reduce their financial exposure and protect their returns.
The key question, therefore, is whether these plans will succeed
and, at the very least, provide necessary water, sanitation, and health
for the citizens? A review of the performance of the earlier JNNURM,
that also had several ‘smart’ reforms at its core, such as e-governance,
enhancement of collection of property taxes and user charges,
computerisation of registration of land and property, and administrative
reforms showed that project completion was dismal, with Gujarat
heading the list of project completion rates at 56 per cent and Uttar
Pradesh at the tail with a mere 12 per cent. Even Delhi and Maharashtra,
touted to be the most modern, ‘smart’ states, had a completion rate of
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only 17 per cent and 26 per cent respectively. But most cities claimed
enhanced tax revenues (Government of India 2013). These higher returns
were thus not based on better performance, but on higher taxes and
tariffs for civic services (Ministry of Urban Development n.d.b).
So what is the basis for claiming that the ‘smart’ city will be any
better than the ‘world class’ one? Is it that the quantum of money will
be much higher? That does not seem to be the case, as JNNURM had
allocated an annual average of INR 330 crore per city as compared to
the annual average of INR 100 crore being set aside now per city. Is it
that the capacities of the urban local bodies and state governments to
use the money will be much higher now? This too does not appear to
be a realistic scenario since none of the capacity-building measures to
be taken up under the second phase of the now-abandoned JNNURM
have been put in place. Or will the political zeal and administrative
acumen of this government be far superior to that of the previous one,
as will the much-touted ‘participation’ of the people?
These are difficult questions to answer but this much is certain—
that there has been no basic change in policy formulations between the
two periods. The same mode of ‘development’ is still being pursued,
but now perhaps with an added measure of aggression. The targeting
of the poor, providing them with cash transfers, and talking of ‘inclusion’
has acquired a bombastic edge. Supply and governance mechanisms
will, therefore, continue to ensure that basic facilities, including water
sanitation and shelter, are not accessible, and health for all will meet
the same fate as housing for all. And grassroots movements, such as
the Jameen Adhikar Andolan in Dholera (Our Representative 2015),
Gujarat’s first iconic ‘smart’ city, may once again come to the fore to
assert their fundamental rights to land, livelihoods, and water. The
future awaits.
NOTES
1. National Urban Renewal Mission (JNNURM); Vols. I & II, Grant Thornton
India, New Delhi, March 2011
2. Lists of hospitals on website of Government of Delhi; http://
www.delhi.gov.in/wps/wcm/connect/doit_health/Health/Home/
Directorate+of+Health+Services/, accessed on April 2010.
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Challenges of Reclaiming the Public Health
System: Experiences of Community-Based
Monitoring and Planning in Maharashtra
Abhay Shukla and P.M. Arathi

In the second half of the twentieth century as a part of postindependence promises of a ‘welfare state’ countries of the South Asian
region did significantly expand a wide variety of public services. These
large public delivery systems were expected to fulfil the wishes of the
majority of the people. The state governments with the new optimism
and energy derived from the struggle for independence were supposed
to be dedicated to provisioning of certain basic services to its people.
However, the actual records of the state run public services of these
countries—instead of being genuinely accountable and responsive to
the needs of the majority—have often been mixed.
These systems in areas such as healthcare have largely tended to be
controlled by unaccountable bureaucracies, which have been subject to
dominance by national elites, who are themselves subjugated to an
inequitable global order and unequal power relations in the international
order. These public systems have often become increasingly distanced
from the people they are supposed to serve, and are in varying degrees
influenced by vested interests, which frequently have used these systems
as opportunities for expanding corruption and misusing public
resources. This is the background against which, during the last few
decades, powerful international forces and their national allies have
managed to push the neoliberal agenda of further weakening public
systems in the name of ‘austerity’ and ‘fiscal responsibility’, along with
promoting privatisation and commercialisation. Public services have
been starved of funds, have often been partly privatised, or have been
‘hollowed out’ and significantly replaced by private provisioning on
the ground. This situation has led to a veritable crisis in systems like
the public health services in India.
With this background, and increasingly large sections of people
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being deprived of basic social services, the direction forward now,
cannot be privatisation. This has proved to be only promoting a system
‘of the elites, for the elites, by the elites’. Neither can a return to largely
unaccountable and unresponsive bureaucratic public systems be the
answer. The way forward in the early twenty-first century must be based
on a process of citizens collectively ‘reclaiming public systems’, forging
a new relationship between society and state, where people occupy the
central place as active protagonists, and the state is held accountable
for all its actions, where the people from grassroots level play a
significant role in public decision-making. This inevitably implies
development of a new kind of work ethic and public spirit among public
officials and providers, accompanied by a qualitatively different level
of consciousness and action regarding public entitlements by organised
people.
Deepening Democracy to Strengthen Public System
The discussion on people’s participation in governance or ‘deepening
democracy’ arguments basically poses questions like who is a citizen?
and what should be the appropriate level of involvement of citizens in
democratic practices?
In the neoliberal and globalised world, the idea of citizenship has
been radically reshaped in the last two decades (Gaventa 2010). The
definition of citizenship is influenced and rearticulated by the
relationship of citizens with market, state, democracy and civil society.
Gaventa (2010) describes two contradicting and conflicting ways in
which citizenship is being understood: one, to see citizens as active actors
in the development process and the other, to see citizens as products
shaped by other forces (economic and political) that make them
consumers, users, voters or beneficiaries. He argues that the relationship
between citizen and state or market is multi-dimensional and created
by spaces of multiple identities. He critiques the role/capacity of NonGovernmental Organisations (NGOs) to represent citizens and suggests
that they should see citizens as actively engaging with markets, states
or with civil society and as rights-bearing actors. He differentiates
between ‘speaking for the citizens’ and ‘working with citizens’, the latter
being a model for deepening democracy or the state-society relationship.
He situates the ‘citizen-centred approach’ as a contrast to four major
approaches influenced by neoliberal ideology: namely the ‘neoliberal
market based approach’, ‘narrow state reform approach’, ‘a thin
democracy approach’ and ‘a thin civil society approach’. Kabeer’s (2003)
work on Bangladesh demonstrates how neoliberalism has led the NGOs
to focus on market participation as the route to empowerment.
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Neoliberalism and globalisation have thus drastically altered the
terrain of citizenship. The neoliberal market approach rearticulates the
citizen’s relationship with the state as consumers in the global market
(Dagnino 2005; Munck 2005). The option of ‘Exercising power through
the market’ is available only to the affluent class and not applicable to
the poor sections of society. Neoliberal approaches reform the state and
weaken the focus of the state as a provider, arbiter, deliverer and
protector of rights. Agreeing with the argument of Cornwall and Coelho
(2007), Gaventa challenges the idea that mere civil society participation
can be an effective instrument to make the state accountable. He suspects
that the simple creation of new spaces for institutionalised participation
with the state does not alter the power relationships, whereas in fact it
may reinforce the status quo (Gaventa 2010).
Another change in the focus of democracy brought by neo-liberalism
is from the voices of resistance and the struggles of citizens to the
‘uniform institutionally designed approaches to elections, representation
and the rule of law’. Kabeer (2005) critiques the nature of the neoliberal
state, in the context of Bangladesh. For her, ‘the state does not merely
fail to protect the rights of the citizens; it actively contributes to their
violation’.
The discussion on how neoliberal discourses have depoliticised the
understanding on engagement of civil society and the participation of
the citizens is described through the concepts of ‘diminished democracy’
(Skocpol 2003) and ‘downsizing of democracy’ (Crenson and Ginsberg
2002).
An alternative to the dominant approaches is ‘seeing like a citizen
approach’. Gaventa explains this approach as “rather than focusing on
institutional designs as a starting point, it starts with the perceptions of
citizens themselves and asks how they interact and view the institutions
from which they are expected to benefit”(Gaventa 2010: 63). This
approach of people’s participation in democracy thematically relies on
the framework of the right-based approach to development, focuses on
the issue of inclusion, participation through organised collective action,
and development of democratic institutions. The ‘seeing like a citizen
approach’ visualises citizenship as civil, political and social rights gained
through participatory processes and struggles. In other words, citizen
participation itself becomes a social right, an instrument to claim and
realise all other rights. Gaventa (2010) claims such an approach to
citizens’ participation, which is an ‘actor- based approach’, re-politicises
our understanding of participation and transforms citizens from being
mere beneficiaries to ‘right bearing citizens’ where citizenship moves
beyond assigned passive roles of voters, beneficiaries and consumers
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to ‘makers and shapers of policies’ (Cornwall and Gaventa 2001).
In this political process, Gaventa (2010) emphasises the importance
of stretching the idea of citizenship beyond engagement with the nation
state. The singular vertical relationship between the state and citizen is
being challenged in his work. His imagination of citizenship adds to
the traditional vertical relationship with the state and is based on both
vertical and horizontal social relationships. He argues in every day
practice citizenship is an ‘assemble of identities, affiliations and forms
of action’.
Coelho’s (2007) work in Brazil is empirically grounded in public
health practice. A study on health councils, tests the significance of
synchronised action of three components namely, committed public
managers, civil society activism and an appropriate institutional design
in building more inclusive healthcare services. This could be an example
of seeing like a citizen approach Gaventa (2010) that leads to deepening
democracy.
By citing different experiences (related to privatisation of water,
waste management, transport and telecom) from different parts of Latin
America (Uruguay and Brazil) and Europe ((Italy, Norway, Germany,
France and England), Wainwright (2013) argues that the struggle to
defend ‘principles of commons’ like water, beaches, forests and ‘social
commons’ like health education and knowledge is essentially a struggle
to transform the state. The different experiences of trade unions and
other movements with people’s participation around the globe to oppose
privatisation and for ‘remunicipalisation’ demonstrate how such an
initiative can become a force to make public services genuinely serve
public interests and ensure transparency. Valuing people’s experience
and knowledge paves the way for sharing power with the public.
Wainwright (2013) identifies this process as similar to the feminist
concept of ‘prefiguring’ an alternative (creating experience of the future
that we would like to see in the present).
Public Health Experience from India
The National Rural Health Mission (NRHM) was launched in India in
April 2005 with a view to bring about architectural corrections and
strengthening of the rural public health system, towards improving
health services for the rural population. The NRHM aimed at
strengthening public health services by ensuring increased funds and a
wide range of reforms at the healthcare delivery levels. While
strengthening the healthcare system has been essential, it has been
recognised that this was not sufficient to attract people back to public
health facilities, who had in many areas largely given up on government
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health services. Healthcare delivery level improvements must be
accompanied by enhanced articulation of needs and demands from the
beneficiaries of these services and processes. Hence, in order to increase
the accountability of the health system, to increase people’s participation
in public health services, and to convince people that they should avail
of these services as a right, a novel process was introduced in the NRHM
called Community Based Monitoring and Planning (CBMP) of Health
Services. NRHM envisaged CBMP as an intensive accountability to
ensure services to people (Garg and Lasker 2010). With facilitation by
civil society organisations and support from the state NRHM,
community members and grassroots activists have been involved in
organising a range of processes for accountability of public health
services. CBMP was an outcome of consistent efforts taken by the
People’s Health Movement, Jan Swasthya Abhiyan.
By acknowledging the relevance of community-based monitoring
as ‘an extremely positive development’, NRHM allots the central role
and allocates the task of active and regular monitoring to the community
members1. This is perhaps the first effort of its kind by the official health
system in the country to institutionalise community monitoring of health
services. The NRHM framework document declares that communitybased monitoring relies on ‘right to healthcare approach’ and rightly
qualifies participation as: ‘Besides ensuring accountability, it would also
promote decentralised inputs for better planning of health activities,
based on the locally relevant priorities and issues identified by various
community representatives’ (Government of India (GoI), 2013). The
document emphasises the relevance of people’s participation in
strengthening the public health system. To this effect, the NRHM
framework document asserts that, “…Bringing the public back into
public health by allowing community members and their
representatives to directly give feedback about the functioning of public
health services, including giving inputs for improved planning of the
same” (Ibid.: unpaged).The document stresses capacity building of
actors outside the health department and thereby strengthening the
community monitoring system. NRHM document defines a ‘joint
facilitation role’ of the health department with civil society groups and
panchayats.
However, even though the NRHM theoretically agrees to the
framework of ‘right to healthcare’ in implementing the communitybased monitoring system, it still envisages a blend of ‘neoliberal market
based approach’, ‘narrow state reform approach’, ‘a thin democracy
approach’ and ‘a thin civil society approach’ in practice. This
contradiction is reflected on the ground in people being assigned passive
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roles as beneficiaries and consumers although the NRHM theoretically
agrees with the framework that envisages a more proactive role for
people as citizens. The NRHM document acknowledges this reality by
conceding that a genuine community-based monitoring and planning
actually involves ‘a change in the balance of power in the health sector,
in favour of people.’ The NRHM policy document places CBMP as:
It need not be reiterated that this entire exercise carries meaning only if
ordinary people and their spokespersons in the form of both Panchayat
representatives and community based organisations, gain a degree of
authority to identify gaps and propose priorities and influence decision
making regarding health system. It is difficult to imagine that this
significant shift in balance of power which involves making health officials
and functionaries directly accountable and answerable to people can be
carried out exclusively by the agency of the health department without
any additional facilitation, although their central involvement at every
stage would of course be essential (Ibid.: Unpaged).

Here, we discuss how this change in balance of power is taking place at
grassroot level practices and whether our existing power structures are
receptive to the change in power relationships. Is this shift really possible
in a society where inequality is manifested in every single public action
of the state, which also reiterates and silently promotes all the existing
hierarchical relationships? The discussion also addresses how the
“deepening democracy approach” functions in a highly class-driven,
caste-divided and gender-discriminated society like India.
Overview of the CBMP Framework and Processes in Maharashtra
CBMP of health services is being implemented in selected areas of
Maharashtra, among certain other states in India, as a component of
NRHM since mid–2007. CBMP processes are organised at the village,
Primary Health Centre (PHC), block, district and state levels. A state
nodal NGO (SATHI in the case of Maharashtra) coordinates the CBMP
activities across districts, in collaboration with the district and block
nodal NGOs, working with the state health departments. A multistakeholder monitoring and planning committee at each level collates
the findings from the level below, monitors the health system at its
own level, and passes these results up to the next level once or twice a
year. Such CBMP committees have been formed in implementation areas
at PHC, block, district and state levels.
Scale of CBMP in Maharashtra
CBMP has been implemented in five pilot districts, (Amaravati,
Nandurbar, Osmanabad, Pune and Thane), initially covering 15 blocks
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and 225 villages. Encouraged by the emerging model of CBMP, in 2009
the state NRHM extended the process to additional blocks and villages,
so that currently around 370 villages in 18 blocks are covered by the
CBMP process in these districts. Since March 2011, the process has been
further extended to eight new districts (Solapur, Gadchiroli, Kolhapur,
Chandrapur, Nashik, Beed, Raigad and Aurangabad) so currently; the
CBMP process covers over 600 villages across 13 districts. Within these
13 districts, a total of 30 civil society organisations are involved in
collaboratively implementing the CBMP process.
Key Processes in Community-based Monitoring and Planning
1. Formation/Expansion and Capacity Building of Community based
Committees

A key activity in the CBMP process is building awareness among
communities regarding basic health entitlements related to NRHM.
Following this, Village Health, Nutrition, Water Supply and Sanitation
Committees (VHNWSCs) have been significantly expanded with
inclusion of active community members selected in village meetings.
These village committees have been activated and members have been
oriented to carry out CBMP activities. Similarly, multi-stakeholder
CBMP committees have been formed from the PHC level to the state
level in the CBMP areas. Such CBMP committees include panchayat
members, health officials, civil society representatives and certain
delegates from lower level committees. Members of these committees
have been given training related to health services in the context of
NRHM, health rights and entitlements, CBMP processes and promoting
people’s participation.
2. Community Data Collection and Filling Health Report Cards

At the core of CBM is the process of recording and reporting the state of
public health services in villages and facilities as experienced by the
people. Based on orientation, the village committee members have been
involved in the process of filling up village health report cards, with
active guidance from facilitators and coordinators of the nodal NGO/
community based organisation. Information is collected on indicators
like village level disease surveillance services; maternal and child health
services including immunisation, antenatal care and postnatal care;
curative services at the village level; use of village untied funds, etc. Once
they are filled, the village report cards are displayed in a prominent place
in the village, and a copy is sent to the PHC level monitoring committee
for further dialogue and action. Similarly data is collected and report
cards are prepared at the level of sub-centres, PHCs and CHCs.
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3. People’s Tribunals: Jan Sunwai or Jan Samvad

These are mass events attended by large numbers of local community
members, people’s organisations, NGOs, government officials and
prominent persons from the region. At Jan Sunwais or Jan Samvads,
people are invited to report their experiences of health services and
denial of care, as well as findings included in the health report cards.
The authorities present then respond to these testimonies and findings,
stating how the problems will be addressed. As part of CBMP in
Maharashtra, public hearings have been organised at the PHC level,
block level and district level; hence nearly two hundred public hearings
have been organised so far as part of the CBMP process.
4. Periodic State Level Dialogues

Prior to the development of CBMP there were no regular forums for
community level groups to raise issues at the state level in ways that
could elicit action. Currently, officially mandated dialogues between
the state health officials, district and block health officials, and civil
society representatives are organised on an annual basis. These
dialogues help to address issues that have not been resolved at lower
levels and reinforce the commitment of the entire health department.
The participation of health officials from various levels helps to assign
responsibility to take corrective actions, which is often declared during
the meeting itself.
5. Community-based Planning

In continuation of community-based monitoring, to help tackle various
local and facility level issues, promotion of decentralised communitybased planning of health services has been initiated in five districts since
2011. It was observed that Patient Welfare Committees—Rogi Kalyan
Samitis (RKS)—were not aware of their expected role in deciding about
the utilisation of flexible funds related to NRHM. In this context,
workshops on community-based planning for Monitoring and Planning
Committee members including panchayat representatives and RKS
members were organised at various levels regarding how flexible funds
should be used for genuine patient welfare. This has led several RKSs
to address the key issues emerging from community monitoring in their
facility-based plans.
Indicators of Positive Impact: People are Returning to the Public
Health System
Significant Rise in Positive Ratings of Public Health Services in CBMP
Areas
Village level health committees have used report cards to assess the
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state of health services. Four rounds of assessment were undertaken by
the respective committees till 2010 by collecting information in 195
villages and 32 PHCs from four pilot districts. The committee members
rated health services as either ‘Good’, ‘Partly Satisfactory’ or ‘Bad’.
Analysis of information compiled through the village report cards
shows an increase in ‘Good’ rating in successive rounds of community
monitoring. In the first round (mid–2008), 50 per cent of the services
were given ‘Good’ rating, which increased to 63 per cent by Phase 4
(end–2010). Thus, there has been a consistent overall improvement in
village health services related to the CBMP process. There has been
major improvement in ‘Good’ ratings to certain services from first to
fourth rounds, like Antenatal care (58 per cent increased to 72 per cent)
and immunisation (65 per cent increased to 89 per cent).
Similarly, the data collected from PHCs can be divided into four
categories: infrastructure, services, personnel and medicines. Analysis
of information compiled from 32 PHCs in five districts reveals that in
the first round, only 44 per cent of PHC services received ‘Good’ rating.
By the fourth round there was a significant improvement, with 75 per
cent of services being rated as ‘Good’.
Significant Increase in Utilisation of PHC Services: Evidence from Thane
District

Generally there has been an increase in utilisation of health facilities
after implementation of NRHM. Moreover, there is a higher level of
increase in CBMP areas. We studied three key utilisation indicators:
outpatient attendance, inpatient admissions and institutional deliveries
for three years — 2007–08, 2008–09 and 2009–10 in Thane district. These
trends, related to the utilisation of PHCs covered by CBMP, were
analysed and compared with the average trends for PHC utilisation in
the entire district, and it clearly shows greater increase in the utilisation
in PHCs in CBMP areas.
Community Monitoring Process Has Promoted and Increase in OPD
Attendance: Between 2007–08 and 2009–10, the average increase in OPD
attendance for PHCs in the entire Thane district was 17 per cent, whereas
increase in OPD utilisation in CBMP covered PHCs was significantly
higher at 34 per cent.
Higher Increase in Utilisation of Inpatient Admissions: Similarly,
between 2007–08 and 2009–10, the average increase in inpatient
admissions for PHCs in the entire district was 50 per cent, whereas the
increase in CBM covered PHCs was significantly higher at 73 per cent.
Greater Increase in Institutional Deliveries: Between 2007–08 and 2009–
10, the average increase in deliveries in PHCs in the entire district of
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Thane was 48 per cent, whereas the increase in deliveries in CBMP
covered PHCs in the district was significantly higher at 101 per cent.
It can be concluded that NRHM related improvements have led to
some overall increase in utilisation of PHCs in recent years. Further, in
PHCs covered under the CBMP process, increased community
awareness along with additional improvements in services promoted
by public dialogue and other accountability processes seem to have
induced more people to access PHCs for various types of care, indicating
a movement from private providers to the public health system.
Selected Stories of Change Related to Community-Based
Monitoring in Maharashtra2
1. Community Monitoring Helps to Complete the Half-built Sub-Centre

It is a story known to everyone, even though the details might change
from place to place. People in Jamshet village in Dahanu block of Thane
district required a health sub-centre. The sub-centre was sanctioned;
but the ‘politically connected’ contractor, who was supposed to build
the sub-centre, delayed the construction which stretched on for over
two years, resulting in a half-built useless structure. The villagers went
to the block level authorities and complained, but there was no response.
In this scenario, the CBMP process made a difference. The village level
members of the CBMP discussed the issue in a series of Gram Sabhas,
and then raised this at the Block level monitoring committee meetings
on repeated occasions. Further, given the inaction of the contractor,
one day scores of mobilised community members took their implements
and arrived at the sub-centre to ‘complete’ the construction on their
own through ‘Shramdaan’! This moved the local authorities and
contractor into action. The sub-centre building got completed and it
has become fully functional. Even an additional ANM was posted at
this sub-centre and at present it is a full-fledged sub-centre which is
actively used by the community. The ANM, Ms. Vasawale, reports that
‘in the last six months, there have been 83 deliveries in this sub-centre’.
2. Community-based Planning Leads to Major Improvements in
Nasarapur PHC

Based on issues identified during community monitoring, capacity
building of RKS members including Panchayat Raj Institutions (PRI)
representatives and on suggestions given by CBMP civil society
organisations, several issues were addressed in Nasarapur PHC in Bhor
block of Pune District. These improvements took place within a few
months following initiation of community-based planning:
● Lack of drinking water was identified as a major problem. Now
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to provide drinking water to patients, a water storage tank with
inbuilt water filter has been installed.
In order to make the laboratory properly functional, a tank for
water storage has been purchased and a new pipe line for the
laboratory has been installed.
People complained that there was no board with the name of
the PHC, and it used to be difficult for new patients to find it.
Now an appropriate board has been put up through RKS funds.
The post of sanitation worker was vacant in Nasarapur PHC,
which resulted in a lack of cleanliness. So to maintain clean
premises, the RKS committee has now decided to locally appoint
a sanitation worker.
Workshops on ‘Right to Health’ and ‘role of adolescents in
village development’ are now being conducted for groups of
adolescents in nearby villages, with support from the RKS fund.

3. Kavita Chooses the PHC for Her Delivery and ‘Trupti’ is Born

CBMP is gradually winning people back to the public health system,
helping them to escape impoverishment from healthcare
expenditure.The failure of the public health system in many areas to
convince even poor people about its quality of services is an ongoing
tragedy. No wonder Gopal Sonar, a poor landless labourer in
Ajarataluka of Kolhapur District sold his only buffalo for fifteen
thousand rupees, anticipating the expenses that would be required for
his daughter’s first delivery in a private hospital. His daughter Kavita,
during her pregnancy, attended some meetings conducted in the village
under CBMP. The local activist Shivaji briefed her about the improved
functioning of the PHC due to CBMP and about her entitlement to free
delivery care. Kavita was convinced that her delivery should take place
at the PHC and not in a private hospital, even though her father was
reluctant. Repeatedly assured by Shivaji, the family took Kavita to the
PHC when the labour pains began, and she delivered normally at the
PHC. Gopal was jubilant as he had to pay just five rupees at the PHC
for that delivery, as against the anticipated sizeable amount expected
in a private hospital. The newborn girl was named Trupti (meaning
‘satisfaction’)!
Some Further Steps and Decisions Required to Carry Forward
Community Action Processes
CBMP is a nascent and emerging process, which involves ‘cooperation
with assertive dialogue’ to promote health system strengthening and
reorientation. Despite positive impacts, since this process generates
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social momentum for positive change, some degree of resistance is
encountered from certain health officials who are unable to respond to
the need for change and accountability. Hence a key challenge in this
process is to ensure continued improvements in health services and
enhanced responsiveness of the health system over time. This depends
to a significant extent on health officials at various levels taking
ownership and getting actively involved in the process, as well as
adequate space being given to civil society organisations and
community-based activists to effectively promote pro-people change.
Building on and in order to carry forward the positive process of
community-based monitoring and planning in Maharashtra, further
action on several fronts is required:
Constraints Being Placed on Representation of Civil Society Organisations
in the CBMP Process Need to be Removed: It has been observed during the
last two years that the mandate/proportion of civil society organisations
in key CBMP bodies (such as state and district mentoring committees)
has been reduced. Civil society role in key communitisation bodies must
be broad based and participatory instead of being ‘official centred’. The
reduction of this role tends to constrain important multi-stakeholder
processes. Instead, adequate and effective civil society representation
must be ensured.
Need to Widen Spaces for Decentralised Health Planning Activities: While
CBMP committee members have taken initiative to give inputs to local
health planning processes, medical officers often continue to dominate
these, allowing only minimal inputs from PRI members and inadequate
space for involvement of community representatives and civil society
activists. Further, in states like Maharashtra, although several
community-based planning suggestions for inclusion in the annual PIP
have been endorsed by officials at lower levels, these seem to have been
eliminated from the final state PIP, apparently due to decisions taken
at higher levels. This is a situation that needs to change if communitybased planning is to become a reality concerning the PIP development
process. Much more receptivity, transparency and openness on part of
most of the health officials is required to make health planning under
NRHM genuinely decentralised and communitised.
Need to Plan Phased Modification of Civil Society Inputs Instead of
Eliminating these Inputs: The CBMP process in Maharashtra is based on
people’s participation, and community-based organisations with the
help of grassroots NGOs. The later are playing a crucial role in capacity
building, facilitating various types of collection of information and
analysis, as well as ensuring dialogue with and response from healthcare
providers at various levels. It also needs to be recognised that
community action is primarily a collective process, where local
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organisations play a key role in mobilising people and articulating their
issues. Given this situation, while the civil society organisations need
to modify their role to make it less intensive in the first phase areas
(where community level processes have been underway for over four
years), if the officials plan an ‘exit’ of these facilitating civil society
organisations, this is likely to seriously damage the CBMP process.
At the same time, provisions which can enable community members
to directly demand accountability, such as wide display of guaranteed
health services, publicising health entitlements through mass media,
toll free help lines for persons seeking care in public health facilities,
institutionalising participatory forums like Jan Samvads and much more
effective and responsive grievance redressal systems, need to be
operationalised. Such measures would encourage ordinary people to
ask for their health rights, requiring progressively less intensive inputs
from civil society organisations.
Addressing Systemic and Structural Health System Issues: Communitybased monitoring activities have so far been maximally effective
regarding local health services (e.g. village, sub-centre, PHC levels),
whereas actions and decisions at higher levels (district, state) have so
far been less amenable to community accountability. Similarly,
community-based planning has also been allowed some space at local
levels, such as incorporating suggestions related to spending of RKS
funds. However, despite action on local implementation issues, key
health system issues raised through the CBMP process need to be
addressed much more effectively. The recent formation of the state
monitoring and planning committee is a positive step to address such
issues. NRHM needs to develop a specific set of strategies to ensure
that genuine systemic issues being raised though the CBMP process,
such as medicine procurement or vacant posts, are effectively addressed
in a timely manner.
Experiences of Experiments on Deepening Democracy in Public
Health
Based on the process of CBMP, now people are getting involved in
revitalising health services. All role players involved in this process
now need to ensure that this process of restoring people’s confidence
in the public health system, along with improving and reorienting public
health services, is given maximum support and priority at all levels.
Such commitment backed by action can ensure that the ‘public’ comes
to the centre of the public health system.
The NRHM document on suggested broad process of initial
facilitation of capacity development addresses the tensions that are
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created by community-based monitoring in rural India. The document
reflects an anxiety about the ‘potentially disruptive situations’ and
‘demotivation of health functionaries’ and highlights the importance
of having ‘appropriate checks and balances in the methodology’. The
health officials do not have the capacity to take in assertive actions from
community representatives on deficiencies, gaps and denial of
healthcare, which leads to ‘virtual breakdown of dialogue’ and
‘complete polarisation’.
‘Democracy’ is the concept/language used by a wide spectrum of
ideologies and institutions; from military powers to social movements.
The idea of deepening democracy is a derivation from the debates
between the Athenian democracy3 of classic democratic theory and
expansive democracy4 of standard liberal democracy. The definitional
issues of community participation in primary healthcare are analysed
through 200 case studies by Rifkin (1986). Gaventa (2006) describes
processes of deepening democracy with instances of ‘focus on the
politically empowered monitoring groups, through village assemblies,
by making existing structures more inclusive of excluded groups’ (Ibid.).
Meaningful people’s participation can be ensured through a
combination of all these examples. For such participation, it is important
to understand the social practices of engagement and concepts like
deliberation, participation and decision-making process in the local
cultures. This understanding further evokes fundamental questions
related to analysis of power relations in a stratified society such as ‘where
does real power reside, how power is being exercised on an everyday
basis and so on’ (Gaventa 2010).
Numerous works 5articulate the actualisation of deepening
democracy demanding a ‘deliberative democracy’ in which ‘citizens
address public problems by reasoning together how best to solve them’;
and where the conceptualisation relates ‘equal citizens as the dominant
force in democratic life’. The CBMP ideologically and practically
demands deliberative democratic interventions and the political will
to achieve its spirit and goals. Citizens’ juries like the Jan Sunwai are a
representative sampling of the citizens, who deliberatively argue and
propose more reasoned solutions to the public issues.
The notion of community participation in health is strongly
emphasised in the Alma Ata Declaration, 1978 by envisaging the role
of people in planning and implementing healthcare programmes both
as a duty and as a right (Madan 1987). In Madan’s analysis, community
participation is hampered by a wide range of factors including
geographical specialties, non-egalitarian social structures and noncooperation of the bureaucrats and medical professionals. The Kerala
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experiment of the people’s plan programme is one of the success stories
from India which tried to transcend the existing limitations for the
purpose of ensuring people’s active participation in the level of planning.
T.M. Thomas Isaac and Richard W. Franke (2002) call it ‘a remarkable
radical experiment in democracy’. Isaac and Franke counter the
neoliberal argument that decentralisation implies ‘downsizing the state’
and argue that decentralisation is, in fact, a means of making the state
more effective and is a strategic response to an ‘affirmative democratic
state’. In their study they argue how Kerala’s campaign for democratic
decentralisation leads to “possible structures of resistance to
international neoliberal policies” (Isaac and Franke 2002: 9). Planning
as an instrument of social mobilisation, mass participation 6and
transparency is the distinctive feature of Kerala’s experiment on
decentralisation.
In India, the context of deregulation, privatisation, reduction of
social services, curtailment of state spending on services and the overall
shift of the state from being the watchdogs of democracy to stewardship
of market requires attention to the importance and relevance of the
concept of deepening democracy. This context demands people to shift
their roles from being mere participants in the democratic process to
more responsive, creative and effective forms of engagement with the
state (Fung 2003). Fung and Wright demonstrate that the panchayat
reforms in West Bengal and Kerala have created both direct and
representative channels that develop substantial administrative and
fiscal development power to individual villages. This democratic
decentralisation process is seen as ’basic reform of devolution—for
accountability’. The limitation of the process of deepening democracy
is cited in a study on democratic deepening in India and South Africa.
Heller (2009) argues that subordinate groups have limited opportunities
for meaningful engagement with the state. Another study by Heller et
al. (2007) suggest people’s participation as the good model for
development. An analysis of local governance system in Karnataka (Aziz
2000) identifies failure of a centralised system of governance and
planning to resolve local problems as the thriving force for the
introduction of the idea of decentralisation. In India, the limited
experiences with the concept of deepening democracy in Kerala, West
Bengal, Karnataka and Maharashtra show that the major form of
experiment is decentralisation of planning through the Panchayat Raj
system. These experiments had a narrow focus on public health planning
and the CBMP is a different experiment in comparison.
It is in this context that CBMP of health services supported by the
NRHM has emerged in certain states of India as a type of regular
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participatory audit of public health services, which facilitates active
involvement of people in the public health system. Community
monitoring is conceptualised as a strategy for ensuring that health
services reach the people who need them, and for ensuring public
accountability to check service delivery failures. In other words, while
efforts are being made to strengthen the supply side of health services
by other components of NRHM, the demand of health services from
the community is sought to be ensured through the community-based
monitoring and planning process. The present status of NRHM turned
National Health Mission(NHM) and its future is still uncertain in matters
related to CBMP .Focusing only on healthcare delivery through CBMP
is a limited action in itself, unless there is an effort to initiate and
strengthen people’s participation as part of the developmental agenda
in all aspects of policy making. However, the concept and practice of
CBMP, and experiences from Maharashtra indicate the potential for
transforming the power relationships in democratic processes.
Conceptually, this CBMP is based on the theme of deepening
democracy. CBMP is closely related with proactive expansion of
democratic processes, with a growing role for citizens in the monitoring
of bureaucracy and state functionaries and restoring to collectives of
citizens a central role in the governance of public services with the
exercise of people’s power. Experiences are emerging in various
countries, especially in Latin America, demonstrating how citizens may
take collective initiative to reclaim public systems, reshaping their
functioning while challenging and reversing neoliberal trends towards
privatisation.
Deepening of democracy also envisages levelling of power relations
between people and the bureaucracy; the conventional hierarchical
relationship between public systems and ordinary people, particularly
rural and marginalised communities, is challenged and is sought to be
transformed into a more equitable relationship. Hence CBMP is a step
in the right direction towards democratisation, seeking to challenge
the hierarchy between hitherto powerless common people and
unaccountable officials, by mediating an accountability process that
gives citizens and communities both voice and agency. Moving beyond
the traditional liberal discourse which is focused on individual citizens,
CBMP places communities and collectives of citizens at the centre of
accountability processes. As a process of expanding democracy, it has
a vision of changing the relations of power in the health system and
beyond; it is focused on challenging the unaccountable power of the
health bureaucracy, and promotion of people’s collective power to shape
health related decision-making.
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NOTES
1. Community members includes beneficiaries, community-based
organisations and NGOs working with communities and panchayat
representatives.
2. Thirty-five such stories of change in the context of CBMP processes have
been documented in Marathi in detail and the collection has been
published in the form of a book.
3. The major proponents are Lukham, Schumpeter, John Stuart Mill, G.D.H.
Cole and Carole Patman.
4. The idea of expansive democracy is a reinvigoration of many earlier
participatory theories as suggesting “increased participation in and
control over collective decision-making, whether by means of direct
democracy in small-scale settings or through stronger linkages between
citizens and institutions that operate on broader scales” (Gaventa 2006:12)
5. See the works of Cohen and Sabel (1997); Cohen and Fug (2004) and
Dryzek (2000).
6. ‘Mass participation is not limited to elected representatives or voluntary
agencies, but includes ordinary people assembling in gram sabhas with
non-official experts and volunteers. Officials have to work alongside nonofficials’ (Isaac and Franke 2002: 19).
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Constrained by Purchasing Power: The Story
of Calorie Intake in India Post-Liberalisation
Sourindra Mohan Ghosh

Introduction
Low consumption and availability of food have been perennial features
of the Indian economy. It was a saddle of the colonial era that India
carried when it embarked on its journey as a free country. In the early
1950s, the national monthly per capita total availability of food grain
remained below 12 kgs. As early as the Second Five Year Plan (195661), the policy makers recognised low food availability as a challenge
to the country’s development and introduced the Public Distribution
System (PDS) in the late 1950s to enhance access to basic food. In the
later years, PDS was further strengthened with the initiation of
procurement of agricultural produce through the Food Corporation of
India (FCI) at a guaranteed price fixed by the Agricultural Prices
Commission. It also induced more food grain production. The food
stocks with the FCI provided a buffer during lean or drought years. As
a result of these interventions, the later part of the 1970s and the 1980s
witnessed some success in overcoming food shortages, as by 1991
monthly per capita total availability of food grains increased to more
than 15 kgs. However, a lot was yet to be achieved in terms of securing
food consumption sufficiency for the majority of the population. Even
in the early 1990s more than 70 per cent of the rural population and 58
per cent of the urban population was still consuming fewer calories
than the government’s own standards of daily per capita Recommended
Dietary Allowances (RDAs) of 2400 kcal/day and 2100 kcal/day for
rural and urban areas respectively.
On entering the liberalisation era in 1990, the policy focus on
improving food availability fizzled out. The emerging policy
framework— reduction of government expenditure —truncated the
PDS from its universal nature to a targeted one in 1997. As the trend of
neglect of the agricultural sector and food security system set in, not
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only food grain availability but calorie intake as well began to fall. As
we shall see later in this chapter, the secular decline of calorie intake
continued unabated throughout the 1990s and during the first decade
of the 2000 as well, till a turnaround in 2011–12. Instead of critical
reflection and course correction, several explanations were offered to
prove that there is nothing to worry about such declines of per capita
calorie intakes; on the contrary it was claimed to reflect India’s social
and economic development. Arguments were put forward claiming that
increased mechanisation had reduced physical activity and hence
biological demand for energy, leading to voluntary reduction in calorie
intakes (Deaton and Dreze 2009; Rao 2000). International experiences,
ranging from the then newly industrialised Britain of the eighteenth
and nineteenth century to a more recent one of China during the 1980s
to 1990s were also mobilised to show similarity with the Indian
experience, where advent of improved technologies in the production
sphere coincided with declining calorie intake (Deaton 2010). However,
there are evidences of increased calorie intake with increasing income
in Britain as it moved up from rural poverty of the 1780s and 1790s to
1830s and 1860s. In a cross-sectional sample of different families of
workers in Britain in 1889–90, the lower income heavy industry workers’
families were found to have considerably lower levels of calorie intake
(2071 kcal daily per capita), than higher income textile workers’ families
(2415 kcal daily per capita), who presumably had ‘lighter’ work than
the former (Clark et al. 1995). Regarding China, we can end up with
misleading interpretations if we ignore the fact that firstly, China’s daily
per capita calorie intake was considerably higher (by almost 200 kcal)
than that of India’s during the same period i.e. in the early 1990s (Du et
al. 2002); secondly, the reduction in China’s calorie intake in the 1990s
was attributable to the retreat of state welfare, retrenchment of labour
and rapidly increasing food prices (Meng et al. 2004). Those who have
tried to explain declines in calorie intake in terms of increasing
mechanisation of the economy have missed the point that while
‘biological calorie demand’ depends on requirement, and hence on the
level of physical activity, actual ‘intake’ levels depend, among other
things, on purchasing power of the consumer. It is the interaction of
these factors that determines the amount of food a person consumes.
As a matter of fact, any conceptual framework that does not take into
account the interaction of different social and economic forces will lead
to incorrect inferences drawn from circumstantial associations. For
example, only going by the ‘work-requirement’ channel, would have
us believe that low calorie intake of an unemployed person is because
of her inactivity; however, nothing can be further from the truth.
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A great deal of literature has drawn attention towards sluggish
employment growth in the post-liberalisation period of the 1990s,
followed by an employment growth of low quality and un-remunerative
jobs in the first half of the 2000s, followed by the period of the last half
of the decade of 2000 till 2009-10 when employment virtually stagnated
(Chandrasekhar and Ghosh 2007; Papola and Sahu 2012). It is precisely
this entire period of the post-liberalisation era which experienced secular
declines of calorie intake. Conversely, as the employment growth rate
improved in 2011–12, so did calorie intake. This chapter attempts to
find out whether there is any link between deteriorating livelihoods—
and hence purchasing power—and decline of calorie intake in India
during the post-liberalisation period. The 2011–12 departure from the
declining trend will provide us a counter check on the validity of our
inferences. Section two of this chapter documents trends in calorie
intakes and the extent of under-nourishment in terms of calories.
Sections three and four explore determinants of calorie intakes in India;
the fifth is the concluding section.
Trends in Calorie Intake
The unit level data of five large sample Consumption Expenditure
Surveys (CES) rounds of the National Sample Survey (NSS) between
1993–94 and 2011–12 were analysed. The NSS records household
monthly consumption of all food items (its schedule covers
approximately 150 individual food items). From the quantity of
individual food items consumed1, we have calculated the calories those
food items provide and added up at the household level to get the total
household calorie intake in a month. For comparisons, we have
calculated per consumer unit2 equivalent of average calorie intakes of
individuals which makes our analysis invariant of age-sex composition
change in population over time. The methodological shift in the NSS
55th Round of CES rendered it incomparable with the other NSS rounds.
To make it comparable, we have incorporated adjustments as suggested
by Sen and Himanshu (2004a and 2004b).
Average Calorie Intake
The decades of 1990 and 2000 experienced a gradual decline in calorie
intake. As shown in Graph 19.1, in rural India calorie intake fell from
2,694 kcal in 1993–94 to 2503 kcal per consumer unit per day in 2009–
10, a decline by 7.1 per cent from 1993–94. In urban areas, calorie intake
declined from 2,553 kcal to 2,443 kcal per consumer unit per day during
the same period, a decline by 4.3 per cent. The years 2011–12 saw a
reversal of the declining trend as calorie intake increased to 2,603 kcal
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and 2,532 kcal per consumer unit per day in rural and urban areas
respectively, thus registering an increase by 4 per cent and 3.7 per cent
from 2009–10. Even with a lowered base of 2009–10, such an increase in
calorie intake is still quite substantial and, though it could not quite
reach the early 1990s level, it did manage to get considerably close to
the levels of 1999–2000. Thus, the average calorie intake level of 2011–
12 is the highest in the last decade.
Graph 19.1: Average per Consumer Unit Calorie Intake of
Individuals: All India

Source: NSS unit data, various rounds. Author’s calculation.

Percentage of Persons above Calorie Cut-off
As Table 19.1 depicts, during the period of declining calorie intakes,
percentage of individuals with intake of 2,700 kcal (or more) per
consumer unit per day—which the NSS defines as the minimum calorie
requirement for a consumer unit—also gradually reduced from 43 per
cent and 35 per cent in 1993–94 to 31 per cent and 28 per cent in 2009–
10, in rural and urban areas respectively. In 2011–12, percentage of
individuals with such calorie sufficiency increased to 37 per cent in
rural and 33 per cent in urban areas, which is the highest since 1993–94.
It is also noteworthy that percentage of persons with calorie intake of
less than 80 per cent of the 2,700 kcal norm is the lowest for 2011–12 in
the last two decades, indicating that 2011–12 improvements have taken
place particularly among those who are at the lower end of calorie intake.
Intake of such low levels of calories in the increasing percentage of
poorly fed people during 1993–94 to 2009–10 is a matter of concern.
Undernourishment has many negative physiological effects on the body
such as susceptibility to disease and infection, reduced ability of the
body to work, grow, or to heal/recover from illness. For infants, children
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Table 19.1: Percentage of Individuals with Sufficient Per Consumer
Unit Calorie Intake: Time Trends
(Rural and Urban India)

Rural 1993-94
1999-2000
2004-05
2009-10
2011-12
Urban 1993-94
1999-2000
2004-05
2009-10
2011-12

Calorie <80
per cent*

Calorie
80-100 per cent*

Calorie 100
per cent or more*

26.4
32.5
31.5
30.9
24.3
31.9
36.4
34.4
35.3
29.5

31.1
32.2
35.5
38.3
38.6
33.0
33.6
36.4
36.9
38.0

42.6
35.3
33.0
30.9
37.1
35.2
30.0
29.2
27.8
32.5

*As percentage of 2,700 kcal, per consumer unit per day.
Source: NSS unit data, various rounds. Author’s calculation.

or pregnant women—i.e. those with special requirements of nutrients—
effect of undernourishment can be particularly damaging. Also,
prolonged undernourishment can lead to reduction of body sizes due
to homeostatic adaptation. The issue of increasing undernourishment
in India in the post-liberalisation period is something that cannot be
ignored.
Factors Influencing Calorie Intake
It is important not only to understand the factors that have led to
declining calorie intakes, but also the conditions that reversed it in 2011–
12. This section is dedicated to that discussion.
Increasing Mechanisation?

There are certain scholars who do not see such declines of calorie intake
as an indication of increasing undernourishment; instead they see it as
a natural outcome of the development process, particularly, increasing
mechanisation of work leading to less requirement for energy and hence
less demand for calories. However, on the face of it, the ‘increasing
mechanisation’ (Deaton and Dreze 2009) argument to explain the
declining trend of calorie intake in the 1990s and the 2000s is inadequate
at least on one ground. First of all, technological improvement in the
production sphere over time is not unique to the 1990s or the 2000s;
one would generally agree that such relative improvements did take
place in the 1970s or in the 1980s as well. Secondly, there had been a
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gradual shifting-out of the share of workforce from agriculture, which
is generally considered to be the heaviest form of work, to services and
industry right throughout the 1970s and 1980s as well, as was the case
with the later decades (Papola and Sahu 2012). Hence, even if we accept
that, over time, activity level of the population as a whole has gone
down, it is not something unique to the 1990s or the 2000s; it has
happened in the 1970s and 1980s as well. Yet, in 1970s, calorie intake
increased (Radhakrishna et al. 2004) (daily per capita 2,268 kcal and
2107 kcal in 1972–73 to 2,364 kcal and 2,379 kcal in 1977–78, in rural and
urban areas respectively); and so it did in our most recent year of 2011–
12, when the level of calorie intake was even lower than those in 1972–
73 (2020 kcal and 1982 kcal in 2009–10 to 2,099 kcal and 2,058 kcal daily
per day per capita in rural and urban areas). So, increasing
mechanisation cannot sufficiently explain decline in calorie intake in
the post-liberalisation period.
Expenditures and Calorie Intake

While the work-requirement channel, as examined above, cannot
consistently explain the trends of calorie intake, it may be useful to
turn our attention towards other explanations. Is it possible that over
time, increasing preference for ‘better food’ shifted people away from
cheaper sources of calories to costlier ones, resulting in decline in calorie
intake? Exploring the relation between the level of spending and calorie
intake might give some insight into this proposition. Deflated by
Consumer Price Indices3 (CPI), expenditure (at constant prices) has
increased for the entire period from 1993–94 to 2011-12 (Table 19.2).
From 1993–94 to 2009–10, calorie intake declined, apparently showing
a negative relation between expenditure and calorie intake over time;
on the other hand, from 2009–10 to 2011–12 calorie intake increased,
which apparently shows a positive relation between the two. It appears
that there is no stable relation between expenditure and calorie intake
over time. The question that arises is: what can reconcile this apparent
confused relation between expenditure and calorie intakes?
Table 19.2: Average Yearly Monthly Per Capita Expenditure
(MPCE) Growth Rate (per cent), using CPI as deflator: Rural and
Urban India

Rural
Urban

1993–94 to
1999–2000

1999–2000 to
2004–05

2004–05 to
2009–10

2009–10 to
2011–12

3.1
2.3

1.9
1.8

1.8
2.7

6.7
6.1

Source: NSS unit data, various rounds. Author’s calculation.
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Engel Curves
We can examine the calorie-expenditure relation in another way. When
we plot calorie intake per consumer unit of a large population against
their MPCE (at constant prices), both in logarithmic terms4 (graph 19.2a
and 19.2b), we find a positive relationship between the level of
expenditure and calorie intake. This relationship is depicted by
positively sloped calorie Engels curves for each year in graphs 2a and
2b. During the period of 1993–94 to 2009–10, there has been a gradual
downward shift of the calorie Engel curves, so for a given level of
expenditure, calorie intake has fallen during this period. What is really
shocking is the fact that even the individuals of poorer households
reduced their calorie intake even though they had quite low levels of
calorie intake to start with. The 2011–12 calorie Engel curve stops the
downward drift; as we can see, calorie Engel curves of 2009–10 and
2011–12 almost overlap with each other, indicating unchanged levels
Graph 19.2a: Calorie Engel Curves: All India Rural

Source: NSS unit data, various rounds. Author’s calculation.

Graph 19.2b: Calorie Engel Curves: All India Urban

Source: NSS unit data, various rounds. Author’s calculation.
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of calorie intake for same levels of expenditure during this period. The
increase in average intake of calories in 2011–12 from 2009–10 is depicted
by the rightward shift of the calorie Engel curve, because of a positive
shift of the entire expenditure distribution (with both minimum and
maximum levels of 2011–12 expenditure higher than their 2009–10
counterparts).
The expenditure Engel curves—plotting log food expenditure
against log MPCE (both at constant prices)—show that the decline of
calorie intake occurred because, at a given level of total expenditures,
expenditure on food declined during 1993–94 to 2009–10, causing
reduction in food consumption and intake of calories, which does not
support the possibility of ‘increasing preference for costlier food’5; on
the other hand during 2009–10 to 2011–12 expenditure on food remained
Graph 19.3a: Expenditure Engel Curves: All India Rural

Source: NSS unit data, various rounds. Author’s calculation.

Graph 19.3b: Expenditure Engel Curves: All India Urban

Source: NSS unit data, various rounds. Author’s calculation.

Fuel and light
Clothing and bedding
Footwear
Miscellaneous goods
and services
Durable goods
Non-food total
Fuel and light
Clothing and bedding
Footwear
Miscellaneous goods
and services
Durable goods
Non-food total

6.0
8.7
0.7
10.3
7.0
32.8
6.4
7.1
0.6
14.6
8.9
37.6

5.6
7.0
0.5
8.8
2.2
24.1
5.6
5.3
0.4
19.2
2.2
32.7

20.4
2.7
38.9

12.5
2.3
31.5
6.9
7.7
1.1

7.1
8.6
1.0

1983

Source: NSS unit data, various rounds. Author’s calculation.

Urban

Rural

1972–73 1977–78

23.5
4.2
41.5

14.4
3.6
33.1
6.7
6.0
1.1

7.4
6.7
1.0

27.5
3.3
43.0

17.3
2.7
33.7
6.6
4.7
0.9

7.4
5.4
0.9

1987–88 1993–94

32.0
3.7
51.1

20.0
2.7
38.5
8.0
6.2
1.2

7.7
7.0
1.1

1999–2000

37.2
4.1
55.9

23.4
3.4
42.3
9.9
4.0
0.7

10.2
4.5
0.8

2004–05

Table 19.3: Percentage Share of Different Non-food Items in MPCE

37.8
6.7
58.1

24.0
4.8
44.2
8.0
4.7
0.9

9.5
4.9
1.0

39.7
6.3
60.1

26.1
6.1
49.0
7.6
5.3
1.2

9.2
6.3
1.3

2009–10 2011–12
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the same for a given total expenditure (Graph 19.3a and 19.3b). The
rightward shift of the expenditure Engel curve depicts increase of calorie
intake in 2011–12, as observed before as well. Evidently, an increase in
expenditures is what has caused increase in calorie intakes in 2011–12;
and a reduction of it had caused declines of calorie intake in the previous
period. The question is: what prevented the fall of food expenditures
for a given level of total expenditure during the period of 2009–10 to
2011–12, unlike what we observed during 1993–94 to 2009–10? To
answer this, we examine the role of purchasing power.
Role of Purchasing Power
One of the plausible reasons for the decline of food expenditures for a
given level of total expenditures during the larger part of postliberalisation India could be reduction of purchasing power of the
people. This can explain the pattern of calorie intakes. As mentioned
earlier, a similar experience of declining calorie intake was observed in
China in the early 1990s in the post economic reforms era. The same
phenomenon could have happened in India, as increasing
impoverishment of the general population (due to lack of remunerative
jobs, particularly in the rural sector) and withdrawal of state welfare in
the post-reform era eroded people’s purchasing power (Patnaik 2013).
Over the years, there has been a gradual change in the consumption
expenditure pattern in India as the share of spending on non-food items
in total expenditure has increased, from the 1970s till date (Table 19.3),
compared to spending on food (Government of India (GoI) 2001 and
2014b). This entire period which has seen an increasing share of nonfood spending in total expenditure has seen both downswing and
upswing phases of calorie intakes. Since increasing share of non-food
spending in total expenditure did not always necessarily mean falling
calorie intakes, the downswing phases of calorie intake must have been
those when inadequate rise in incomes in the face of increasing pressure
of essential non-food items have failed to maintain food expenditures,
resulting in reduced purchase/consumption of food items and hence
an increasing proportion of the population falling below minimum cutoff levels of calorie intakes. We are hypothesising that non-food
expenditure as a proportion to income bears a direct relationship with
proportion of persons who are falling behind the required calorie norm.
We present some evidence for this hypothesis.
Relation between Income and Calorie Intake
There is no income data available at household level against data on
actual expenditure. So there is no direct or straightforward way to
calculate actual expenditure shares in income. However, the NSS
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Employment and Unemployment Surveys (EUS) of the same CES
rounds give us daily wages of casual labourers and regular wage/
salaried workers. The casual labourers in rural areas constitute over 35
per cent of the overall workforce (GoI 2014a); and even in larger
proportion in the lower MPCE deciles. In the urban areas though they
constitute just over 14 per cent of the workforce, and have quite a
significant presence in lower deciles (nearly 35 per cent in lowest 0–10
per cent deciles to over 20 per cent in 20–30 per cent deciles). Apart from
that, the behaviour of casual labourer’s wages will probably be a good
proxy for that of the income/wages of other poorer sections of the
population. Non-food expenditure as a proportion of the casual
labourer’s income thus has explanatory importance in our hypothesis in
both rural and urban sectors, given that they are perhaps the most
vulnerable among the working class. The regular wage/salaried
workers on the other hand constitute only around 7 per cent of work
force in rural areas and very few of them appear in the lower or middle
deciles. Hence they are not important for our hypothesis for rural area.
In the urban area, however, regular wage/salaried workers constitute
around 43 per cent of the workforce, and the lower-middle and middle
deciles have a good proportion of them (around 40–50 per cent) in the
total work force. So their income has explanatory importance in our
hypothesis for urban areas. We must bear in mind the fact that wage of
regular wage/salaried worker might have a relatively high dispersion,
with its average value being upwardly biased by the earnings of the high
wage/salary categories. So the average wage of this category might not
strictly correspond to those who are at the calorie cut-off margins.
Interpretations in this regard will be somewhat affected by this
limitation. We have made several improvisations and assumptions in
constructing the per person incomes:
a) We have assumed that a rural worker works roughly 22 days
per month and an urban worker works 23 days per month (GoI
2014a).
b) In an average family of five members, the number of earning
members is calculated from respective year’s Worker Population
Ratio.
c) Wage multiplied by number of earning members gives the total
income of a family of five members. Income per person is
accordingly derived.
These assumptions were used to draw the separate rural and urban per
person income lines from respective daily average wage rates (GoI
2014a). Per person expenditure on non-food items within 10 per cent
neighbourhood of 2700 kcal per consumer unit per day is calculated as
a percentage of the two income lines. We chose this group as they are at
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the cut off margins of calorie levels and observing their non-food
expenditure against the income lines that we have constructed would
show the stress that their trend of non-food requirement would create
on the food budget, if they are faced with such incomes. The real object
of observation is not the actual percentage of non-food expenditure in
casual labour income/regular salaried income, but the trend of
proportional relation between the two.
Stress of Non-food Requirements

We observe that the period of rising non-food expenditure as percentage
of income (1993–94 to 2004–05) is marked by steadily increasing
proportion of calorie deficient people (Graph 19.4). With increasing
pressure of non-food requirements, stress on the food budget increased
leading to declining intakes of calories. Hence the mismatch between
changes in non-food requirements and incomes is a strong reason for
declines in calorie intake.
Graph 19.4: Non-food Expenditure as Percentage of Income and
Percentage of Calorie Deficient Persons

Source: NSS unit data, various rounds. Author’s calculation.

Pressure of Burgeoning Food Prices
However, increase in the proportion of calorie-deficient people (or
decline in calorie intakes) is not limited to the period of increasing nonfood requirements, relative to income. It continued during 2004–05 to
2009–10, despite stagnating/declining non-food expenditure’s
proportion to income. An important reason appears to be accelerating
food price inflation during this period (Graph 19.5), which eroded
additional nominal disposable income for spending on food that became
available due to slackening of non-food expenditure (relative to income).
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Graph 19.5: Year on Year Food Inflation
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Source: NSS unit data, various rounds. Author’s calculation.

Effect on Food Budget

The combined effect of these two factors, non-food requirements and
food prices, appear to determine the food budget that an individual
can afford. Any income increase will not translate in increase in food
budget if income increase gets absorbed by the increase of non-food
requirements and food prices. If we assume that the average of increase
in non-food requirements and food prices represents the stress on food
budget, only an income increase that can overcome this stress can
increase food consumption and calorie intakes. It is only in 2011–12
that income increase outstripped the combined increase of non-food
requirements and food prices (Graph 19.6). The year 2011-12 saw a
considerable increase in expenditure on food compared to 2009–10
(Graph 19.7), resulting in an increase in calorie intakes and decline in
proportion of calorie-deficient people.
Graph 19.6: Increase in Income vs. Non-food Expenditure and Food
Inflation

Yearly casual labour income
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Yearly regular salaried
income rise
Average of Yearly Increase in
non-food exp and food price

Source: NSS unit data, various rounds. Author’s calculation.
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Graph 19.7: Real Average Expenditure on Food
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Source: NSS unit data, various rounds. Author’s calculation.

Conclusion
Thus evidences show that the increasing pressure on food budget in
the 1990s and the 2000s caused decline in calorie intakes resulting in
increasing proportions of people falling below cut off level of calorie
intake. A substantial rise in wages particularly of the poorer sections of
workers like casual labourers, in both the rural and urban areas, in 2011–
12 compared to 2009–10 seems to be a major contributing factor to
improvement in calorie intake in 2011–12, which is consistent with our
earlier observation that such improvement has taken place even at the
lower end. Two things become clear with these evidences. First of all,
declines in calorie intakes in the 1990s and 2000s can in no way be termed
as voluntary—in the sense that people are choosing to spend more on
non-food items by sacrificing calories ‘under no constraint’—because
in 2011–12, calorie intakes increased even with increasing share of nonfood expenditure as wage rise (coupled with decelerating food inflation)
could accommodate both. Secondly, it is amply clear that people would
prefer to increase their food intake if they can afford, indicating a state
of insatiable hunger that exists in our country. The only factor that is
contributing to it is the lack of purchasing power among the country’s
vast majority of population.
The importance of crucial welfare programmes in protecting
people’s purchasing power needs to be emphasised here. Because there
are ample evidences that improvement of purchasing power and calorie
intakes in the latest year of 2011–12 was due to relative strengthening
of some of the social welfare programmes in the recent years. Two
welfare programmes, the National Rural Guarantee Scheme (NREGS)
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and the PDS, particularly stand out as important factors enhancing
people’s purchasing power through providing livelihood security and
protecting against increasing food prices. The initiation of the rural
employment guarantee scheme, though far from playing its role to the
desired extent, has had a positive impact, particularly on infant and
maternal nutrition (Dev 2011; Nair et al. 2013). With such high rural-tourban migration rates, with the migrant urban labour having familial
ties in rural areas, such rural welfare schemes have positive impacts on
urban areas as well. On the other hand, PDS, even in its truncated,
‘targeted’ form as compared to the previous ‘universal’ form has
improved in efficiency since mid-2000 (Basu and Das 2015). Both these
programmes are now under threat of dilution, or worse, of being
dismantled. While NREGS is showing signs of getting weakened with
expenditure cuts, the new Expert Committee is advocating dismantling
of the PDS. Such a notion of ‘development’ that subverts important
components of social and economic welfare of the majority of the
population can by no means be called pro-people or inclusive in its
nature. This policy direction can only impede universal healthcare, not
strengthen it.
NOTES
1. For a few food items, nutrient conversion is based on its value (INR)
consumption.
2. Taking the calorie requirement of an average male in the age group 2039 doing sedentary work as the norm, the average calorie requirements
of males and females of other age groups are expressed as a ratio to this
norm. For more details, see GoI 2014c: 8.
3. Monthly Per Capita Expenditure (MPCE) is deflated by Consumer Price
Indices. Consumer Price Index for agricultural labourers and for industrial
workers were used for rural and urban areas respectively.
4. The use of logarithm makes it possible to condense large individual data
sets from different NSS rounds for each year.
5. Increasing preference for costlier food items—that give fewer calories
per rupee spent (at constant prices)—can be visualised as a situation
where at a given level of total expenditure, calories decline even with
food expenditures remaining the same; however, it makes no sense that
there is an increasing preference for costlier food yet food expenditure
itself is falling.
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Postscript
Reflecting upon the shift from a social democratic perspective to the
current economic thrust of planning, the chapters in this book focus on
two contrasting, though similar sounding visions of universality: the
Universal Healthcare, which is now being offered as the panacea for
the crisis of public health; and the Comprehensive Primary Healthcare
(CPHC), which was not given its due in India. The authors offer insights
into the limits of Universal Health Coverage (UHC) in handling the
crisis that the health sector faces and its contemporary challenges.
Investing in the health of citizens engaged in the economy increases
revenues, through higher productivity of labour as well as taxation,
and by way of pooling resources to expand appropriate health services
as well as employment. Thus, there is a two-way relationship between
the health of a people and their economy. However, capital is also
generated when sections unable to purchase or pool resources are
financed by the state, not to keep them healthy, but for their terminal
and tertiary care, and these services are provided by private institutionsspecially the fast growing corporate tertiary care institutions- which
primarily serve sections that can pay substantive charges. By thus
maximising their profits, these private institutions serve the interests
of national and international finance. The revenues thus generated keep
the global markets breathing, not necessarily the people.
The industrial revolutions, along with the wealth extracted from
the Asian and African colonies had overcome the poverty hump in the
imperial nations. The consequent experiment with universal provision
of health over the 1940s starting from Britain and Saskatchewan district
of Canada, funded by the state as a part of welfare services in the postWorld War II reconstruction of Europe, had itself become the very basis
of capitalist growth. Striving for equity in the distribution of services
according to needs distinguished a situation where the required finances
could be mobilised. Also, these experiments in UHC did not have to
address absolute poverty. In proposing UHC as an alternative to
countries with high levels of poverty and social deprivation today to
primarily address financial risk protection through “revenue collection,
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pooling and purchasing” (World Health Organisation (WHO) 2005: 1)
as well as external funding the WHO ignores welfare, social equality
and, democratic participation as critical. It ignores that if the state does
not fully support health interventions for all according to their ability
to pay, a certain level of income must be in everyone’s reach. It
underplays the reality that, for the poorer countries, ‘prevention’ is not
immunisation and health education alone, but addressing issues of food
security, drinking water, work, housing and other welfare services
which are systemic challenges. As these cannot be purchased by all,
and as financial protection of the vulnerable for tertiary and secondary
level care alone is an uneconomical way of handling diseases, all these
must remain a state obligation. Even if we concede that, given its political
constraints, the WHO did its best in suggesting a move from Out-ofPocket Expenditure (OOPE) as the primary financing model to a mixed
financing model (OOPE, insurances and revenues), and ultimately to
revenue-based social insurance systems, which countries like Brazil and
South Africa and many others are struggling for (People’s Health
Movement (PHM) et al. 2014), the case of India stands apart.
In India the commitment to the Alma Ata Declaration for Primary
Healthcare has been side-lined without much ado since 1980. The
explanations vary from resource scarcity to the long period required
for a comprehensive approach, the inefficiency of the state health sector,
the crisis of catastrophic OOPE, and an existing efficient private sector
infrastructure. Hence, the state investment in public sector health has
barely improved and supportive welfare services have declined. Also,
over the years, direct taxes have declined and indirect taxation has risen
pushing up service costs for all sections, making the poor even more
vulnerable. Here we briefly explore the overall utility of a given model
of UHC, the official attempts to justify it, and underline the need for an
alternative strategy.
What Has UHC Contributed and for Whom?
The chapters reveal that UHC in India is not about addressing the
complexity of epidemiological priorities through appropriate and
affordable technologies; it is about building a demand based hi-tech
medical care market for a small section, that also transforms the state
into a client by promoting protection of the poor against ‘catastrophic
expenditure’. It maximises the operation of the medical industry and
undermines public institutions in the process. Born out of the state’s
dependence on global corporate interests, UHC transforms medical care
services into profitmaking commodities and changes the nature of public
health itself. Within the frame work of neoliberal reforms, UHC is more
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amenable to working as an engine for economic growth. The logic of
‘catastrophic expenditure’ lends urgency and an impression of concern
for the people, ignoring the issue of comprehensive health as a
constitutional right.
The strategies to commoditise and commercialise health services
over the 1990s were considered inadequate as introduction of user fees
could not add sufficiently to institutional revenues and pushed the poor
out (Prinja et al. 2012); private insurances were untenable for the
majority; and Public Private Partnerships (PPPs) barely improved public
institutions by casualisation of workers, contracting out services and
locating private diagnostics in public institutions. Their quality of
services, in fact, declined as the service ethos got undermined while
private partners got away with huge concessions and unbridled profits.
Prevention too has become the domain of unsafe technological
interventions. At the turn of the new century then, the union government
initiated its Janani Suraksha Yojana (JSY) in 2005 and Rashtriya
Swasthya Bima Yojana (RSBY) in 2008. The first state-level insurance
scheme (Chiranjivi Scheme in Gujarat) was rolled out in 2006. These
so-called insurance schemes (now assurance) offered limited technology
packages in new forms of PPPs. State-financed services were offered
both by public and private institutions. These schemes empanel much
higher proportions of private institutions compared to public
institutions, indicating the latter’s poor working conditions. The new
monetary management strategies, based on prescribed conditions for
empanelment and numbers of families registered, did not address the
issue of years of resource depletion of public hospitals and their need
for strengthening. It only added to the resource depletion and quality
declines of public institutions. Their potential to become a cheaper,
effective, efficient, ethical, institutional authority, that could compete
with, and thus regulate the private sector providers, was thus
compromised while the state-financed insurance schemes became a way
to shift public resources to the private sector. The OOPE remains high
given the insufficient monetary help for hospitalisation and the neglect
of basic outpatient services, while the competition within the private
sector itself marginalises its primary care providers.
Rising investment in new models of fragmented central and statefinanced medical insurance schemes—without simultaneous increase
in total investments in the health sector— negatively affected areas of
public health other than medical care. Declining finances for the
Integrated Child Development Scheme (ICDS), Public Distributive
System( PDS), drinking water and National Rural Employees Guarantee
Act (NREGA) were also not conducive to the health of the poor. The
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unregulated cost spirals of health services and basic food rose making
more vulnerable those just above the poverty line and left out of health
insurance. The poor economic and social conditions in which the
diseases of poverty are embedded1did not concern the Indian model of
UHC. Thus, pushing technology while ignoring the limits of medical
care, concerns of equity or coverage, and even evidence, it left the
responsibility of the less profitable but basic components of the health
service system (maternity care, communicable disease control, training
of paramedical personnel, monitoring, drugs, equipment, etc.), to the
public sector. The value of people’s participation, despite its
demonstrated impact, was also neglected. The public and private sectors
remain functionally uncoordinated and cooperation between them
regarding information pooling and running national disease control
programmes, or regulation of standards, is conspicuous by its absence.
Clearly, the objectives of the two sectors conflict, and preferences of
policy makers for revenue generation stand out as a strong force in the
undermining of public institutions and contracting these out for private
management.
This fast-transforming health sector is located in a larger context
where the focus is on economic growth without much attention to
redistribution or improving significantly the purchasing capacity of the
people. When health-services become a commodity in such conditions
and are brought into an unregulated market of sophisticated
technologies, the majority of the working classes cannot access it until
the state pays for them. The consequence of this is what we observe
today. Political exigencies restrain the government from withdrawing
the promise of providing health services. So UHC, by undermining the
earlier approach of building a three-tier state health infrastructure or
even National Rural Health Mission (NRHM) within district boundaries,
pushes commoditisation of medical care services and forces a vast
majority to fall into the net of the medical market or state-led insurance
schemes for medical care run mostly by private institutions.
There have been improvements in average health indicators over
the past twenty years and economic growth is important in this. These
facts, however, when used to justify the nature of development in the
national context, are debatable. The major beneficiaries are the Indian
elite and the upper middle class who support the prevailing state
policies. This is reflected in the analyses of the stresses on purchasing
power, urban governance of water supplies and the agricultural crisis—
all so critical for health. The well-off however, having acquired welfare
and basic facilities for themselves, see hi-tech medical care as desirable.
The public overcrowding and inadequacy of public hospitals repels
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them and privatisation of care is welcome. This class is defined as the
‘aspirational classes’ (Visvanathan 2015), as if aspirations are dependent
only on money and social position. The historical advantages they have
acquired are certainly not ‘natural’ or based on merit as they are rooted
in their historical alliance with the power of the state. Their self-interest
absolves the state of its responsibility towards those who live below,
on, or just above the poverty line. They participate in proposing global
help for UHC and achieving outcomes within the global directives of
investing in health to achieve economic growth and freedom from
disease (Lancet Commission 2013). The state, in turn, helps by rejecting
long term planning and pronounces that, ‘India’s middle class is unique
in its size and purchasing power…and an important driver of
growth…Our continued challenge is to ensure that this economically
vibrant group, remains engaged and its potential is fully realised....The
Non- Resident Indian (NRI) is a strength…Future national policies must
incorporate this strength in order to broaden their participation in the
new India…’ (GoI 2015).
The promotion of UHC at the cost of a systemic approach to health
is rooted within this vision. Instead of strictly delineating shared
objectives and elaborating on how the public and private could function
as one system, the defence of the private sector is that its size cannot be
ignored. What does get ignored, however, are the unregulated prices,
profits and investment patterns within the private, especially corporate,
sectors that ignore primary care. Their partnerships are being
encouraged, and concessions and exemptions are awarded to them as
industrial units contributing to revenues, rather than to the health of
populations. These biases reflect state priorities which lie in faster
growth rates and not in equity. The fact that slow infrastructural growth
due to low investments over the past decades actually induced the
growth of the corporate sector, is being overlooked in favour of a two
hundred and eighty billion dollar health market by 2020 (Federation of
Indian Chamber of Commerce and Industry (FICCI) 2015).
It is not very surprising then, that despite the evidence that average
gains or declines, when broken into class averages indicate serious
inequalities, not much attention is paid to real health needs of people
living at different consumption levels.2 The reality of rural lives reflected
by the 2011 caste survey, where 73 per cent of household live, of which
74 per cent earn less than five thousand INR per month, 56 per cent are
landless, and 51 per cent are casual labourers, is not debated in public
fora (Mander 2015), while clinical medical care of the UHC is projected
as the panacea for their ill-health.
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Justifying UHC and Carrying it Forward
PPP based state-led insurance has become the central thrust of the
prevailing medicalised and targeted model of UHC (a contradiction in
terms). These insurance schemes (now called assurance schemes)
contradict the principles of insurance system—risk pooling and fair
financing in health (where every member of society pays the same share
of their disposable incomes to cover their health costs). By targeting the
poor only the high risk populations are clustered and the elite who get
the higher share of social welfare benefits falling sick less often and
also demand a different set of services affecting the market- are free
from the responsibility of social solidarity. For example, poor
surveillance of communicable diseases (John et al. 2011) known as the
diseases of the poor-hampers their monitoring and adds to the
disadvantage of the poor. Similarly, increased indirect taxation and
lowered direct taxation of the rich reduce the fund pool and increase
the burden on the poor. So, in an effort to enhance decentralised district
planning, the National Population Commission initiated the Annual
Health Survey (GoI n.d.(a)) for nine states (empowered action group
and Assam), for information on vital health, caste and class composition
of the population. Unfortunately, this data has not been used to show
the health differentials among castes or classes, ignoring the distributive
injustices. Unlike the NSS the unit data of these surveys are not freely
accessible to researchers either!
Official financial accounting is another effort at rational planning.
A National Health Accounting (NHA) system recording financial flows
‘is meant to present resource mobilisation for investments to build
productive infrastructure for a sector’. For example, revenue generated
by taxes, equity, debentures, bonds, public deposits, self-financing,
borrowing from global development finance institutions, indigenous
bankers advancing finance and direct foreign capital, all are ways to
finance industry. Similarly, in a NHA system concerned with financing
strengthening of health services, the resources may be domestic or
foreign, private or public in origin and in the form of direct investment,
credit, charity, taxation, or, premium for insurances (Choudhury and
Nath 2012). The emphasis here is on expenditures with an eye to future
capital building and not for immediate utility (current expenditures)
though even that is important to track.
The Tenth Plan proposed developing a NHA system for tracking
resource flow into all components of health sector to rationalise and
streamline this critical aspect of planning. It pointed out that, the high
levels out-of-pocket expenditure come from both in and out patient
care as the latter is primarily from private and the former from public
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sector which despite its much lower costs leads to OOPE due to poor
availability of drugs in public hospitals (GoI 2002: 135).The NHA was
set up in 2005 and published its report in 2009 to present the details of
health expenditure (NHA Cell 2009). While it was clear that OOPE
constitutes a substantial share of the private expenditure, NHA provided
little clarity on any other form of private expenditure either as direct
investment or as private equity (domestic or foreign). Unlike the Annual
Budget documents, NHA only uses the term ‘expenditure’, it does not
specify revenue or capital expenditure. So, the public, non-profit
entrepreneurial expenditure, premiums of public and private firms,
social insurance funds, external funds are all acknowledged as
‘expenditure’ without any complete accounting for the corporate or noncorporate private business investment in health. Even the basis of
categorisation of expenditures are mixed with some categories based
on functions (social security insurance and premiums giving firms in
both public and private firms) and others on source of expenditure
(public, private, NGO, local body and external funding). It is therefore
difficult to separate ‘public’ from ‘private’ and capital from revenue
expenditure.
As a consequence of the above practice, while at the policy level,
cooperation with the public sector and aliening with national objectives
is prescribed for the private sector, in matters of accounting the former
is left alone. Despite this significant information gap, the NHA projects
OOPE as the main representative of private expenditure in the total
expenditure! Even the private sector expenditure on employee
premiums in firms and social insurances is mixed with public sector
expenditures on the same, and cannot be delineated.
Irrespective of this flawed methodology of including price paid by
individuals for treatment in private sector expenditures, the National
Commission on Macroeconomics and Health (GoI 2005; Rao et al. 2005),
using the NHA cell data, estimated a total expenditure of 4.8 per cent
of Gross Domestic Product (GDP) for the year 2001–02. It emphasised
the role of private sector expenditure and OOPE as a part of it while
public expenditure on health was said to be one-fourth of the total.
This was supported by the Eleventh Five Year Plan that projected the
total private expenditure in health as 3.5 per cent as against 0.96 per
cent public expenditure and an estimation of INR 76,094 crores as OOPE,
including both premiums paid as well a cost of treatment (GoI 2007:
105).Thus, an impression has been created of a key financial role played
by the private sector. In reality a big chunk of it goes into profits that
make medical market attractive. Interestingly, this accounting practice
of including OOPE in private expenditure is promoted both by the
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World Bank (WB n.d.) as well as the WHO (WHO 2008). This is
contradictory as OOPE is also considered as a ‘financial barrier’ (Guy
et al. 2008) to healthcare for millions of people.
The distinction between expenditure as price for services, current
expenditure of the state and as investment in building infrastructure is
thus lost by NHA. OOPE or the price of services is in fact the ‘investment
recovered’ by investors and the ‘profits they make’. It can be clubbed
with private expenditure only at the cost of losing clarity regarding
actual investment in the health sector. The irony lies in the fact that for
most other commodities the buyer can withdraw from the market when
under economic duress but the same is not possible if life is threatened.
The choice of treatment is also not in the users hands. People incur this
expenditure to save themselves, not as premiums or as security and
solidarity to strengthen services. It is this vulnerability of the people
that enables the ‘steward’ of the market economy, the state, to blur over
the difference between expenditure as price and expenditure as
investment! The distortion also lies in the fact that money recovered by
providers as OOPE is not necessarily reinvested in building
infrastructure as it may go to the state treasury or to the private investor
as profit. Thus, without any theoretical clarity, explanations, or data on
how OOPE is divided, it is assumed to be a part of the total private
expenditure. This only artificially expands the latter’s resource
mobilisation capacity to 3.5 per cent of the GDP.
The actual financial flows, when tracked, show an immense business
potential for corporate medical company credits that flow into the
private health sector and help pay the loans, dividends on shares as
well as make profits out of the real investments that start to pay back in
about 7 to 8 years of setting up a hospital (Alam and Khader 2015;
Itumalla and Acharyulu 2012). It is not surprising then that the growth
of the private hospital sector is the highest with a compound annual
growth rate (CAGR) of 12-15 per cent, and so is its capacity to attract
foreign and domestic private investors. The attraction of India’s medical
market for financial institutions (both domestic and foreign is well
recognised and is linked to its lax regulation, poor services, rising
affordability, demographic shifts towards chronic diseases and policy
support. Also, equity funds search for voting rights and management
control to shape the sector to keep the rate of returns high (Kalyani and
Laxmi 2015) and the directions of growth conducive to profit making.
The size of medical market is expected to be around US$104 billion in
2014 and 280 billion by 2020 (HDFC Investment Advisory Group 2015;
Alam and Khader 2015).
The NHA also treats the assured medical care schemes (direct
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payment for the poor), as state insurances and an investment. This is a
perfect camouflage under the umbrella of partnerships where 50 to 80
per cent of the empanelled hospitals across states happen to be private
(GoI n.d.(b)). They transform the state into a ‘client’, purchasing services
not building or strengthening it. Like OOPE, this assurance price too is
falsely presented as state’s productive expenditure. While the poor
continue to carry the burden of catastrophic expenditures, the financial
benefits of these assurance/insurance schemes are shared by the
insurance company, Third Party Administrators (TPAs), the hospital
owners and the financial institutions—free to reinvest as they like.
In brief the NHA adds up capital and revenue expenditures and by
adding a fraction of private expenditure to OOPE in its accounting, it
absolves the private sector from any scrutiny. This jugglery helps
camouflage the unaccounted private sector and obfuscates the vast gap
in information regarding private investments. When we disassemble
it, we find:
1. The way the data is presented a systematic analysis is not
possible. For the US, Illich provided evidence of profits of the
medical industry3, but we have no accounting of how much of
the actual private investment is recovered, what part of it is
private profit4and how much of the profit is actually reinvested
in health by the private sector. Thus, there is a huge information
gap which is covered by calling all of OOPE private expenditure.
2. If in the NHA data, we take out OOPE from the total health
expenditure, the actual expenditure accounted for is only 1.25
per cent of the GDP of which 0.86 per cent is public sector
expenditure and 0.39 is private.
3. The NHA also underestimates OOPE by families on sickness
as it does not include expenses on travel, income loss, staying
arrangements and food for attendants (NHA Cell 2009).
4. In a situation where overall public investment in health has not
improved and the state still continues to be responsible for
disease control programmes, family welfare, PHC
infrastructure, medical manpower education and training,
health information, monitoring and regulation, it is but obvious
that, due to the rising share of targeted direct payments to the
providers (wrongly called state insurance), all these public
functions will be undermined thereby creating more space for
the private sector.5,6,7
This undermining of the public sector is clearly reflected in the slow
but definite handing over of medical education to the private sector,
declining investments in the NRHM, discontinuation of monitoring
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systems (such as National Nutrition Monitoring Bureau (NNMB), and
constant emphasis on partnerships with private providers, even for
national disease control programmes such as National Tuberculosis
Programme (Unger et al. 2010). This blind faith in the business model
for medical care is also reflected in the fact that, land costs almost 60-70
per cent of the total cost of building hospitals (Dhawan 2015). And of
this total cost, the government policy is to give loans at throw away
prices, and annuity loans up to 20 per cent and viability gap funding of
up to 40 per cent as shown by Bijoya Roy in this volume (Roy 2019), for
the private projects, this in itself becomes an incentive to investment,
given India’s attractive medical market. This business model distorts
health service system where health is peripheral to generating profits.
The emphasis is on becoming self-sufficient and generating further
profits without any accountability towards medical services. This
underbelly of the reforms needs to be explored.
The Twelfth Five Year Plan ‘against all public health rationale’ split
UHC, tertiary care, and National Health Mission (NHM) and made
funding “an instrument of reforms and incentive” (GoI 2012: 18). The
funding for states is made conditional to force higher investments but
the social responsibility of the corporate sector is emphasised without
any conditions! While the public sector was to take care of residual
services, the PPPs such as RSBY were to deliver UHC to protect against
catastrophic expenditure. Its expansion thus became a priority while
the funds for basic infrastructure shrank! This arrangement is perfect
for the corporate sector, with rights to retain profits from an unregulated
market without any risks. This is achieved as PPP assures payment
from the state for treating the poor and their business now has increased
access to those not covered with insurance.
At the Crossroad
OOPE in India has declined by 11 per cent according to the WHO8. This
is commendable and matches the 55 per cent coverage of the targeted
BPL families, but has it contributed to better health and equity of welfare
for the poor? The evidence from official sources itself speaks otherwise.
It calls for a relook at NITI Aayog’s advocacy for, greater dependence
on insurance-based models, with the private sector playing a central
role (Sethi 2015), and UHC needs to be redefined in a way that suits the
needs of the majority. While it is true that we cannot hope to go back in
time and the private sector cannot be ignored, it is equally true that the
thinking professionals from public and private sectors must face the
dilemmas facing a model of UHC reduced to medical care based on a
system of two-tier care— one for those with means and a voice and the

Postscript 467
other for the voiceless and indigent (Ibid.). All other components of
public health are considered irrational in this model as they require
‘subsidies’ that are considered to be a chimera and irrational, while
state funds when demanded by the corporations are called ‘incentives’
and are rational. The underlying emphasis here again is revenue
generation, not wellbeing.
Firstly, this model is not able to provide full coverage to the needy.
Secondly, even those who are covered continue to pay heavily as their
primary expenditures of Out Patient Department (OPD) and excess
OOPEs in hospitalisation are not covered. Thirdly, when the state
directly pays the private providers at a higher rates as compared to the
public sector (Choudhury and Nath 2012), it is using an inefficient
strategy. Fourthly, this diversion of resources impedes investments in
strengthening and rebuilding the weakened public sector. With rising
demands from the private providers for higher ‘incentives’, and the
crisis within primary and secondary level care due to lack of institutional
sufficiency, as in NRHM, this model may become unsustainable as
happened in Venezuela (Lohman 2015). Fifthly, state-led insurances
are targeted schemes; herding of the poor together seriously impacts
the quality of tertiary services being provided (Vasan et al. 2015). Last,
but not the least, in this process the broader vision of comprehensive,
integrated public health exits the national vision.
This crisis is fuelled by increasing dependence on hi-tech and
spiralling costs which lead to shrinking markets and sucking in of state
funding through rising premiums as in Central Government Health
Services (CGHS) (Mukherjee 2012).The Annual Union Budget 2016-17
(GoI 2016) has pushed the proportion of state health insurance to 9.5
per cent of the health budget from 7.3 per cent of the total health
expenditure in 2014–15, while the total investment has declined from
0.256 per cent to 0.254 over this period, affecting negatively disease
control programmes, drug availability, and manpower for basic care. If
the 73,144,919 targeted BPL families are to be covered by the RSBY—of
which at present only 55 per cent is covered (40,430,279 families) (GoI
n.d.(b))—then, this expenditure will continue to increase (Qadeer and
Ghosh 2016) and yet the country will be nowhere near universal care,
as equal numbers sit on the BPL line while the rest pay for services.
This in fact, will lead us from crisis to chaos in the absence of an increase
in the health budget.
Instead of ignoring market failures in the distribution of healthcare
services for the sake of high economic growth rates, the need is to
recognise that: (i) public health service is inclusive of medical care and,
only when provided as an organised systemic intervention based on
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epidemiological needs, can it begin to assure health. The manpower,
technological and managerial needs of such a system should be
affordable and responsive to all sections; (ii) expenditures on personnel
and drugs should be considered an integral element of such a system,
and not redundant or dispensable; (iii) the state must take the
responsibility and begin to increase its investment in infrastructure over
time; (iv) the cycle of declining investment in infrastructure and
increasing cash payment to private hospitals needs to be reversed by
actually including private primary care providers for partnerships while
secondary and tertiary care for priority diseases of the BPL must be
strengthened over time in public hospitals; (v) strengthen the NRHM
and its urban component and use traditional systems and local health
traditions; (vi) use of technology needs to be rationalised; along with
(vii) addressing issues of food security and agriculture, safe drinking
water (not just its sufficiency and access), healthy and safe environment,
housing and transport are no less important. This means controlling
medical markets and monitoring its revenues for the purposes of
regulating it.
Can the private sector play a role in this reorganisation as a selfdisciplined partner sharing objectives and mutually agreed
responsibilities? Or would it prefer to stay in the free market space
without incentives? This question must be posed if India is to move
towards covering its citizens with basic services. Partnerships, if any,
have to be well defined and well regulated with level playing fields
ensured to public institutions. This calls for the state to free itself of the
shackles of dependence on global policies and for strategic experiments
with management designs for PPPs. In other words, there is a need to
re-examine the notions of social responsibility of both the state as well
as the corporate sector. Corporate responsibility, we have argued
elsewhere, should not only mean the right to partnership and subsidies
but good and ethical business (Qadeer 2014) where the boundaries of
the health markets are not unduly stretched or profits are redefined by
adding health benefits; the small and single private primary providers
are not squeezed out; and effective regulation is created for both sectors.
This is not possible without organisational and professional
rejuvenation, market regulation, adequate state financing and
recognising state responsibility for the public sector and social
participation. The role of democratic processes cannot be
overemphasised in this alternative model. If the state chooses to, or is
compelled to, attempt a midway correction by addressing these issues
and learn from the democratic low-cost experiments that are going on
within the country in making drugs and healthcare available with
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people’s participation, it may surprise itself by finding within the
country experiments that indicate some desirable directions for the
future.
Imrana Qadeer
NOTES
1. The WHO estimates 25 per cent deaths each year due to environment
related deaths (Prüss-Üstün and Corvalán 2006).
2. The differentials in calorie intakes across expenditure groups are
highlighted in Qadeer et. al. 2016.
3. According to Ivan Illich (1975), 8.4 per cent of American GNP was due to
medical industry compared to 4.5 per cent in 1962, there was a 74 per
cent rise in general price index over past 20 years but the price of treatment
had escalated by 330 per cent. This has lessons for India.
4. Indian industry claims contributing 4-5 per cent of the GDP and its
medical market as one hundred and four billion US dollars in 2014, but
no estimates of profits or reinvestments of the industry are known while
the number of equity shares rises! (HDFC Bank Investment Advisory
Group 2015).
5. The last three years annual budgets show an increase in state financing
of insurances and tertiary care while the finances for NRHM, basic
services, and human resources have come down (Annual budgets of 201415, 15-16 and 2016-17 GOI, Ministry of Finance http://www.union
budget.nic.in/vol2.asp?pageid=4 accessed on 12 April 2017.’
6. The financial pressure is evident as the RSBY estimate of 29 per cent BPL
families is much lower than the Tendulkar Committee’s estimates of 37.6
per cent BPL families as pointed out by (Dror and Vellakkal 2012). At the
same time household OOPE on health as share of total expenditure has
increased (Krishnan 2015).
7. It is also evident that the steps suggested for resource mobilisation by
the Working group of Planning Commission for the Eleventh Plan on
financing healthcare, have remained on paper except for private
partnerships (GoI 2006).
8. The decline in OOPE between 2005 and 2009 is 11 per cent (estimated as
60 per cent of total health expenditure in 2009) (WHO 2014).
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