Need for health insurance
By Shahid Kardar

IN Pakistan, public healthcare provision has not been successful in creating health security for the poor. The sector remains grossly under-funded, with public expenditure on health accounting for barely 0.5 per cent of the GDP of which close to 75 per cent is spent on salaries. There are only two countries in the world — Nigeria and Sudan — that spend less than this proportion on health.

It is around one per cent for India, two per cent for Bangladesh and Nepal and three per cent for China, while for most developed countries it ranges from five to seven per cent.

More than 80 per cent of the total healthcare expenditure is spent by the private sector and almost all of this represents private out-of-pocket expenditure on curative care — consultations and in-patient diagnostic care, laboratory tests and medicines. It is noteworthy that between 1990-2001, three countries — Bangladesh, Nepal and Bhutan — which recorded the maximum increase in public expenditure on health, also recorded the maximum reductions in infant mortality rates (IMR). The average annual reduction in IMR for Bangladesh was 7.6, Bhutan 4.7, Nepal 5.8, Sri Lanka 3.9, Pakistan 1.96 and India 3.1.

Moreover, even the benefits from these low levels of spending are spread unevenly between the relatively affluent and the more vulnerable segments of the population. Equity and quality considerations in healthcare have been vastly neglected and there are continuing disparities in health outcomes. There are glaring failures in the management and delivery of quality healthcare. The health sector has acquired a notorious reputation for inefficiency and corruption at all levels. Most of the government-operated outlets for primary healthcare, except perhaps in Punjab, are on the verge of total collapse.

Quality standards are practically non-existent as are performance assessments, with little accountability in both public and private sectors. Very few norms and standards are adhered to. The consequence has been the growth of a large private sector that, as economist Amartya Sen said in the case of India, thrives on “quackery and crookery”. There is little performance monitoring in health centres. A forward-looking and progressive vision has to be grounded in the principles of equity, rights, justice and respect for human dignity.

There are some forms of social welfare protection instruments in many countries like unemployment benefits or social security for the needy, driven by the belief that it is the primary responsibility of the state to look after its citizens. Free or subsidised healthcare is also one such instrument.

Poverty reduction and health outcomes are integrally linked as improved health outcomes contribute to reduction in poverty and vice versa. Several studies have shown that expenditure on healthcare is more effective in reducing poverty than expenditure on poverty alleviation programmes.

They have also revealed that a significant factor for the impoverishment of households is the lack of protection from the economic outcomes of ill health or death.

A major illness of just one member of the household (especially if he/she is the primary bread earner) can throw the entire family into poverty. This is borne out by both anecdotal and other evidence in Pakistan.

The poor and aged are forced to sell their assets or take massive loans to cover the costs of medical treatment and care. They are also exploited by indifferent health professionals in the public sector. They are caught in a vicious circle of poverty. The latter breeds ill-health which results in impoverishment and indebtedness. Hence, efforts to tackle poverty should consider the role of health, and health security should not be viewed as an end in itself but one for achieving the broader goal of poverty reduction.

Those hardest hit by lack of health coverage are the poor, who suffer from higher levels of mortality and malnutrition than the rich. A World Bank study on India shows that the poor-rich risk ratio is 2:5 for infant mortality and 1:7 for children underweight and that 24 per cent of the poorest quintile do not seek medical care when ill mainly because of poverty compared to nine per cent in the richest 20 per cent.

Furthermore, according to the World Bank, hospitalised Indians spend more than 58 per cent of their total annual expenditure on healthcare and almost 25 per cent of them fall into poverty every year as a direct result of medical expenses they pay on hospitalisation.

The point is that low levels of expenditure, poor quality of services, and inefficiencies have failed to provide decent health cover for the poor. This has raised the need for alternative financing mechanisms and instruments to achieve this objective, that is, health insurance to improve the access of the poor to health services — an instrument now being developed by insurance companies in the private sector for the more affluent households and for employees of corporate entities. The poor can also make small, periodic contributions that could go towards meeting their healthcare needs. Hence, the need for setting up a health insurance scheme for low-income groups.

The government of India introduced the Universal Health Insurance scheme targeting the poor in 2003. The premium was set at Rs365 per annum for an individual and Rs548 for a family of five.

The government gives a subsidy of Rs100 per family below the poverty line. The benefits include reimbursement of expenditure of up to Rs30,000 and illness compensation of Rs50 per day for the period of hospitalisation of the earning head of the family. There is a provision of coverage for Rs25,000 in case of death of an earning head of family in an accident.

The problem with the scheme is that the premium is too low for the insurance companies to offer good coverage and too high for the poor to pay upfront. Thus so far only two per cent of the policies have been sold to the people living below the poverty line. Pakistan, by learning from the experiences of India and other developing countries, can introduce its own scheme that addresses the kind of weaknesses identified here.

To make the scheme financially viable, the transaction costs for the insurance companies can be lowered by educating the people to buy insurance as a group contract (important characteristics for which would be age and sex of members) so that risks and contributions are pooled more effectively, while flexibility in payment of premium and the system of certifying claims and healthcare provision can be improved by the introduction of an agency that acts as an intermediary between the target community and the insurer.

For the poorest of the poor who cannot make any contribution, health insurance will not be relevant. For them there would be continuing need to provide free access to public health facilities or subsidised healthcare in private facilities. Health insurance as a financing mechanism would be appropriate only when part of the cost is recovered from the beneficiaries. It would make sense only when the beneficiaries are in a position to contribute something, provided, of course, this offers a means for the low-income groups to meet their priority health needs in a cost-efficient manner.
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