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There are many overseas investors looking to invest in such ideas. 
They have shown keen interest in seƫng up no-frills model of 
smaller hospitals in Ɵer-3 ciƟes that ensure faster return on the 
capital. 

Editor’s Note

India is a country with diversity and so is its populaƟon, hailing from disparate socioeconomic classes spread over vast geographies of urban 
and rural hinterland. Healthcare planners therefore have to plan to cater to all its populaƟon, when they set out to provide healthcare for 
all. The present system of healthcare has been geƫng more and more expensive by the day. Of late, those who are not covered by health 
insurance are finding it rather difficult to pay for care services. This holds true especially for the middle class in India, which consƟtutes the 
largest mass in semi-urban and urban India. Thereby, lower income groups, primarily the unorganized sector, find it extremely difficult even to 
get admiƩed in hospitals for treatment. 

The government has been mindful of the fact. Ergo, it has popularized social health insurance schemes like R.S.B.Y. and E.S.I.C. to cover these 
people. Apart from mode of payment for treatment, India also needs to uƟlize the apt technology to make quality healthcare available in 
remote geographies. Use of telemedicine is the best way to reach diagnosƟc tools; the government is keen to take the PPP route to ensure it. 

The Andhra Pradesh Government seems to have taken a lead in this respect and has both diagnosƟc and therapeuƟc PPPs to its credit. Other 
states should also imbibe the concept and employ such an inclusive use of technology. 

High volumes in hinterland will surely make investments aƩracƟve for private players. Already, there are many overseas investors looking to 
invest in such ideas. They shown keen interest in seƫng up no-frills model of small hospitals in Ɵer-3 ciƟes that ensure faster return on the 
capital.

In urban centers, day surgery is fast catching up as a concept, by which many chains have started to proliferate. Yet, since the concept is in its 
early days, tweaking the model is key to ensure that businesses run profitably. Cross-subsidy models, as successfully demonstrated by the 
Narayan Hrudalaya and Arvind Eye Care chains, must be followed in urban conglomeraƟons. This ediƟon of Hosmac Pulse grapples with such 
issues to explore how India can make available affordable healthcare for all of its populaƟon.

Dr. Vivek Desai
Managing Director, Hosmac India Pvt. Ltd.
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access to funds, thus affecƟng conƟnuity of care. Even in urban India 
around 12% of ailments go untreated. Further, of the ailments that 
remain untreated in rural India for one-third of the cases, the reason 
is lack of financial affordability.
High cost of inpaƟent treatments, in the context of low insurance 
penetraƟon and high out-of-pocket expenditure, place an undue 
burden on the individuals and specifically the vulnerable secƟons of 
society – those below the poverty line and the aged populaƟon. 
While the upper income class can afford its healthcare expenditure 
and the government has planned iniƟaƟves to address the rural and 
certain deprived secƟons of urban populaƟon, urban middle class is 
leŌ to fend for itself. 
Health Insurance
People today undergo immense stress looking at their medical bills, 
much more than the stress caused by their illness itself. One of the 
best soluƟons for this, apart from reducing the cost of healthcare, is 
medical insurance. This not only safeguards your health, but also your 
life aŌer the illness leaves you. In developing countries like India, 
China and Brazil, medical expenses are one of the reasons for the 
poor becoming poorer. Households in these countries are vulnerable 
to financial shock associated with ill health. Nearly 65% of India’s 
poor get into debt and 1% fall below the poverty line each year 
because of illness, according to the NaƟonal Sample Survey Organiza-
Ɵon (NSSO). Health insurance can lighten the medical cost but only 
6% of India’s workers are covered. Free public hospitals are not the 
soluƟon to this problem either, as two out of five doctors are absent, 
and there is a 50% chance of receiving the wrong treatment in such 
faciliƟes.
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Affordable Healthcare For All
Kimi Mehta, Management Consultant — Hosmac, surveys India's iniƟaƟves towards an affordable and accessible 
healthcare for its vast populaƟon, and points out how it can be driven further.

The WHO had envisioned “Health for All” by year 2000. A decade 
later, India, a naƟon of 1.15 billion people has yet some distance to 
go. Today, the gulf between this aim and our achievement remains. 
Health for all is possible if there is adequate healthcare, of a consis-
tent quality, at affordable rates. 
In the health expenditure pie for India, the government’s share of 
expenditure is 26%; while 74% of all healthcare expenditure is 
private. In effect, much of the investment in healthcare is leŌ to 
market dynamics: private health faciliƟes proliferate where people 
can pay; also private healthcare oŌen prices its services to cater to 
this paying populaƟon.  As per the Planning Commission, outpa-
Ɵent services in private healthcare are 20-54% costlier, and 
inpaƟent services 100-740% costlier than public healthcare. This 
pushes up the cost of healthcare, making the gap wider. The 
challenge hence is to develop a healthcare delivery system that 
overcomes this inequity; one that is available, accessible and 
affordable to all. 
India’s health industry, now increasingly dependent on the private 
sector, is unable to provide modern health faciliƟes to more than 
60% of the country’s populaƟon. The Union Budget for fiscal 2011 
has done liƩle to aƩract investment in healthcare or improve the 
access and affordability of modern health services.
Affordability in healthcare is measured by the amount of money a 
household can spend on health costs, while sƟll having enough leŌ 
over to pay for other necessiƟes. Affordability becomes an impor-
tant factor as it has been observed that the healthcare seeking 
behavior oŌen depends on the cost of the medical treatment. 
PaƟents oŌen either do not seek care, or do so only when they have 



Considering that the total healthcare expenditure annually 
amounts to approximately INR 3,00,000 crores, only one-third of 
this amount is spent on hospital related services. Currently, this 
comes under the purview of health insurance and its efforts to 
unburden the common man from the costs of healthcare. Various 
models have been introduced by the central and state governments 
to deal with the problem of affordability, such as, Rashtriya SwasƟya 
Bima Yojana Programme by Government of India, Rajiv Aarogyasri 
Community Health Insurance Scheme.
AlternaƟve Medicine
A major development towards affordability in healthcare would be 
to seek different models of alternaƟve modes of treatments, such 
as Homeopathy, Ayurveda, Yoga, Unani and others. Considering the 
number of doctors graduaƟng in alternaƟve medicine, the upswing 
can play a crucial role in reducing the paƟent’s overdependence on 
mainstream medicine. In turn, the growing call for overcoming the 
challenge of affordability in healthcare in India will be taken care of. 
To strengthen alternaƟve modes of treatments, the Department of 
AYUSH is undertaking concrete steps to focus on the development 
and propagaƟon of alternaƟve systems of medicine. One of the key 
aims of the government scheme - the NaƟonal Rural Health Mission 
is to encourage alternaƟve systems of medicine through AYUSH. In 
addiƟon to this, insurance cover for alternaƟve modes of treatment 
by many insurance companies surely is a welcomed move.
The need of the hour is to blend modern medicine and alternaƟve 
systems of medicine into a holisƟc synergy  to provide 
affordable, available and accessible healthcare to every ciƟzen of 
India. 
Government IniƟaƟves and Programs: India
Many steps have been taken by the Government to reduce the cost 
of delivering healthcare and thus make healthcare services afford-
able to all. Some of these iniƟaƟves are stated below:
 • Import duty on medical equipment has been reduced from  
  25% to 5%. Import license requirements have been   
  cancelled, majority-owned subsidiaries are possible and  
  dividends too can be paid out abroad.
 • DepreciaƟon limit on medical equipment has been raised to  
  40% from 25%, to encourage medical equipment imports.  
  This also has an effect on the boƩom line of the hospital,  
  thus helping the break even chart faster.
 • Customs duty has been reduced from 16% to 8% for medical,  
  surgical, dental and veterinary furniture. Also the customs  
  duty on approximately 24 medical equipments, which  
  include X-ray, goniometry and teletherapy sƟmulator  
  machines, has been reduced to 5%.
 • To further make India a compeƟƟve player in the medical  
  equipment manufacturing space, the Government is   
  encouraging seƫng up of Special Economic Zones (SEZs) for  
  the same.
IntroducƟon of the Rashtriya Swasthya Bima Yojana (RSBY), a 
visionary naƟonal health insurance scheme, which provides US$620 
in-paƟent health benefits at a premium of US$12.40, paid by the 
Government.
Several social sector schemes that have begun to have an impact, 
have been conceived at the state level and later adopted at the 
federal level and offered across the country either in a fully 
subsidized form or on a cost-sharing basis. The Janani Suraksha 
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Yojana (JSY) is a prime example. It offers incenƟves to pregnant 
women who shun the age-old pracƟce in rural India of delivering 
babies at home and instead go to an established medical facility for 
the purpose. It was first introduced in September, 2005 in Madhya 
Pradesh as `Prasav Hetu Parivahan Evam Upchaar Yojana’. The Union 
Government appropriated it, re-christened it as JSY and offered it to 
all states.
The 'Arogyasri’ programme provides health insurance cover to the 
poor while the Yashasvini program - a low-cost, affordable health 
insurance cover for farmers and their families. While in Karnataka the 
beneficiaries under `Yashasvini’ pay a nominal INR 10 per month as 
premium to have the health cover, in Andhra Pradesh this facility is 
offered free to all BPL families.
Employees’ State Insurance Scheme of India, a mulƟdimensional 
social security system provides socio-economic protecƟon to worker 
populaƟon and their dependants. Several developments have been 
made so as to increase the populaƟon that comes under the umbrella 
of the scheme. The wage limit for coverage under the scheme has 
been extended to INR 15000 from INR 10000. The age limit of depen-
dent children has been enlarged from 18 years to 25 years. ParƟcipa-
Ɵon of third-party for commissioning and running of hospitals is also 
encouraged and opening of medical, dental, paramedical and nursing 
colleges so as to improve the quality of medical care provided at the 
hospitals. 
Need of the Hour – India Calling
India is poised for dynamic growth and development in the years to 
come and is in the threshold of a major transiƟon from being a 
developing naƟon to a developed naƟon. While the world gears up to 
India as a Super Power, there is sƟll a considerable amount of 
changes and reforms that the country must bring about to ensure an 
effecƟve and sustained development paƩern. And at the crux of all 
these changes and reforms lies Healthcare. 
Availability, Accessibility and Affordability of healthcare to each and 
every one of its ciƟzens is truly one of the most important parameters 
that define a developed country; India must strive to aƩain these 
golden standards. 
There sƟll is a long way to go before quality healthcare becomes 
affordable and available to everyone in India. However, despite the 
many challenges, a combinaƟon of government iniƟaƟves, public-
private partnerships and market forces seem to offer some hope that 
this ideal could become a reality.

The author is an MBA in Hospital and Healthcare from Symbiosis 
Interna onal University. She has an experience of handling varied 
healthcare projects and can be reached at 
kimi.mehta@hosmac.com.



In 2005, we launched our first hospital as a pilot. Women would pay 
a low, all-inclusive price for a complete delivery package and would 
receive high-quality healthcare services. We would also focus on 
customer care, recognizing our female paƟents as empowered 
customers as opposed to recipients of charity. LifeSpring offers the 
enƟre range of services covering a woman’s pregnancy, as proper 
antenatal care is essenƟal to minimize complicaƟons during 
delivery. 
Our low-cost model is based on the following main characterisƟcs: 
service specializaƟon, a no-frills set up, high asset uƟlizaƟon, and 
para-skilling. This last aƩribute enables the breaking down of a 
complex process into simpler tasks that less skilled professionals 
can perform recurrently. Our prices are one-third of one-half of the 
prices charged at other hospitals offering a similar quality of 
services. 
LifeSpring’s double focus on reducing costs and improving volumes 
has helped its hospitals become profitable in less than two years 
since iniƟaƟon. LifeSpring's first hospital reached operaƟonal 
profitability in 18 months, ahead of its own business plan 
assumpƟons. 
High Throughput
LifeSpring operates at a much higher volume (outpaƟent and 
deliveries) than tradiƟonal players, which spreads its fixed costs 
over a larger number of customers. LifeSpring hospitals complete 
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A BeƩer Way To Do Healthcare
Anant Kumar, CEO – LifeSpring Hospitals, writes about the story behind LifeSpring and how its model has been filling 
the void of high-quality healthcare at affordable rates.

Like many social businesses, the genesis for LifeSpring began with a 
simple belief: “There has to be a beƩer way.” 
At the Ɵme, I was working with the contracepƟve social markeƟng 
program of HLL Lifecare Limited, an Indian government company 
that manufactures and markets contracepƟve products. While 
working in the family planning clinics of private and government 
hospitals in Hyderabad to promote family planning services, I was 
conƟnually disturbed by the condiƟons in which low-income 
women were delivering their babies. The government hospitals 
were under-resourced and overcrowded leading to difficult 
condiƟons for both paƟents and doctors. There were not enough 
beds, doctors, or space, to cope with the number of people needing 
care. Pregnant women would wait in long lines outside the hospital, 
oŌen having to pay bribes for minimal services. 
Then there were the private hospitals offering services that were of 
high-quality but priced out of reach for lower-income families. 
Since it was this type of healthcare that they preferred, low-income 
women would oŌen sell assets or borrow money at high interest 
rates to finance a delivery in private hospitals.
LifeSpring was thus born to fill the gap between the exisƟng 
opƟons: a hospital that could serve poor women with affordable, 
dignified healthcare. However, financial sustainability was a vital 
concern to establish a scalable model. 
A Model based on Economic Efficiencies



100-120 deliveries per month as compared to 30-40 in other, 
similar-sized hospitals.
No Frills Model
LifeSpring provides services that are required by most of its 
customers while refraining from making investments in 
infrastructure required by very few of its customers. For instance, 
LifeSpring partners with pediatric hospitals for treaƟng neonate 
requiring intensive care (2-3% of all deliveries) instead of building 
this infrastructure in-house. This helps LifeSpring in not only 
keeping its iniƟal capital cost low, but also in reducing operaƟng 
expenses related wit hiring full Ɵme pediatricians and pediatric 
nurses. 
LifeSpring Hospitals operate in leased premises to keep project 
costs lower than tradiƟonal hospital models.
Service SpecializaƟon
LifeSpring’s specializaƟon in core maternal healthcare allows its 
processes to become standardized and repeatedly performed by 
its clinical staff. These processes are replicated across all hospitals, 
facilitaƟng LifeSpring’s expansion.
Maximising Asset UƟlizaƟon
Promoted by HLL Lifecare Ltd., LifeSpring received joint equity 
funding to scale up its model in 2008. Its investor includes Acumen 
Fund—an American social venture fund. 
LifeSpring hospitals operate in clusters. By seƫng mulƟple 
hospitals in a city, some of the expensive resources (ambulances 
and back-end operaƟons) may be shared across hospitals.
An addiƟonal innovaƟon of this model is the way frameworks are 
adopted from the private sector and applied to processes. 
Extensive data is collected at LifeSpring, for example, from 
customers and operaƟons. This data is uƟlized to streamline 
operaƟons, keeping costs as low as possible. Customer 
socioeconomic data and feedback are also analysed to beƩer 
understand healthcare needs beƩer.
Drawing on research
LifeSpring has also benefiƩed significantly from a partnership with 
the Cambridge-based InsƟtute for Healthcare Improvement (IHI).  
IHI’s experƟse in clinical quality improvement has helped LifeSpring 
decrease its rates of maternal and neonatal morbidity, improve 
clinical protocol adherence, and strengthen a culture of safety in all 
of its hospitals. In addiƟon to these clinical outcomes, the quality 
improvement iniƟaƟves have simaltaneously increased operaƟonal 
efficiency, leading to a reducƟon in operaƟng costs. 
LifeSpring’s operaƟons have had indirect effects as well. The 
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burden on resource-constrained government hospitals by the shiŌ 
of paƟents. Besides, by embellishing the quality of healthcare in its 
sphere, it has been catalyzing an improvement in the quality of care 
being offered by the wider market.
Awards & RecogniƟons
LifeSpring Hospitals were honoured with World and Business 
Development Award in 2010. The awards are presented by the UN 
Development Program, the InternaƟonal Business Leaders Forum 
and the InternaƟonal Chamber of Commerce. The purpose of these 
awards is to raise awareness among governments, donors and other 
stakeholders, of the posiƟve impact that inclusive business models 
can have on the progress towards the Millennium Development 
Goals (MDGs). The awards ceremony is part of a special focus on the 
MDGs during the opening week of the United NaƟons’ General 
Assembly in New York.
LifeSpring has  also received an award from Frost & Sullivan, a 
business research and consulƟng firm, for the “Mother and Child 
Healthcare Provider of the Year” and from ET Now for the "Leap of 
Faith Award" under the healthcare category.
LifeSpring has also received three other, major awards for its work in 
IT over the past couple of months, drawing both naƟonal and 
internaƟonal recogniƟon, due to its innovaƟve use of open-source 
applicaƟons.
LifeSpring hospital chain has been covered extensively by some of 
the leading naƟonal and internaƟonal magazines, besides popular 
journals like The Economist, Harvard Business Review, Outlook, 
India Today, etc. 
Impact
 • LifeSpring is bringing down the cost of healthcare in the  
  market by forcing other private players to remain   
  compeƟƟve.
 • It has proven to be a catalyst in improving the quality of  
  healthcare being delivered by other providers in the market.
 • LifeSpring also brings about substanƟal saving to its   
  customers, as they pay a much lower price for care services  
  than they would otherwise have been forced to pay.
  • The spread of its chain of hospitals is reducing the burden  
  on resource-constrained government hospitals. 

The author launched the first LifeSpring Hospital in December 
2005. He has held various leadership posiƟons in the social 
markeƟng departments of both HLL and HLFPPT. To know more, 
write to anant@lifespring.in or visit www.lifespring.in.



medicine. This is mainly because: 90% of secondary and terƟary care 
faciliƟes are in ciƟes and towns; 80% of doctors, 75% of dispensaries 
and 60% of hospitals are situated in urban areas. For every 10,000 
Indians, there are only six doctors. Number of beds, nurses, and 
doctors per 1,000 people in India, is the lowest in the world–0.8 
beds/1000.
Medical Consultants
Urban: 75%
Semi urban: 23% 
Rural: 2%
Hospital Beds/1000
Rural: 0.19
Urban: 2.20
There is a problem with retaining doctors in rural areas, especially 
the specialist doctors. PenetraƟon of healthcare services is low and 
the medical faciliƟes inadequate with many of the rural poor having 
to rely solely on alternaƟve forms of treatment, such as ayurvedic 
medicine, unani and acupuncture.
The government among its many iniƟaƟves to improve delivery of 
healthcare has envisaged an enhanced role for telemedicine in the 
Eleventh Five Year Plan. The total healthcare spending as per the 
2010-2011 budget proposed was Rs.223 billion or $4.82 billion; an 
increase of 12.4% from the previous year. The budget has earmarked 
Rs.13,910 crore for the NaƟonal Rural Health Mission (NHRM), an 
essenƟal instrument for achieving goal of health for all, operaƟonal 
in 18 states; while Rs.350 crore, has been earmarked for the 
Rashtriya Swasthya Bima Yojana (RSBY), proposed for all below 
poverty line (BPL) families enƟtling the beneficiaries to hospitaliza-
Ɵon coverage up to Rs 30,000 for most of the diseases that require 
hospitalizaƟon.
Economics of a Visit to the Doctor
Typically, a visit to the doctor entails rearranging a working day, 
maybe taking leave from work, not just by the paƟent but also the 
accompanying person. At Ɵmes, alternaƟve arrangements may be 
required to be made at home if there are children or family members 
who need care being leŌ behind. There is a Ɵme and cost factor 
involved in traveling to the clinic or hospital for the consultaƟon. 
ThereaŌer, the waiƟng Ɵme at the consulƟng room. The doctor 
would spend an extended Ɵme for the consultaƟon even if it is only 
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Making A Healthy Impact
Dr. Vasundhra Atre, Vice President — Maestros Mediline Systems, brings telemedicine to light, and how it can enable 
economical and quality healthcare from a distance.

The term 'telemedicine' (distance healing) derives from the Greek 
'tele' meaning 'at a distance', and the present word 'medicine' 
which itself derives from the LaƟn 'mederi' meaning 'healing'.
Telemedicine is not one specific technology, but a way of providing 
health services at a distance using telecommunicaƟon technology, 
medical experƟse and computer science. 
The idea of performing medical examinaƟons and evaluaƟons 
through the telecommunicaƟon network is not new. Shortly aŌer 
the invenƟon of the telephone, aƩempts were made to transmit 
heart and lung sounds to a trained expert who could assess the 
state of the organs. Willem Einthoven (1860-1927), Father of 
Electrocardiography, first probed ECG transmission over telephone 
lines back in 1906.
The WHO dream of 'Health for All by 2000' is yet far from being 
realized. The 'hard-to-reach' populaƟon's rise in the aging popula-
Ɵon, and the dramaƟc increase of paƟents with chronic diseases, 
such as hypertension, diabetes and obesity, are factors fueling 
increased interest and growth in connected health. �The need is 
further fueled by the relaƟve shortage of healthcare specialists, 
spiraling healthcare costs, and paƟent demand for quality and 
convenience.
The concept of telehealth—a system of remote, comprehensive 
healthcare delivery—extends healthcare beyond the tradiƟonal 
confines of a hospital and doctors’ office. Use of new or available 
consumer technologies, such as the Internet, cell phones, and 
digital cameras, to facilitate paƟent-provider communicaƟon are 
all being explored to improve communicaƟon and connecƟvity.
The perceived goal of telehealth is expert quality healthcare 
economically delivered in the shortest possible Ɵme to an 
individual, wherever located. 
Healthcare Services in India
India is a country spread over an area of 32,87,268 sq. km. with a 
populaƟon of over 1 billion. But when it comes to healthcare, there 
are two Indias: one which offers high-quality medical care to 
middle-class Indians and medical tourists; and another in which 
the majority of the populaƟon lives—a country whose residents 
have limited or no access to quality care.
70% people live in more than 600,000 villages across rural India, 
with not more than an esƟmated 30% having access to modern 
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to check the reports of advised invesƟgaƟons. This means a longer 
wait for another paƟent in the consulƟng room. For the doctor this 
would also mean fewer consultaƟons. The paƟent spends more 
and the doctor could have uƟlized his Ɵme beƩer and more 
economically.
Considering all the 'adjustments' that need to be made for a visit to 
the doctor and the cost involved, there is a tendency to ignore 
early warning signs, try home remedies and rush to a doctor only 
when the condiƟon deteriorates. This increases the load on the 
emergency services, increases hospitalizaƟon chances, the invesƟ-
gaƟons required, intensive care requirement at Ɵmes, days away 
from work both for the paƟent and the caregiver and, visibly, the 
healthcare costs.
This is parƟcularly true for paƟents with lifestyle, chronic health 
problems like hypertension and diabetes, who because of the 
chronicity tend to be more negligent and 'postpone' regular 
advised check ups both because of the effort required and the cost 
involved.
Even today, 80% of healthcare spending comes from out-of-pocket. 
The strain of health related expenses can be a major drain on 
family resources. For the government, the expenses being incurred 
on healthcare are not benefiƟng the masses—for whom they are 
desired.
Quality Healthcare at Economical Costs
'Anything relaƟng to technology is complicated and expensive' is a 
very prevalent misconcepƟon. Telehealth can be as economical 
and simple as a  health-related email communicaƟon and video 
conferencing with a medical professional, or as complicated as 
robot-assisted surgeries, being controlled by medical doctors from 
miles away.
The ability to customize and mould technology to best suit the 
given situaƟon and budget is what makes telehealth so aƩracƟve. 
The economic benefits derived from telehealth are both tangible 
and intangible:
 • It enhances the recruitment and retenƟon of healthcare  
  providers in rural or remote areas, providing employment. 
 • Healthcare costs are lowered, travel Ɵme is reduced,  
  Ɵme-off  from work is minimized and paƟent waiƟng-Ɵme  
  decreases. The cost accrued due to travel, lodging and  
  boarding when traveling to higher centers of care for   
  paƟent and companion, also added to treatment cost, are   
  saved.
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 • Early diagnosis allows prevenƟve measures and appropriate  
  management before complicaƟons develop. Unnecessary,  
  repeat diagnosƟc procedures or tests are avoided.   
  Unnecessary visits to the emergency room are prevented  
  which in turn reduces the load on the emergency services.
 • Telehealth is an invaluable and innovaƟve way to manage  
  chronic lifestyle ailments. Increased access to medical care  
  could encourage people to “visit” their physician more  
  oŌen, allowing earlier diagnosis of medical problems and  
  recommendaƟon of preventaƟve courses of medicine. This  
  could translate into  fewer hospitalizaƟons and emergency  
  room visit.  
 • In a situaƟon of rouƟne check-up, follow-up or a 'stay well'  
  consultaƟon, the commonest use of telehealth consists of  
  real-Ɵme telecommunicaƟons between a medical personnel  
  and a paƟent. Remote paƟent monitoring allows a specialist  
  to collect and analyze vitals, such as pulse oximetry, blood  
  pressure and electrocardiogram among others. Medical data  
  and images can also be transmiƩed online. It is possible for  
  the doctor to update drug prescripƟons and follow up with  
  paƟents in a Ɵme-efficient and pracƟcal manner. This allows  
  the consultant to uƟlize his Ɵme more efficiently and  
  economically.
In emergency situaƟons such as transportaƟon of a paƟent with a 
heart aƩack, a diagnosis and insƟtuƟon of emergency measures 
even before the individual reaches the hospital can reduce both the 
mortality and morbidity arising out of the condiƟon. This translates 
into resource saving, both in the emergency situaƟon and also in 
terms of restricƟons in lifestyle and work aŌer discharge. This could 
potenƟally affect income and subsequent expenses relaƟng to 
frequency of invesƟgaƟons and hospital visits; the cost of mainte-
nace medicines and any other procedures like dialysis which could 
be needed if the condiƟon gets complicated with say renal failure.
When analyzed in terms of socioeconomic factors, the main benefits 
of telehealth idenƟfied include increased access to health services, 
cost effecƟveness, enhanced educaƟonal opportuniƟes, improved 
health outcomes, beƩer quality of care, beƩer quality of life and 
enhanced social support. 
Telehealth offers a win-win  situaƟon for all; offering a way to deliver 
quality healthcare services at affordable prices. 

The author is an MD (Anae.) with 17 years of overall experience. 
She is an Hon. Consultant Cardiothoracic Vascular 
Anaesthesiologist with the Bombay Hospital, Mumbai, and has 
worked with Apollo and Care Group of Hospitals among others. She 
may be reached at vasundhara@maestros.net.

Telemedicine in operation



  economical, effecƟve and efficient manner.
 2. To create opportuniƟes for private sector growth and to  
  contribute to the overall economic development of the  
  district/state/country through the sƟmulaƟon of   
  compeƟƟveness and iniƟaƟve. 
 3. To ensure the best interests of the public, the private sector  
  and the community are served through an appropriate  
  allocaƟon of risks and returns between partners.
Case in Point: Andhra Pradesh
One such endeavour was undertaken in the southern Indian state 
of Andhra Pradesh, where access to advanced diagnosƟc services is 
limited like in the rest of the country. Few government hospitals 
outside the urban areas are able to offer specialized services like CT 
or MRI scans; however, access to terƟary healthcare and advanced 
diagnosƟc services is parƟcularly skewed towards private sector. In 
an effort to solve this problem, the state introduced the Aarogyasri 
insurance program to cover catastrophic health expenditures for 
families living below the poverty line.  
Aarogyasri was well-received and did help a lot of people who are 
below poverty line to find Ɵmely and appropriate medical care, 
however a majority of the hospitals where these paƟents were 
treated were in private hospitals. The reason for this heavy depen-
dency on private hospitals is the lack of technology infrastructure 
in the public hospitals. The oŌ-cited reasons for such state of affairs 
are that lack of funds with public hospitals to purchase modern 
diagnosƟc equipment, or to aƩract specialists to manage the 

PPP: Making Healthcare Affordable
Dr. Rahul Garde, Principal Consultant – Hosmac, enumerates the revolu on PPP has brought about in the healthcare 
system in Andhra Pradesh.

The Need of the Hour                    
India has one of the world’s highest levels of private out-of-pocket 
financing of medical expenses, at about 85%, with debilitaƟng 
effects on the poor. Public spending on health has remained 
stagnant at around 1% of GDP while populaƟon has been growing 
steadily over the years, such a scenario does not benefit the poor. 
The poorest quinƟle of the populaƟon uses only one-tenth of the 
public subsidies on healthcare while the richest quinƟle accesses 
one-third of these subsidies. Due to the deficiencies in the public 
sector health systems, the poor in India are forced to seek services 
from the private sector, oŌen borrowing to pay for them about 
35% of hospitalized paƟents fall below the poverty line because of 
hospital expenses. 
A possible means of bridging this chasm of bringing technologically 
appropriate medical care to the masses is Public Private Partner-
ship (PPP). It is defined as a variety of co-operaƟve arrangements 
between the government and private sector in delivering goods or 
services to the ciƟzens. PPPs provide a vehicle for coordinaƟng 
with non-governmental actors to undertake integrated, compre-
hensive efforts to meet community needs. They aim to take advan-
tage of the experƟse of each partner, so that resources, risks and 
rewards can be allocated in a way that best meets clearly defined 
public needs. It is necessary that Public-private partnerships 
display that the following objecƟves are met in a balanced way to 
reflect the best interests of all stakeholders:
 1. To ensure government services are delivered in an   
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equipment and administer complex scans, the advanced age of the 
equipments and overall poor condiƟon of public state-run medical 
faciliƟes. These factors when taken into consideraƟon with the 
complex needs of upgrading the imaging and laboratory setup of 
public hospitals make it a challenging task. 
Besides the above issues, the difficulƟes of negoƟaƟng approvals 
in a mulƟlayered bureaucracy for up gradaƟon of both the physical 
and technological infrastructure of public hospitals leads to signifi-
cant delay in these approvals being translated to actual change in 
the infrastructure. Moreover, the need for speedy compleƟon of 
the project is dependent in part to the local poliƟcal situaƟon. The 
obvious fallout of this is borne by the common person who relies 
on these faciliƟes for their medical care needs. 
The AP PPP Model
To address these issues, Government of Andhra Pradesh (GoAP) 
decided to undertake provision of diagnosƟc radiology/imaging 
services under Public Private Partnership (PPP) mode by asking 
private partners to provide for diagnosƟc imaging services within 
the campuses of four medical college hospitals at Kurnool, 
Visakhapatnam, Warangal and Kakinada. These centres cater to 
about 17 million populaƟon with daily aƩendance at the OPDs 
running into thousands. As described above these faciliƟes 
suffered from the curse of high paƟent volume and low technology 
infrastructure, that led to long waiƟng periods for diagnosƟc tests 
e.g. CT scan, and consequently delay in starƟng of appropriate 
treatment.
The PPP contract was designed in such a manner that the private 
partner could have done either of the first three things, depending 
on the state of infrastructure at the respecƟve medical college 
hospital, to foster its partnership with the government under the 
PPP mode. The fourth requirement however, was an essenƟal 
requirement that the private partner had to fulfil. These require-
ments were:
 1. Just procure the equipment and start delivering services  
  from the given facility within the said medical college  
  hospital.
 2. Procure the equipments and upgrade the physical   
  infrastructure of the radiology facility as per the   
  requirements of the technology so that quality services can  
  be delivered to the paƟents. The government would   
  provide the land and the base building to the private  
  partner.
 3. Procure the equipments, design and create new radiology  
  facility as per the requirements of the technology, while  
  government would provide the land to the private partner.
 4. (EssenƟal) Provide technical and specialist human resource  
  support to opƟmize the usage of the equipments(s),   
  maintenance of the equipment(s) and faciliƟes as well as  
  their financing.
The TransacƟon Structure 
Without delving into the finer details of the transacƟon structure 
of the PPP for radiology imagining at Andhra Pradesh, following 
were the salient points of this PPP transacƟon structure:
 1. Though no guarantee of certain volume of scans or paƟents  
  were provided to the private partners, the public hospitals  
  are under an obligaƟon to refer all diagnosƟc tesƟng  
  exclusively to the PPP facility in the hospital campus.

 2. Private partner to have the opportunity to leverage   
  unuƟlized capacity for services to private paƟents   
  (fees-for-service) though priority to be given to public  
  referral paƟents. No tariff disƟncƟon is allowed between  
  private and public paƟents.
 3. Enabling the medical students from the college to be trained  
  on state-of-the-art equipment through co-locaƟon with the  
  exisƟng teaching hospital compound.
 4. Requiring the private partner to seek, obtain, and maintain  
  the most recent quality accreditaƟon in India throughout  
  the period of contract.
 5. Defining in detail the key performance indicators for the PPP,  
  against which these will be monitored and evaluated.
Outcomes of the GoAP PPP Model
Since the award of contract, the partnership between government 
and the private players has seen its share of ups and downs. Follow-
ing are the highlights of this PPP:
 • DiagnosƟc radiology services was provided to an esƟmated  
  100,000 paƟents per year throughout the four public  
  hospitals, of which > 85% were people with BPL cards (from  
  the below the poverty line).
 • Advanced radiology services are being made available to  
  underprivileged people at no addiƟonal cost via placement  
  of diagnosƟc equipment at local hospitals.
 • CerƟfied faciliƟes that have come up due to the PPP allow  
  medical colleges to train doctors with state-of-the-art  
  technology and techniques, helping solve the specialist  
  shortage in the state.
 • It is believed that the framework for this partnership (PPP)  
  will influence the design of future public-private   
  partnerships in the health sector in Andhra Pradesh and  
  India as a whole.
 • The medical colleges and their hospitals are now in a much  
  beƩer posiƟon to improve their use of public terƟary care  
  health insurance and thus be able to aƩract addiƟonal  
  revenues that will help to improve infrastructure and retain  
  skilled doctors.
 • The chosen private partner proposed a price per scan about  
  50% lower than the prevailing market rate, which was  
  possible due to the large volume of scans available from  
  various parts of the district and some parts of the adjoining  
  districts.
 • It is believed that the private operator will generate about  
  INR 27 crore (US$ 6 million) in investments throughout the  
  seven year contract of the PPP.

The author has an overall work experience of 5 years in the Indian 
healthcare industry both public and private sector. He can be 
reached at rahul.garde@hosmac.com.
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hand, is spending a PPP-adjusted amount of USD 86 (healthcare per 
capita), and the average life expectancy of an Indian is 64 years. The 
comparison clearly indicates that it is possible to provide reasonably 
good care even with limited resources.
Vaatsalya was born
India is predominantly rural and agricultural. About 40% of its 
populaƟon survives with their below the poverty line earnings of INR 
17,000 per annum. In 2004, when the Vaatsalya founders were travel-
ling the rural landscapes of Karnataka, poverty was visible, but even 
more noƟceable was the lack of good quality healthcare faciliƟes. 
Whereas a few Vaatsalya hospitals could be created to address the 
problem, it was unlikely to have a larger impact because “healthcare 
is all local.”  For their efforts to have an impact, Vaatsalya needs to be 
a corporate healthcare with a chain of hospitals. Then there was the 
quesƟon of whether Vaatsalya should be a non-profit or for-profit.  
The decision was to operate as a for-profit ouƞit because of the 
availability of financial resources for expansion. Besides, there were 
no successful examples of a non-profit corporate in healthcare within 
the Indian extent. Thus was born Vaatsalya Healthcare SoluƟons in 
late November 2004, a for-profit enƟty, with a mission to provide 
affordable, quality healthcare to the semi-urban and rural populace 
of India. Dr. Ashwin Naik and Dr. Virendra Hiremath, buddies from 
Karnataka Medical College, Hubli, founded Vaatsalya and were later 
joined by Rocky Philip and the author.

Novices’ Experiment With Affordable Healthcare
Dr. V. Renganathan, Co-Founder & VP Alliance — Vaatsalya Healthcare SoluƟons, writes about how the Vaatsalya 
model came to life and its take on affordable healthcare.

In the past, affordable healthcare was an issue only for the poor and 
low-income countries.  However, today in the beginnings of the 21st 
century, affordable healthcare has become a global issue. According 
to the American Heritage DicƟonary, ‘afford’ means ‘to have the 
financial means for; to meet the expense of.’ In the context of 
healthcare, affordable means that one should be able to pay for 
his/her treatment with the available financial resources (or if they 
borrow to pay, they should be able to repay the debt without any 
hardship). Nonetheless, individuals, corporaƟons and governments 
are struggling to pay for the ever-escalaƟng cost of healthcare with 
resources that they can’t afford to spend, the world over.   
Healthcare is mostly local and there is no external force that 
imposes equilibrium in its pricing. Consequently, the cost of the 
same level of care varies depending on the locale. In general, higher 
levels of healthcare spend lead to higher quality of care. The per 
capita healthcare expenditure of the top 20% of the countries is 16 
Ɵmes more than the boƩom 20%, so naturally the top 20% gets to 
enjoy the best care money can buy. The higher spending helps 
keeping populaƟon healthy and extends the longevity as well as the 
producƟve life. However, there is no linear correlaƟon between 
spending and benefits. Take the case of life expectancy: the US per 
capita healthcare spending was USD 6719 in 2006.  Nevertheless, 
the average life expectancy of an American being 78 years is almost 
the same as that of a Cuban with a per capita Purchase Power Parity 
(PPP)-adjusted healthcare spending of USD 674. India, on the other 
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PaƟent ambassadors
Vaatsalya, constrained by the lack of markeƟng resources and 
relaƟve obscurity, believed from the beginning that if paƟents were 
to be provided good care, they would become great ambassadors 
for our brand.  To reach that level, all our healthcare personnel 
including the doctors, nurses, paramedical personnel, and adminis-
traƟve staff need to work collaboraƟvely to provide a saƟsfying 
experience for the paƟent.  They also have to keep the cost of care 
in mind and at the same Ɵme remain ethical and value the lives of 
all paƟents the same.    An anecdote from a Vaatsalya will explain 
the fruits of this approach.   In one of the hospitals providing neona-
tal care, a premature baby that Vaatsalya cared for did not survive.  
However, the mother who lost the baby referred one of her 
relaƟves, who also had a pre-mature baby, to Vaatsalya with a 
recommendaƟon that “they (Vaatsalya) will take good care of it”.  
That neonatal unit started with just 2-beds five years ago and today 
it is a 16-bed NICU with capacity to save over 1000 preemie babies 
a year.  So an ethical, caring pracƟce of a healthcare organizaƟon is 
bound to enhance its image with its customer base and form a 
strong foundaƟon for future growth.
Non-urban healthcare challenges
Every hospital needs a good infrastructure and a talented human 
resource.  These two resources are very scarce in the non-urban 
areas.  The most criƟcal among a healthcare human resource are 
the doctors, who predominantly like to pracƟce in the urban areas 
hospitals with advanced faciliƟes.  Then how does a hospital with a 
semi-urban and rural focus recruit doctors? It turned out, at least in 
India, there are a sizeable number of doctors who have their roots 
in rural India and would be happy to serve the community in which 
they grew up, provided the hospital could assure good quality 
infrastructure and nursing and paramedical to support them.  They 
are also entrepreneurial and independent.  Vaatsalya understood 
their doctors, using its network cherry-picked doctors, both special-
ists and generalists, to pracƟce at Vaatsalya hospitals.  
As for infrastructure, in the non-urban areas, very few appropriate 
buildings are constructed to be a hospital; so Vaatsalya has created 
a flexible plan by which it can create a hospital from an infrastruc-
ture meant for say a hotel or a school.  Similarly electricity is unreli-
able so all Vaatsalya hospitals have diesel generators and in the 
future plans to uƟlize renewable energy such as solar and wind.  
The non-urban internet connecƟons lack reliability and bandwidth 
which prohibits adopƟon of modern IT systems and tele-medicine.  
Hopefully future economic growth of rural areas improves these 
public infrastructure issues. 
Investors, a life line
As an investment, healthcare business is a long-term play and 

requires capital to fund expansion and operaƟonal losses since it 
takes many years before a hospital breaks even.   Vaatsalya, like most 
other start-ups began with small investments from friends and family 
criƟcal in the iniƟal stages of an enterprise formaƟon but very insuffi-
cient for a growing organizaƟon.  Fund managers tend to invest in 
segments they are specialists or familiar.  Back in 2004-05, investors 
were reluctant to invest in healthcare because it was very new to 
India and to compound it Vaatsalya was focusing on making it afford-
able based on a new business model.  Aavishkaar, the first insƟtu-
Ɵonal investor, was aƩracted by the healthcare opportunity and 
Vaatsalya’s social commitments.  Over the years, as Vaatsalya’s 
business model took shape, three more investors—Seed Funds, Blue 
orchard (Switzerland), and Aquarius Capital (Singapore)—have joined 
to support it. 
Affordable, how?
Pricing of a service consists of the cost of providing that service plus 
the profits that company would like to earn based on its level of 
investment.  So in theory, a company can offer affordable pricing by 
reducing the unit cost of providing a service and by reducing the 
expected profits.  There are two types of costs—fixed and variable.  In 
a hospital, most costs tend to be fixed and mostly aƩributable to 
personnel.  The variable costs are medicines, consumables etc.  It is 
important to stay focused on fixed costs and that means adequate 
number of staffing but not excessive.  High level of investments 
increases the costs by increasing depreciaƟon and requires a higher 
level of profit to be earned as well.  Since Vaatsalya was 
cash-constrained it had to develop strategies to conserve cash.  In 
India, tradiƟonally hospitals own the land and the building and even 
in a semi-urban area this would require an investment of Rs 20 M and 
this will not even include the investments in equipments and other 
infrastructure.  So Vaatsalya early-on decided only to lease a hospital 
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or a building that could be converted into a hospital.  This vastly 
reduced iniƟal investments; reduced profit expectaƟons; and 
generally reduced risks for the investors.   Investments were mainly 
used to modernize medical infrastructure which has immediate 
revenue generator capability versus investment in a building which 
is a long-term asset and not a revenue generator.   Deliberate move 
away from real estate assets made Vaatsalya nimble; reduced the 
Ɵme to start a new unit to a few months.  Investments within the 
hospital were no-frill nevertheless clean and aestheƟc.  Where 
Vaatsalya does not cut costs are cleanliness and customer service.  
Hospitals are cleaned in every shiŌ by a dedicated staff and each 
unit has friendly paƟent co-ordinators who assists the paƟents 
geƫng unhindered service.   As the number of unit increases, 
Vaatsalya is in a posiƟon to bulk purchase medicines and consum-
ables and there is potenƟal for transferring those reduced costs 
back to consumers. Corporate expenses or overheads, yet another 
component of service cost, are kept below through planning and 
expense control.
Vaatsalya Hospitals’ growth and customer profile
Vaatsalya started with a small hospital in Hubli in 2004 and iniƟally 
focused only on Karnataka.  In the first 4 years, 7 hospitals were 
started in Karnataka.  Since then, 6 more hospitals have been added 
and Vaatsalya has expanded into Andhra Pradesh.  In the next 3-4 
years, the network is likely to have 30 hospitals located primarily in 
South India.  The average size of a Vaatsalya hospital today is 
70-beds and offer core services such as Obstetrics & Gynaecology, 
paediatrics, general medicine, and general surgery.  In addiƟon, in 
certain locaƟons, specialized services such as nephrology, urology 
and orthopaedic surgery are offered.  Most of the hospitals have 
intensive care units and neonatal intensive care units.  Vaatsalya’s 
focus so far has been on acute care and with increasing burden of 
chronic diseases it plans to offer cost-effecƟve chronic disease 
management programs with an aim to reduce the cost of care and 
the complicaƟons arising from chronic ailments. 
A typical Vaatsalya customer is from above the poverty level 
segment and earnings Rs 3,000 to 15,000 per year.  About 40% of 
them are from villages and the rest from the towns where Vaatsalya 
is located.  About 50% of customers are women; 20% children and 
30% are men.   About 2 years back only 2% of the in-patents were 
covered by some form of health insurance whereas currently over 
5% of Vaatsalya in-paƟents customers carry health insurance.  
Vaatsalya is well-posiƟoned to benefit from future increases in 

health insurance enrolment due to its easy access, widespread 
network, and its focus on quality.
Vaatsalya is the recipient of several awards and significant among 
them are the Rashtriya Samman Puroshkar given by govt of India 
(2009) and Frost & Sullivan’s Excellence in Healthcare award (2010).  
Social contribuƟons
There are segments of the rural populaƟon not receiving quality 
healthcare services because either they do not have easy access to 
them or unable to afford them.  Keeping this segment in mind, 
Vaatsalya has started a pilot Rural Birthing Center in collaboraƟon 
with Deshpande FoundaƟon, Hubli.  The aim of this pilot is to explore 
providing low cost antenatal care and delivery services in the village 
itself and the impact of it on maternal and neonatal mortaliƟes.  The 
first such pilot has been started at Kotumuchagi, Gadag, a village 
situated about 80 km from Hubli, Karnataka and which has no 
primary care facility or a doctor.  The birthing centre is a 1500 sq Ō 
building with a clean labour room and a 3-bed ward.  The unit is 
managed by a program coordinator and an experienced midwife who 
is allowed to conduct normal deliveries only.  A gynaecologist from 
Vaatsalya hospital, Gadag, visits Kotumuchagi every month to 
provide antenatal care at the birthing centre.  Based on her assess-
ment, a woman would be allowed to have delivery at the centre; if 
not the woman will deliver at the Vaatsalya hospital.  In case, any 
complicaƟons were to arise at the Ɵme delivery, the woman will be 
shiŌed to Vaatsalya hospital through an ambulance. About 18 
women have registered for the service so far and their progress is 
being monitored.  Vaatsalya hopes to provide other gynaecologist 
related services and general physician services at village level.  Provi-
sion of chronic care is also a possibility.  While the state governments 
have built primary care centres they have not been efficient for a 
variety of reasons and the Kotumuchagi-like low-cost primary centres 
are an opƟon by which communiƟes can get the much required 
healthcare at their door steps.
Food, shelter, and clothing are considered the basic necessiƟes and 
in the 21st century one should add healthcare to that list.  However, 
providing quality healthcare at affordable prices has become a global 
issue and Vaatsalya hopes that some of its experiences serve as 
soluƟons to this issue and affordable quality healthcare is realizable 
by every global ciƟzen.

The author can be reached at renganathan@vaatsalya.com.

13

Clean and spacious ward at Vaatsalya

BC-Kotumuchagi:  Inexpensive antenatal care being provided to expectant 
mothers at Vaatsalya Rural Birthing Centre, Kotumuchagi, a village situated 
at 80 Km from Hubli



Low-cost SoluƟons To Curb Non-Communicable Diseases

what the "best buys" are and what they will cost," adds Alwan. 
"ImplemenƟng them would save literally millions of lives over the 
next 15 years."
In compiling the tool, WHO considered five key ingredients: the size 
of the populaƟon; the extent of the burden of disease; the proporƟon 
of the populaƟon that would be covered by the strategies; the 
resources required (human, medicines, technology); and the unit 
cost for example salaries, medicines. No intervenƟon that costs more 
than US$ 0.50 per person per year was included.
The total cost for adopƟng these strategies in all low- and middle-
income countries would be US$ 11.4 billion per year.
Low cost
Providing access to populaƟon-based intervenƟons in all low- and 
middle-income countries would cost a total of US$ 2 billion per year. 
That breaks down to less than US$ 0.20 per person per year in 
low-income and lower-middle-income countries, and around US$ 
0.50 per person per year in upper-middle income countries.
Providing access to individual-level NCD best buys costs roughly US$ 
10 billion per year for all low- and middle-income countries. For the 
period 2011-2025, the annual per capita cost will be: US $1 in 
low-income countries; US$ 1.50 in lower-middle-income countries; 
and US$ 2.50 in upper-middle-income countries.
High-income countries spend US$ 4 trillion per year on health. The 
United States of America alone spends US$ 2 trillion per year. 
Noncommunicable diseases - like heart aƩacks and strokes, cancers, 
diabetes and chronic respiratory disease - account for over 63% of 
deaths in the world today. Every year, NCDs kill 9 million people under 
60 years old - 90 per cent of these premature deaths occur in low- 
and middle-income countries. From 19–20 September, global leaders 
gather at the United NaƟons high-level meeƟng on noncommuni-
cable diseases in New York to set a new internaƟonal agenda for 
tackling them.Note to editors: A highly cost effecƟve intervenƟon 
generates an extra year of healthy life for a cost that falls below the 
average annual income or GDP per person in the country/region in 
quesƟon. For example, the average annual income per person in India 
is around US$ 1000: an intervenƟon that generates a healthy year of 
life for less than this would be counted as very cost-effecƟve.

Source: WHO(World Health OrganizaƟon) Media Centre. For more 
details, contact Mr. Gregory Hartl, CommunicaƟons Officer – WHO, 
at hartlg@who.int.

18 September, 2011 | New York | Geneva 
A new WHO study reveals that low-income countries could 
introduce a core set of strategies to prevent and treat cancer, heart 
disease, diabetes and lung disease for just US$ 1.20 per person per 
year.
"Noncommunicable diseases are the leading cause of death world-
wide, killing ever more people each year. Nearly 80 per cent of 
these deaths occur in low- and middle-income countries," says Dr 
Ala Alwan, Assistant Director-General for Noncommunicable 
Diseases and Mental Health at WHO. "The challenge to these 
countries is tremendous, but this study proves that there are 
affordable steps all governments can take to address noncommuni-
cable diseases."
Cost of not taking acƟon
The impact of noncommunicable diseases - or NCDs - goes beyond 
health: their socioeconomic effects are staggering. The cost of not 
taking acƟon to address this global threat is already severe and will 
intensify over Ɵme.
"Noncommunicable diseases are one of the leading threats to 
global economic growth and development. Over the next 15 years, 
noncommunicable diseases will cost low- and middle-income 
countries' more than US$ 7 trillion," says Jean Pierre Rosso, 
Chairman, World Economic Forum (WEF), quoƟng the results of a 
WEF and Harvard School of Public Health study released today. 
"When so many of the workforce is sick and dies in their producƟve 
years, naƟonal economies lose billions of dollars in output. And 
millions of families are pushed into poverty."
Low-cost intervenƟons
The WHO study set out to help low- and middle-income countries 
idenƟfy low-cost intervenƟons that can help turn the Ɵde on NCDs 
and reduce their economic burden. The intervenƟons must be 
highly cost-effecƟve (see note to editors), and there must be strong 
evidence that they prevent disease and save lives.
The list includes measures that target the populaƟon as a whole, 
such as excise taxes on tobacco and alcohol, smoke-free indoor 
workplaces and public places, health informaƟon and warnings, as 
well as campaigns to reduce salt content and replacement of trans 
fats with polyunsaturated fats, along with public awareness 
programmes about diet and physical acƟvity.
Other tacƟcs focus on the individual. These include screening, 
counselling and drug therapy for people with or at high risk of 
cardiovascular disease, screening for cervical cancer, and hepaƟƟs B 
immunizaƟon to prevent liver cancer.
Many countries have already adopted these approaches, and have 
seen a marked reducƟon in disease incidence and mortality. WHO 
monitored progress over ten years in 38 countries taking steps to 
address cardiovascular disease at both the populaƟon and 
individual level: all recorded a substanƟal decrease in exposure to 
risk, incidence of disease and deaths.
Best buys
"The new tool will help countries with limited resources work out 
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for a recuperaƟve period that depends on the complexity of the 
surgery as well as the doctor’s recommendaƟon. Typically, the 
average length of stay (ALOS) in most terƟary care hospital varies in 
the range of 3.2 – 5.5 days. In-paƟent care is available across the 
board – in big corporate hospitals as well as smaller nursing homes. 
Cost of day surgery vs cost of in-paƟent care at corporate hospitals
To understand and compare the costs in day surgery and in-paƟent 
care, it is necessary to first understand the cost structures of both 
these set-ups.
For the purpose of this exercise, let us consider a 100-bed hospital, 
which is a medium sized hospital by today’s standards, on one side 
and an ambulatory surgical center, say Nova (well versed with the 
cost equaƟons here) on the other.
Typical hospitals would have a raƟo of one operaƟon theatre per 40 
paƟent beds. The focus of the industry has been on having a higher 
bed count. A typical Nova center, on the other hand, has 4-5 OTs, 
16-20 beds with ICU faciliƟes and only 2-3 rooms for stay. 
The 100-bed hospital is typically built on acquired land. And the 
land area is mostly upwards of 60,000 sq Ō., someƟmes going up to 
100,000 sq Ō. Nova on the other hand, requires lesser space - 
10,000 – 15,000 sq Ō. and we can simply lease the space, which 
brings down capital expenditure even before an ambulatory center 
starts off. A 100-bed hospital can cost anywhere between Rs. 120 
crore – Rs. 130 crore to set up. In comparison, seƫng up a Nova 
center costs just Rs.10 crore – Rs. 12 crore
The number of operaƟon theatres in a 100-bed hospital and those 
at Nova would be similar with four or five OTs per center.  But then, 
just consider the staff that mans these two set-ups. The 100-bed 
hospital is generally managed by a staff of 300 while a Nova center, 
with the same number of OTs has just about 35 staff members. This 
makes a crucial difference in the operaƟng cost of the two set-ups. 
While a 100-bed Hospital needs around Rs. 2 crore – Rs. 3 crore per 
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The Cost EffecƟveness Test
Dr. Mahesh Reddy, ExecuƟve Director – Nova Medical, answers whether day surgery or in-paƟent care would be more 
cost-effecƟve and why.

Have you ever walked into a 5-Star hotel and ordered a soŌ drink? 
If you have, you will know that the simple, colored and sweetened 
water sells at 5 Ɵmes the price at which it is available in your 
grocery store. So, how did that innocuous boƩle of dark colored 
liquid appreciate 5 Ɵmes in value between the 5- Star hotel and the 
grocery store that is perhaps just across the road? 
The answer is fairly clear to all of us. In a 5-Star hotel, it is not just 
the cost of the soŌ drink—it’s the ‘ambience’, the palaƟal surround-
ings, the expensive chandeliers, and the ivory-lined water fountain, 
in short, the overheads.
In essence, it’s the same story when you need to undergo surgery. 
You have the opƟon of paying for just the surgery, which is what 
happens in a day surgery seƫng, or you have the opƟon of paying 
for the surgery and for the vast infrastructure of the big hospital 
where the surgery was performed. The hundreds of nurses; of who 
probably one or two paid you a visit, the reƟnue of interns, the 500 
beds, of which you slept in one. In short, the overheads associated 
with a big hospital. 70% of the spend in a terƟary care facility is for 
30% of the paƟents but, the cost is distributed to 100% of the 
paƟents.
What is Day Surgery? 
Day surgery or ambulatory surgery (also referred to as outpaƟent 
surgery or same-day surgery) comprises all surgical procedures that 
allow the paƟent to return home within 24 hours of the surgery 
being performed. 70 percent of all elecƟve surgeries can be 
performed as ambulatory surgical procedures. These procedures 
span across all specialƟes excluding polytrauma, neurosurgical and 
cardiac cases.
What is in-paƟent care?
In-paƟent care is the convenƟonal method of hospital care. Here a 
paƟent is admiƩed following a diagnosis, retained overnight for 
pre-operaƟve procedures, a surgery conducted and retained again 



month for operaƟonal expenses, the corresponding cost for a Nova 
center is between Rs. 35 lakh and Rs. 40 lakh per month.
It is clear then, that with a much capital cost and lesser operaƟonal 
costs, ambulatory surgery centerss like Nova, are well posiƟoned to 
pass on cost benefits to paƟents.
Costs of Day Surgery vs Costs of in-paƟent care at Nursing Homes
Let us now look at how ambulatory surgery center costs compare 
with in-paƟent care at nursing homes.
In terms of the cost structure, the costs associated with nursing 
homes and those for an ambulatory surgery center would be 
broadly similar. 
The advantages start showing up when you consider how the two 
operaƟons are run. In an Ambulatory Surgery chain like Nova, each 
center is standardized in terms of layout, interiors and medical 
equipment. A central team deals with vendors and Group purchas-
ing helps achieve cost effecƟveness. 
Even if the surgery costs for a paƟent are comparable in these two 
formats, the difference to the paƟent becomes evident when an 
overnight stay kicks in. In an ambulatory surgery set-up, the largest 
cost component is the surgery and consumables. However, 
in-paƟent care starts calling in addiƟonal resources in terms of 
overnight stay, the costs associated with medical support staff 
during the recovery period and meals. 
So, it is safe to say that even in the case of in-paƟent care at Nursing 
homes (and not just Corporate hospitals), ambulatory surgery 
centers have a disƟnct cost advantage.
It is important to note here that one would assume a certain 
standard of medical care, in terms of nursing homes considered, 
when doing these comparisons. Else, we would end up comparing 
apples to oranges.
Cost ValidaƟon from Insurance Companies
The biggest validaƟon for the Ambulatory Surgery model comes 
from the most criƟcal enabler in the healthcare area – the 
Insurance companies. While an overnight stay is mandatory for 
insurance claims on procedures in big hospitals, insurance compa-
nies have clearly seen the value that ambulatory surgery centers 
bring to the table. A more affordable treatment is one of the 
reasons (among others) that have persuaded Insurance companies 
to approve more than 800 procedures in the day surgery mode. 
Ambulatory Surgery Centers vs In-paƟent Care
Finally, let us look at the macro perspecƟve. While it is good that 
ambulatory surgeries help in bringing down the cost for a paƟent, 
there is a bigger, societal angle to this. 
In-paƟent care confines a paƟent to a hospital for an extended 
period of Ɵme. This period is mostly non-producƟve for the paƟent 
and for his work place. In Ɵmes when cuƫng costs and increasing 
producƟvity are becoming mantras not just for organizaƟons, but 
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for naƟons as well, can you calculate the loss of confining a healthy, 
producƟve individual to a bed for 3 or 4 days?
ProducƟvity is a topic that developed countries like the US under-
stand much beƩer than developing ones like India. Part of the reason 
is that the manpower costs in the US are much higher than in other 
countries. This probably also explains why ambulatory surgery 
centers, that send back paƟents home in a day, ready to get to work 
the next day, have become so popular in the US. 
India is clearly headed the same way. We are fast becoming a knowl-
edge society. The service sector has become the back bone of our 
economy. And in scenarios such as these, it is but inevitable that 
producƟvity starts taking center stage sooner rather than later. 
Which is why, faster development of ambulatory surgery centers 
across India, is not just an urgent need, but an imperaƟve.
Free Standing Ambulatory Surgery Centers vs Hospital based Ambu-
latory Surgery Centers
Having spoken about in-paƟent care and ambulatory surgery and the 
costs associated therein; let me turn my aƩenƟon to the many faces 
of ambulatory surgery centers itself.
Ambulatory surgery centers can be of two types – free standing (or 
standalone centers, like Nova) or Hospital based centers that are 
housed within a bigger premises (say a corporate hospital). All cost 
advantages menƟoned in this arƟcle pertain primarily to free 
standing centers. Ambulatory surgery centers that are housed within 
a bigger premises, while sƟll offering some cost arbitrage (no 
overnight stay costs, for example), will sƟll be bound by the 
‘overhead’ cost dynamics of a bigger center, thereby blunƟng its cost 
advantage overall. 
Further, since the faciliƟes are shared by the ambulatory center 
housed within a hospital and the hospital, the efficiency of the center 
is undermined be it with respect to OT uƟlizaƟon, surgical duraƟon, 
paƟent check in and checkout which invariably leads to higher 
running costs.
Summary
Ambulatory surgery reduces the cost of medical care—commonly 
referred to as “cost containment.” 
 1. Overheads associated with in-paƟent care at corporate  
  hospitals clearly demonstrate that ambulatory surgery  
  ccenters are beƩer posiƟoned to give more affordable  
  surgical care to paƟents.
 2. The cost of stay and associated expenses in terms of paƟent  
  care for a longer duraƟon makes in-paƟent care at nursing  
  homes more expensive than ambulatory surgery centers. 
 3. Insurance   Companies have validated the cost benefits  
  associated with ambulatory surgery centers.
 4. Ambulatory surgery centers also make a society more  
  producƟve by puƫng paƟents back on their feet, and ready  
  for work faster than in in-paƟent care. 
 5. The most affordable surgical care can be provided in   
  free-standing or standalone ambulatory surgery centers   
  rather than ambulatory surgery centers that are housed in a   
  bigger hospital set-up.

The author is also the co-founder of Nova Medical Centers. He was 
recently conferred with Honorary Fellowship by the Royal College of 
Surgeons of England. He can be reached at 
mreddy@novamedicalcenters.com.
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even before. In fact, the last ever WHO ranking of the member 
states’ performance—in terms of ‘good health, responsiveness to 
the expectaƟons of the populaƟon, and fairness of financial 
contribuƟon’—gives the top rank to France. 
Exhibit: Overall health system performance rank of a few select 
countries (from The World Health Report 2000)

Like the enterprising American director, I decided to find for myself, 
what the world has to offer in the name of affordable universal 
healthcare. I decided to pack my bags immediately. The travel 
iƟnerary for my hurricane tour (not exactly a tour operator’s 
delight!) read like this: Singapore, Austria, Japan, Oman, Spain, 
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A Global ‘Medical’ Visa – A ‘Dream’ Passport 
Sandip Chaudhuri, Manager – BD & Corporate CommunicaƟons – Genesis Hospital, paints a picture of how good it 
would be to sample the best of affordable healthcare models across the world.

I was watching a documentary on the ‘US healthcare system’ with 
a colleague the other day. Suddenly he turned to me and said; ‘I’ve 
made up my mind, let’s go to France’ (it’s another thing that he 
wanted to go to UK a liƩle earlier and before that to Canada). The 
reason for his excitement was obvious. 
We were absorbed by the story of a French guy who spent a large 
porƟon of his adult life in the US (around 13 years) without health 
insurance. Things changed dramaƟcally for him when he 
discovered that he had a tumor which needed urgent aƩenƟon. 
Being uninsured, he had to go back to France where he didn’t even 
have a social security number. He had leŌ the country at the age of 
eighteen, never paid any taxes there for the simple reason that he 
had never worked in France. The French healthcare system not 
only ensured that he got the treatment he required—for free, 
which included three months of intense chemotherapy, it did 
something even beƩer. His doctor even wrote a note which he 
submiƩed to his employers to jusƟfy the three months Ɵme-off he 
required to recover post-treatment, plus enƟtled him to 35% of his 
salary (from his company). The French government paid the 
remaining 65%! As if on a historical prod from what their queen 
had said during the 18th century, the French are certainly having 
their cake and eaƟng it too. No wonder our man grabbed this 
opportunity, as he put it, ‘to recharge his baƩeries’.
I started wondering, here I was living the great Indian middle-class 
dream (did I hear you guffaw?). This kind of French pampering 
never slipped into my dreams before. Most of the worldly 
possessions would pale in the face of free healthcare of the best 
kind, allowing one to give the best shot at life. 
The French had been earning kudos for their healthcare system 
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Italy, UK, Canada and France. My global journey was about to 
begin. And then I went to sleep.  
Even aŌer allowing for the ‘grass is greener on the other side’ 
surmise, I saw plenty to get impressed with. 
Singapore’s healthcare system is a highly regulated affordable 
model with government subsidies and contribuƟons by both 
employer and employee and as you would expect, efficient as well. 
In Austria, health care is based on a social insurance model that 
promises all inhabitants equitable access to high quality health 
services. Japan, which has given birth to some of the most humane 
management philosophies, mandates all its hospitals to run on a 
not-for-profit basis!
The Sultan of Oman, through the Royal Decree of 1970, guarantees 
access to free healthcare to all ciƟzens free of charge. The Spanish 
system similarly offers universal coverage as a 
consƟtuƟonally-guaranteed right with no out-of-pocket 
expenses—apart from prescripƟon drugs. Talking of the 
consƟtuƟon, it is heartening to look at ArƟcle 32 of the Italian 
ConsƟtuƟon which ‘affirms that the Italian State guarantees free 
care to the indigent’. In line with the objecƟve in arƟcle 32 that ‘the 
Italian state has the responsibility of safeguarding the health of 
each ciƟzen as an individual asset and a community interest’, the 
Italian NaƟonal Health Service, Servizio Sanitario Nazionale (SSN) 
was created in 1978. 
In UK, the NaƟonal Health Service (NHS) was started way back in 
1948. The NHS employs more than 17 lakh people. Only the 
Chinese People’s LiberaƟon Army, the Wal-Mart chain and the 
Indian Railways directly employ more people than NHS! Not only 
big in terms of numbers, the NHS is a good paymaster too for 
doctors under its ranks. These doctors are amongst the top 1% 
earners in Britain. Now they can double more than their basic 
salaries by sƟcking with the health service, thanks to bonuses 
inflated by incenƟves to meet government targets to cut waiƟng 
lists. As a paƟent, you would look forward to treatment from a 
doctor who is moƟvated and content (with his paycheck). With 
NHS, the freebies don’t end with treatment alone. You can claim a 
refund of the travelling cost to hospital or other NHS premises for 
NHS-funded treatment or diagnosƟc test arranged by a doctor 
under the ‘Healthcare Travel Costs Scheme’ (HTCS). For e.g. if you 
travel by car you will be reimbursed the esƟmated cost of fuel used 
plus unavoidable car parking and toll charges.
I visited Canada to pay my respects to Tommy Douglas, who is 
regarded as the ‘father of the provincially-based Medicare 
systems.’ Two separate polls conducted among Canadians in 2008 
and 2009 found respecƟvely 91% and 82% of them preferring their 
system to the one in US. It is not hard to understand why 
Americans, especially those who can’t afford healthcare, sneak 
through the border for economic treatment and medicines to 
Canada.
The French NaƟonal Health Service refunds of 100% the cost of 
treatment, in case of costly or long-term ailments. If they don’t 
deserve to be at the top of the list, then who does?
My global travel literally opened my eyes and the thought of my 
own country’s healthcare system made me sad. It’s not just about 
the poor in the country who have converted survival into an art. I 
get the heebie-jeebies thinking about the middle class 
sexagenarians and septuagenarians who are living off their lifelong 

 

20

savings. AŌer toiling for most of their lives, their simple peace of 
mind can be totally wiped away by the incidence of a single criƟcal 
disease. By the Ɵme they are rudely shaken out of their false sense 
of security, it is already too late. Being on the wrong side of life they 
can’t increase their coverage even with a steep rise in premiums.
You must have seen the ad of BharƟ AXA where the paƟent refuses 
to believe the doctor’s diagnosis that he had a parƟcular disease, 
simply because it was not covered by his health policy! The joke isn’t 
funny anymore. Our senior ciƟzens had raised the present 
generaƟon oŌen amidst great hardships, contributed to our GDP 
and paid taxes which the government had imposed on them. And if 
we pay them back by giving the Hobson’s choice of unhygienic 
unsympatheƟc gheƩos, then all the rhetoric about affordable 
healthcare system appears meaningless. 
So what kind of reforms would make the Indian Health System truly 
affordable? The three simple cardinal principles:
 • Healthcare should be mostly free at the point of use.
 • The paƟents should have the right to choose their   
  healthcare provider. 
 • Freedom from the curse of ‘preexisƟng disease’ profiling.
The ciƟzens pay whatever they can while they can (in the form of 
taxes), whereas the healthcare system does whatever needs to be 
done to meet their treatment requirements. 
Taken together, to put it poeƟcally ‘…Into that heaven of freedom, 
my Father, let my country awake’.
Finally, if you are wondering whether I had queued up at any 
embassy for my ‘global medical visa’, the answer is no. Nor did I get 
a Carte blanche from the United NaƟons. I didn’t need any; aŌer all 
I had my ‘dream’ passport!

The author has had some notable and varied experiences in the 
hospital industry over the years. He can be reached at 
sandi hin@gmail.com.



rate of nearly 2% every year. At this rate, India will be the most 
populous country in the world by 2035. In 2025, India will have 190 
million people ageing 60 years and above. The increased life expec-
tancy and increased incidences of chronic health condiƟons 
(diabetes, hypertension, cardiac problems, cancer, HIV etc.) will exert 
extreme pressure on India's already overburdened healthcare 
system. In terms of expenditure, this is about 75% of the total health-
care expenditure.
There is a need to add approximately 25000 beds annually for 
another 10 years, and invest an annual budget of USD 50 million 
every year for next 20 years. Availability of trained medical and 
para-medical manpower is another issue needs aƩenƟon. More than 
70% populaƟon resides in rural India, where accessibility to health-
care is very poor.  
Before we embark upon a new strategy, it will be perƟnent to study 
the exisƟng schemes, the mechanism of fund-transfer between the 
central and state governments, and the impact on healthcare 
delivery system both public and private.
Medical Insurance
Indian healthcare is mostly out-of-pocket expenditure, which keeps 
the poor out of accessible and affordable network. Health-related 
reasons account for almost 40% populaƟon coming under BPL, who 
sell their land and/or belongings to avail medical care. CGHS, ECHS 
and ESIs essenƟally cater to organized sectors with limited popula-

Strategies of the State
Dr. Col. Chaturvedi, Execu ve Director – BMCHRC, scans through various ini a ves that the central and state govern-
ments have implemented for the common man across India.

Current Scenario
With 9-10% consecuƟve impressive growth in GDP, India is among 
the top ten economies of the world. The largest Democracy in the 
world is even planning a manned space mission by 2015, to join the 
elite club that has only the US, Russia and China as its members.
When it comes to ‘Universal Health Coverage’, however, India ranks 
amongst the last ten countries in the world. According to a recent 
MulƟdimensional Poverty Index (MPI) release, India has more 
poverty—421 million people just in eight states—than the Sub 
Saharan Africa. The official government naƟonal poverty line 
regards only 29% of India’s populaƟon, the World Bank definiƟon 
claims 42% but MPI puts 55% of India’s populaƟon as poor. The 
Government cannot ignore this group while planning any health 
strategy. According to the report ‘Global Infrastructure: Trend 
monitor Indian Health Care’ ediƟon by KPMG, Indian healthcare 
expenses are expected to be double its value in the next three years 
(by 2012). This will be driven by rising income levels (more expendi-
ture on healthcare), changing demography and illness profile. Thus, 
there is huge potenƟal for healthcare infrastructure investment. 
With only 0.94% GDP (2004-05) expenditure, as compared with 
1.82% in China and 1.89% in Sri Lanka, the Government certainly 
cannot meet this demand, and money has to come from private 
sector. The private sector accounts for approximately 78% of expen-
diture on health. Currently, the Indian populaƟon is growing at a 
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Ɵons. Only 11% of populaƟon has some form of insurance.
Rashtriya Swasthya Bima Yojana
A naƟonal medical insurance scheme launched on April 1, 2008, 
issued 14.45 million smart cards to 29.76 million BPL families in 172 
districts by April 2010. The financial protecƟon offered by this and 
other medical insurance schemes remains insufficient, they are not 
universal in coverage. Health insurance cover is provided under this 
scheme to BPL workers in unorganized sector and their families (up 
to 5 members) to the extent of INR 30,000 p.a.
The beneficiary has to pay only INR 30 p.a. as registraƟon fee. Every 
State has to implement this scheme in a phased manner and cover 
all their districts by 2012-13. States have to approve an insurance 
company in each district and nominate well-funcƟoning 
public/private hospitals, which have sufficient faciliƟes as per 
guidelines. The insurance company shall enroll the beneficiaries. 
The scheme shall be financed by the central and state governments, 
as laid down. Smart cards shall be issued to each beneficiary house-
hold for cashless service in the nominated hospitals. The beneficia-
ries shall be eligible for coverage of financial costs of inpaƟent 
healthcare services as well as agreed day care procedures not 
requiring hospitalizaƟon, as decided by the State Government with 
the insurance company.
Rural Group Life Insurance Scheme 
At the insistence of the Central Government, LIC introduced the 
Arogya Raksha Yojna scheme to provide social security to rural 
families by way of life insurance from August 15, 1995. A life cover 
of INR 5000 for two types of policies: one 'general' policy on full 
payment of premium by the applicant; and another 'subsidized for 
BPL households' that avails the whole family. Premium is subsidized 
by Central and State Governments on 50-50 basis.
Private Charitable Hospitals
As per provisions in SecƟon 41 AA, the Bombay Public Trust Act, 
1950, and similar Acts elsewhere, the Charity Commissioner has to 
instruct and ensure that all private charitable hospital perform 
towards the needy. For starters, their reserves must earmark 10% 
of the total number of operaƟonal beds and 10% of the total capac-
ity of paƟents treated at such hospitals for medical examinaƟon and 
treatment in each department. Indigent paƟents, required to be 
given free treatment, must be on par with paying paƟents, without 
any discriminaƟon. They are also required to earmark 10% more, in 
both operaƟon and OPD for those belonging to weaker secƟons of 
society seeking admission or treatment and are required to be 
treated at concessional rates. Indigent person means, whose total 
income does not exceed INR 3600 p.a.; person belonging to weaker 
secƟons means, those whose income does not exceed INR 15000 
p.a.  Almost all private hospitals are run by charitable trusts and are 
required to give this facility.
Rashtriya Arogya Nidhi
The Department related to the Parliamentary Standing CommiƩee 
on Human Resource Development had expressed in their 31st 
Report on the funcƟoning of the Central Government Hospitals 
under the Department of Health the concern about inadequate 
faciliƟes for the treatment of poor paƟents for major illness. The 
commiƩee felt that it was essenƟal to explore all appropriate 
sources of funds to assist poor paƟents coming to AIIMS or other 
Central Government Hospitals for their treatment of specific life 

threatening illnesses. In view of the recommendaƟons of the 
commiƩee, it was decided to set up a NaƟonal Illness Assistance 
Fund renamed Rashtriya Arogya Nidhi (RAN) under the Department 
of Health, Ministry of Health & Family Welfare. The CommiƩee on 
non-Plan Expenditure in its meeƟng held on October 17, 1996, 
approved the proposal for seƫng up of the fund. Accordingly, RAN 
has been set up vide ResoluƟon No. F-7-2/96-Fin-II dated 13/1/97, as 
an autonomous society. This was set up with an iniƟal contribuƟon of 
INR 5 crore from the Ministry of Health & Family welfare. The fund 
could also be subscribed by individuals in India or abroad with the 
approval of FCRA, corporate bodies in private or public sector, philan-
thropic organisaƟons and all contribuƟons made to this fund are 
exempt from payment of income tax under secƟon 80-G of Income-
Tax Act, 1961.
All State Governmrnts/UT AdministraƟons have been advised vide 
Ministry of Health & Family Welfare leƩer dated 11/11/96 to set up 
an Illness Assistance Fund in their respecƟve States/UTs. It has been 
decided that grant-in-aid from Central Government would be 
released to each of these States/UTs (with Legislature) where such 
Funds are set up. The grant-in-aid to States/UTs would-be to the 
extent of 50% of the contribuƟons made by the State 
Governments/UTs to the State Fund/Society subject to a maximum 
of INR 5 crore to states with largernumber and percentage of popula-
Ɵon below poverty line viz. Andhra Pradesh, Bihar, Madhya Pradesh, 
Karnataka, Maharashtra, Orissa, Rajasthan, Tamil nadu, UƩar 
Pradesh and West Bengal and INR 2 crore to other States/UTs. The 
State/UT level Funds could also receive contribuƟons/donaƟons 
from donors, as menƟoned for RAN. The Illness Assistance Fund at 
the State/UT level would release financial assistance to paƟents 
living in their respecƟve States/UT up to INR 1.5 lakh in an individual 
case and forward all such cases to RAN, where the quantum of 
financial assistance is likely to exceed INR 1.5 lakh.
Only for persons below the poverty line suffering from specified life 
threatening disease. Assistance admissible for treatment in Govern-
ment Hospital only. Central Government/State Government/P.S.U 
employees not eligible. Re-imbursement of medical expenditure 
already incurred not permissible. Diseases of common nature and 
disease for which treatment is available free of cost under other 
health programmers/schemes not eligible for grant. PaƟent taking 
treatment in his state has to avail assistance from State Illness Fund 
(where such fund has been set up) provided medical esƟmate does 
not exceed INR 1.50 lakh. Cases of esƟmates above INR 1.50 lakh to 
be referred by States for assistance from Rashtriya Arogya Nidhi 
(Central Fund) by the Ministry of Health & Family Welfare. Seƫng up 
of Health Minister’s Cancer PaƟent Fund within Ran
The Standing Finance CommiƩee (SFC) has approved the proposal in 
2008-09 for establishing NaƟonal Cancer Fund with the following 
observaƟons:
principles:
 1. Health Minister’s Cancer PaƟent Fund is to be established as a  
  separate corpus fund within RAN which would be managed  
  through the management and technical commiƩees of the  
  RAN.
 2. The Scheme outlay for the Cancer PaƟent Fund and its share  
  of INR 100.00 crore would remain within the approved Plan  
  allocaƟon for NaƟonal Cancer Control Programme (NCCP) as  
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  mandated in the 11th Five Year Plan i.e. INR 2400 crores.
 3. The earning from the corpus fund to be accrued out of the  
  interest from the corpus fund would not be used on meeƟng  
  the administraƟve expenses of the corpus fund.
 4. An esƟmate should be made to ascertain the percentage of  
  cancer paƟents that would be covered under the scheme.
 5. A cancer expert from the Directorate General of Health  
  Services will be co-opted in the Technical CommiƩee of RAN.
Most of the state governments have set up some scheme or fund to 
make the health care accessible to BPL category. Some of the 
schemes are enumerated below:
 • Andhra Pradesh: Arogyasri Health Care Trust
 • Rajasthan: Swasthya Bima Yojana
 • UƩarakhand:  Rajya Vyadhi Nidhi 
 • Punjab: Nirogi Yojana Scheme
 • Karnataka: Vajpayee Arogyasri
 • Kerala: Comprehensive Health Insurance Scheme (CHIS)
 • Maharashtra: Jeevandayee Arogya Yojana
 • Goa: Goa Mediclaim Scheme 
Except six Indian states, all others have set up some health 
assistance fund.
Na onal Rural Health Mission and Janani Suraksha Yojana 
A successful experiment India has set a target of increasing public 
spending on health from 0.94% in 2004-05 to 3% of the GDP. The 
Planning Commission’s Expert Panel has recommended a health 
surcharge on table income to fund the universal health coverage 
scheme. Though the government has not recommended the rate, a 
1% surcharge would yield over INR 9000 crores.  The panel also 
wants the government to introduce a NaƟonal Health EnƟtlement 
Card (NHEC) for every ciƟzen that will guarantee free access to 
health package of essenƟal primary, secondary and terƟary health-
care fully funded by the Centre. Hike in public spending on health 
from about 1.4% of GDP  to atleast 2.5% by the end of  the 12th Five 
Year Plan (2012-17) and at least 3% by 2020 (Times of India:  August 
16, 2011).
Under NRHM, the central and state governments are expected to 
share the addiƟonal health expenditures in the raƟo of 85:15 
during 2007-12. AŌer 2012, the raƟo is expected to change to 
75:25. This arrangement needs to be assessed on a state-by-state 
basis. In the past, state governments have used central government 
funds for the creaƟon of health infrastructure, there had been 
percepƟble qualitaƟvely and quanƟtaƟvely improvement in health 
delivery capacity of public healthcare system funded under NRHM. 
Most of the states have introduced some scheme or other for the 

BPL populaƟon, but these are mired with shortcomings, like OPD 
facility, INR 30,000 in not enough, the procedure is not uniform in all 
states and is cumbersome. People have to pay bribe to get the card 
made. The state of Andhra Pradesh has tried to address most of the 
issues, and the same model can be adopted by other states also with 
some modificaƟon. 
Major Shortcomings
 1. Low per person spending (0.9 % of GDP) resulƟng in high  
  out-of-pocket expenditure on health.
 2. Large inefficiencies in public and private sectors that reduce  
  effecƟveness of health expenditure.
 3. Failure to recognize and address the public health needs.
 4. PracƟcally no financial protecƟon for majority of populaƟon  
  against medical expenditures.
Policy responses needed
 • Ensure commitment to increase direct public spending on  
  health from 0.94 % to 3% and more of GDP.
 • Improve quality, performance, efficiency, and accountability  
  of public and private health care systems; they should be  
  subjected to peer-review, social and administraƟve audit.
 • Introduce and effecƟvely implement policy and legislaƟve  
  changes to contain the rising cost of medical care and drugs.
 • Increase availability and affordability of health services  
  through inclusion of private healthcare providers in all central  
  and state funded schemes.
 • Increase insurance and risk pooling to include financial  
  protecƟon against medical expenditure.
 • Introduce and strengthen a predominantly tax-paid universal  
  medical insurance plan (NaƟonal Health EnƟtlement Card)  
  that offers essenƟal coverage to all ciƟzens.
 • Make investment in healthcare sector by private operators  
  more remuneraƟve.
 • Encourage ‘not for profit’ hospitals to provide quality care to  
  BPL and other category of paƟents (as done in Andhra Pradesh  
  Arogyasri scheme), it can be considered as a CSR-acƟvity and  
  tax incenƟves can be provided. 

The author can be reached at rkchatur@hotmail.com.
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