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Hedth Care F| nancing for the Poor

Community-based Hedlth Insurance
Schemesin Gujarat

Health indicators in India may have seen substantial improvements in recent
decades but quality and affordable health care services continue to elude the poor.
Government provided health services only partially meet the needs of the rural and urban poor
in the informal sector and making equitable and affordable medical care accessible to this
segment remains a challenge. It is here that community-based health insurance (CBHI) schemes
could provide viable alternatives. Four such CBHI schemes, that form the focus of this
paper, are sustained by a pooling of resources as well as the regular “ prepayment” of a small
amount as premium, so as to enable poorer communities to meet high out-of-pocket
medical expenses. While such schemes are till in their infancy, to ensure a wider coverage
and acceptance, CBHI schemes could be attached to other decentralised agencies
of governance such as panchayati raj institutions.

AkAsH AcHARYA, M KENT RANSON

|
Introduction

Theoretical work aswell asempirical evidenceclearly show
the positive linkages between good health and economic
development. The health status of a population is now
considered an important indicator of development, and health
is increasingly being seen as a development issue, rather than
just a medical one. Health has also emerged as a mgjor area of
academic interest in the social sciences. Health is a basic need
along with food, shelter, and education and is a precondition for
productivity and growth. Health services have amajor influence
on the well-being of individuals and societies, and are an im-
portant part of anation’s politics and economy. Health interven-
tions can lead to economic growth and reduce inequity in de-
veloping countries [WHO 2001]. Ill-health and poor access to
hedlth services are increasingly seen as major dimensions of
poverty. “ The association between poverty and ill-health reflects
causality running in both directions’” [Wagstaff 2002]. Poor
people are thus caught in a vicious circle: poverty breeds ill-
hedlth; ill-health results in impoverishment and indebtedness.
Therefore, efforts to combat poverty ought to consider the role
of health [World Bank 2002].

Thispaper looks at community-based health insurance (CBHI)
as apromising aternative for financing health care expenditure.
In addition to reviewing a substantial mass of literature, we have
benefited from extended discussions with scheme managers of
different NGOs, researchers, representativesof funding agencies,
executivesof public and private companiesand, last but not least,
members of targeted communities. Section |1 briefly explainsthe
burden of health care expenditure on the poor and the inability
of state and market to protect them from this burden. Section 11
providesaworking definition of CBHI and explainshow it differs
from standard health insurance. Section IV narrates the role of
the state, market and NGOs in the health sector of Gujarat state.
In Section V, we present case studies of four NGOs in Gujarat
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that are running health insurance schemes. Finally in Section VI,
we compare and evaluate strengths and weaknesses of these
schemes.

|
Heal t h Expendi t ur es and t he Poor

The last century saw notable improvements in human health,
including longer average life expectancies and fewer infant and
child deaths. Indid's life expectancy has shown remarkable
improvement, rising from 49 yearsin 1970 to 63 yearsin 1998.
Similarly, infant mortality rate — IMR (which is considered a
sensitive indicator that responds to many underlying causes,
including general socio-economic conditions) dropped from 146
deaths per 1,000 births in the 1950s to 70 in 1999 [Registrar
General 1999]. But at the same time, deep economic inequalities
and social injustices continue to deny good health to many [Sen
et a 2002]. Though health has been considered a fundamental
human right since the Alma Ata Declaration (1978), expenditure
on hedlth is often unexpected and can be catastrophic in nature.
Thisiseventruer for the poor. A mgjority of the poor households,
especially the rural ones, reside in remote regions where neither
government facilities nor private medical practitioners are avail-
able. They have to depend on poor quality services provided by
local, often unqualified, practitioners and faith healers.

Health care expenditure cuts poor households' budgetsin two
ways. Not only do they have to spend a large amount of money
and resources on medical care but they are also unable to earn
during the period of illness. Moreover, rura people have a
relatively higher burden of indirect costs (such as expenses on
transport, food/stay, tips given to secure access to any person
or facility, opportunity cost of lost wages of the sick as well as
the accompanying person, etc) associated with an illness episode
[Sodani 1997]. Very often, the poor have to borrow fundsat a high
interest rate to meet both medical expenditure and other house-
hold consumption needs, which carries them into indebtedness.
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More than 40 per cent of individuals, who are hospitalised in
Indiain one year, borrow money or sell assets to cover the cost
[World Bank 2002]. The burden of treatment is particularly high
on them when seeking inpatient care [Gumber and Kulkarni
2000]. Many peopledo not seek health care because of high costs
involved. For example, the poorest quintileof Indiansis2.6 times
more likely than the richest to forgo medical treatment when ill
[Berman 1996]. Between NSS 42nd and 52nd round, those sick
but not availing treatment for financial reasonsincreased from 15
per cent to 24 per cent inrural areas and doubled from 10 per cent
to 21 per cent in urban areas [Gol 2000]. Those who avail of
treatment, pay a large proportion of their annua income.
Hospitalised Indians spend more than half (58 per cent) of their
total annual expenditure on health care [World Bank 2002]. One
possible consequence of this high medical expenditure could be
the pushing of these families into a zone of permanent poverty
[UNDP 2001]. Almost one-quarter of hospitalised Indians fall
into poverty every year as a direct consequence of the medical
expensesthey pay, out-of-pocket, towardshospitalisation[World
Bank 2002].

This enormous financial burden arises because the poor are
bereft of any safety nets like health insurance. A large majority
of the rural and urban slum population, mostly working in the
informal sector, remain outside the health insurance system and
thus have low protection from risk.

Roleof Sate

“Health care, likeeducation, housing, old age security and other
socia provisions, has nowherein theworld been able to make an
effective contribution without the active participation of the state.
Eveninthemost advanced countries, therol e of thestate has been
extremely critical inassuring that health carebecomesuniversally
and more or less equitably available” [Dugga et a 1995].

India spends about 5.1 per cent of its GDP on health [WHO
2004]. But 82 per cent of total health care expenditure is spent
by the private sector and almost al of thisrepresents private out-
of-pocket expenditure. Most of private spending is on curative
care: consultations, diagnostics and in-patient care. This out-of-
pocket expenditure puts enormous financia burden on individu-
as[Elliset a 2000]. The public health investment in the country
over the years has been comparatively low, and as a percentage
of GDP has declined from 1.3 per cent in 1990 to 0.9 per cent
in 1999. Even from this tiny public expenditure on health, the
benefits have been very uneven between the better endowed and
the more vulnerable sections of society. Thisis particularly true
for women, children and the socially disadvantaged sections of
society. Moreover nearly 60 per cent of all public health expen-
ditureisinform of salaries[MoH and FW 2002], which suggests
that public health investments have been alocated inefficiently.
Another important feature of health care system in Indiais that
evenvisitsto publicfacilitiesgeneraly involve considerable out-
of-pocket expenditures. These expenditures may take the form
of payments for medicines, laboratory tests, dressing, linen and/
or direct payment to providers [Ellis et a 2000]. This happens
as medicines are often out of stock at public health facilities and
patients have to approach the market for medicines as well as
laboratory tests.

There is extensive literature that summarises the poor quality
of health carethat is currently available to seekers of health care
in India. For instance, patients both rich and poor tend to
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overwhelmingly favour the private sector when it comes to
ambulatory care[ASCI 1996; World Bank 1995 ascitedin Mahal
1999]. Thisreflects the generally poor perception of the medical
care available in the public sector. Thisis consistent with large
shortfalls in personnel, equipment, and medicines in public
facilities reported in primary health centres and sub-centres
[Naylor et a 1999]. Numerous studies have indicated that these
facilities are mostly unstaffed and short of drugs and essential
supplies and that they sometimes suffer from low staff morale
and motivation. Household surveys consistently report concern
about the poor quality of public facilities as one of the reasons
why people seek treatment elsewhere. The central and state
governmentsmakeal most all decisionsregarding staffing, supply
of drugs, etc, while providers of health care at the lower levels
have little autonomy [Ellis et a 2000].

The government of India’s socia insurance schemes Central
Government Health Scheme (CGHS) and Employee State Insur-
ance Scheme(ESI S) andvoluntary insuranceschemes(Mediclaim
policy provided through the four GIC subsidiaries and of late,
health insurance policies by private companies) are geared to-
wards workers in the organised or formal sector, who comprise
not more than 10 per cent of al workers [Van Ginneken 1998].
Today in India, despite high economic growth, the proportion
of peoplein the organised sector isfalling and only 9.4 per cent
of total Indian workforce belongs to the organised sector [Datt
1997]. Theproblemiscompounded by thefact that theunorgani sed
or informal sector isgrowing and peoplewho belong to thissector
are bereft of any type of formal social security protection, i e,
neither a contribution-based social insurance scheme nor tax-
financed social assistance[ILO 2002]. Expansion of government
schemes outside of the formal sector isunlikely dueto logistical
difficultiesinorganising premiumcollections, targeting subsidies
and because insurers view the poor as“bad risks’ and unreliable
source of premium payments. Lower penetration of health in-
surance among the poor may be also due to lack of information
that is required by actuaries to calculate premiums and accord-
ingly design benefit package, or even due to the poor marketing
of available health insurance schemes like Jan Arogya of GIC.

Moreover, with shrinking budgetary support and fiscal prob-
lems, most state governments are finding it difficult to expand
their public facilities to cater to the growing health care needs
of their populations. Thus, the state health sector only partialy
serves the needs of rural and urban poor in the informal sector.
Making equitable, affordableand quality medical careaccessible
to the large number of people in the informal sector is thus a
daunting challenge.

Rol e of Mar ket

Theprivate sector in Indiaaccountsfor 82 per cent of outpatient
care, 56 per cent of hospitalisations, 46 per cent of institutional
deliveries, and 40 per cent of pre-natal care visits. It provides
only 10 per cent of immunisations. A comparison of NSS 52nd
round with the corresponding estimates of the NSS 42nd round
reveals a discernible rise in the share of private sector [NSSO
1998]. Private sector in Indiaaccounts for more than 80 per cent
of all health spending, one of the highest proportions of private
spending found anywherein theworld [World Bank 2002]. Only
fivecountries(Cambodia, the Democratic Republic of theCongo,
Georgia, Myanmar, and SierraLeone) have ahigher dependence
on private financing in the health sector [WHO 2004].
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But the situation is not much better with the private sector.
A study in two districts of Maharashtra found a large number
of doctors practising modern medicine without being qualified
to do so; and several hospitals that lacked even the basic infra-
structure and personnel to carry out their functions, and operating
without licences and registration [Nandraj and Duggal 1996].

Private for-profit health insurance, only recently alowed in
India under the Insurance Regulatory Development Authority
(IRDA) Act of 1999, islargely unavailable. Few companieshave
introduced health insurance schemes and they are generaly
targeted towards well-off peoplein selected cities. Nonethel ess,
according to IRDA guidelines, it is mandatory for private
companies to fulfil certain rural and social obligations.! How-
ever, these obligations are not exclusively for health insurance
schemes but for al categories of non-life insurance together.
Thus, there isno specific IRDA provision, which makes it
mandatory for private companiesto cover the poor through their
health insurance policies.

A market, after al, recognises those who have the purchasing
power to enter init. Thepoorest of the poor inIndiaandin Gujarat
who survive on subsistence activities have a very low level of
interaction with market as consumers [lyenger 2000]. They are
likely to beneglected by privateinsurance companies. Thus, most
of the informal sector remains outside any insurance cover
(provided by the state as well as the market) and hence there
is a great need to somehow bring them into the net of health
insurance so that their vulnerability can be reduced.

1
Comuni t y- based Heal t h | nsur ance and NGOs

Given the rising expenditure on health care and the inability
of the state and the market to protect the vulnerable sections of
society, it becomes increasingly important to look at various
aternatives for financing this expenditure. There have been
attempts to augment the resources of health facilities through
the introduction of user fees. These attempts have not produced
any significant result. The all-India figures suggest that during
1992-93, the average hospital receipts amounted to about 1.4 per
cent of the total hospital expenditure incurred by the hospitals
[NIPFP 1994]. Moreover, evidence consistently shows that user
feesaremost taxing to the poor and have anegative equity impact
[McPake et a 1992; Russell and Gilson 1997].

Animportant part of privatehealthfinanceinIndiaistheservice
provided by voluntary and charitable organisations. As noted by
Berman (1996), “while such groups do not account for a large
share in health care, they are often the only source of health
services, or the only trusted one, for the population they serve.”
Whileitisvery difficult to estimate even approxi mately the exact
coverage of these varied services, Berman speculates that they
cover more than 5 per cent of the population [Ellis et al 2000].
Many NGOsin Indiaare involved in microfinancing initiatives.
Learning from their experiences from micro-credit programmes
(e g, health expenditure, a major cause of default), some have
started micro-insurance programmes. There are also some other
NGOsthat are not into microfinance but into other devel opmental
activities and they have aso started insurance schemes for the
poor. Most of theseNGOsoffer comprehensiveass stance packages
with the underlying assumption that health is only one aspect
of development and should therefore be tackled along with other
socia problemsin holistic fashion [Ellis et a 2000]. According
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toonenotification, government recogni sesNGOsand panchayats
as intermediaries who can sdll insurance.2

Community-based health insurance (CBHI) is a mechanism that

alows for pooling of resources to cover the costs of future,

unpredictable health-related events. It offers individuals and
households protection against the uncertain risk of catastrophic
medical expenses in exchange for regular payment of premiums.

This regular small amount of prepayment helps the community

in avoiding high out-of-pocket expenditure at the time of

hospitalisation [Ranson 20024].

What distinguishes these ‘community-based’” schemes from
public or private-for-profit insurance is that the targeted com-
munity is involved in, defining the contribution level and col-
lecting mechanisms, defining the content of the benefit package;
and/or allocating the scheme' sfinancial resources[ILO Univer-
sitasProgramme2002]. Thismechanism, under whichthehealthy
can cross-subsidise the sick, may make a positive impact on
equity. The World Health Report 2000 noted that prepayment
schemes (i e, CBHI) represent the most effective way to protect
people from the costs of health care, and called for investigation
into mechanisms to bring the poor into such schemes [WHO
2000]. CBHI programmes offer ahopefor reducing the financial
burden caused by sickness to alarge segment of the low-income
population [Ellis et a 2000].

Many multinational donor agenciesadvocatethat CBHI schemes
serve as a mechanism of enhancing access (insured individuals
are more likely to seek care when they are ill) to hedlth care
services, and reducing thefrequency of medical indebtednessand
thus contributing positively to overall health system goals. The
WHO’s Commission on Macroeconomics and Health (CMH),
for example, recommends, “ out-of -pocket expenditures by poor
communities should increasingly be channelled into community
financing schemes to help cover the costs of community-based
health delivery”, [WHO 2001]. But data currently available in
the literature on CBHI in India is extremely limited. Many
schemeshavenot been studied at all. Ol der schemesaredescribed
in terms of their design and management, but rarely have they
been evaluated in terms of their impact. For those who wish to
implement a new CBHI, or existing CBHI schemes that wish
tomakeimprovements, or health policy-makerswonderingwhether
such schemes should be supported, there is an extremely limited
evidence-base on which to make decisions [Ranson 2002b].

Inthispaper, we haved described and anal ysed four such CBHI
schemes in Gujarat. As far as we know, this is an exhaustive
list of CBHI schemesin Gujarat. We have only included schemes
in which prepayment is being collected at aregular interval and
in which some component of inpatient care is covered (i e, we
intend to exclude schemes that only cover outpatient cover —
including community drug funds—astheseinvolve very limited/
no pooling of resources). So far no other study aimed at com-
paring these four schemes has been carried out. We have de-
scribed the schemesin short aswell as presented the community
viewpoint.

IV
Heal thProfil eof Gijarat

Gujarat, a state situated in north-western India, has along and
varied history and is particularly well known as the birthplace
of Mahatma Gandhi, and sadly, asthe site of recurrent communal
violence. At the time of 2001 census, the population of Gujarat
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was 50.6 million (almost 5 per cent of India's total population
of 1,027 million) making it the 10th (of 28) most populous state.
Gujarat has an area of amost 2,00,000 square kilometres, and
a population density of 258 persons per sguare kilometre (the
averagefor Indiais324 personsper squarekilometre). Compared
to Indiaasawhole, Gujarat is more urban; roughly 37.4 per cent
of Gujaratis live in urban areas compared to only 27.8 per cent
of al Indians. In general, Gujarat compares favourably to India
as a whole with respect to social, economic and demographic
indicators.

Healthlndicators

It can be seen from Table 1 that in terms of health care
indicators, Gujarat tends to be an average performer; it palesin
comparison to the best performing states (for example, Keraa
which has lower per capita income and higher incidence of
poverty than Gujarat) but does better than the all-India average.

Rl e of & at e and Mr ket

As compared to India, Gujarat has a much higher density of
health facilities. The number of hospitals and dispensaries per
lakh population in Gujarat is more than three times that in India
(Table 2). But at the same time, health carein Gujarat islargely
privately financed, individually purchased by out-of-pocket
expenditure, privately produced, unregulated, and geared more
towards curative instead of preventive care. Table 3 shows that
Gujarat differs most markedly from India overall in the impor-
tanceof private health careprovision (particularly inpatient). The
share of private sector in outpatient care is 65 per cent in rura
areas and 80 per cent in urban areas [Mahadevia 2002]. Private
sector ismuch more widespread in Gujarat compared to al India
average and dependence of people on private facilitiesin rural
as well as urban areas is very high.

Health expenditureasaproportion of net statedomestic product
(NSDP) has declined in the last decade from 2.16 per cent to
1.56 per cent. It must &l so be noted that Gujarat has one of fastest
growing NSDP but it has not resulted in higher government
spending on health. When ranked for the proportion of NSDP
spent on health, Gujarat ranked fourth from the bottom out of
25 states in 1990-91. According to NSS 52nd round dataset, per
capita public health expenditure (PCPHE) was Rs 54 in Gujarat,
lower than Rs 70, national average [Mahadevia 2002].

ol e of NI

Gujarat has along tradition of voluntary organisations. NGOs
rooted in Gandhian philosophy have covered a large field of
development activity including hedlth in the state. Gujarat has
arelatively large number of voluntary initiatives for providing
health services in urban as well as rural areas. There are NGOs
(like ARCH-Vahini, Sewa Rural, Anjdi, Ideal and few more)
run by professional doctors who are interested in public health
and committed to serve the poor. There are other NGOslike Aga
Khan, Self-Employed Women Association (SEWA) and
Tribhuvandas Foundation (TF) who provide health services as
apart of their other developmental activities. Most of theseNGOs
have been functioning in relatively inaccessible interiorsin the
rural districts with an emphasis on community participation.
Some NGOs (like Lowcost Medicine) are also instrumental in
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promoting production and distribution of low cost drugs. These
NGOs have been able to promote aworkable concept of primary
health care in which the members of the community are trained
to deal with primary illness [lyenger 2000]. Some of them
(SEWA, TF and Aga Khan) have aso started health insurance
schemesthat cover hospitalisation. Inthenext section, wedescribe
these schemes.

Vv
Case St udi es of Four CBH Schenes

This section describesthe modus operendi of four schemes run
by different NGOs. The narration on scheme design and man-
agement is based on discussions with scheme managers. Apart
from the management point of view, we have also tried to elicit
the opinion of the targeted community by holding Focus Group
Discussion (FGDs) with them. Their perceptions, experiences,
and aspirations have enriched our understanding of CBHI.

Sel f - Enpl oyed Wmen Associ ati on

The SEWA is a labour union of 6,00,000 women workers
engaged intheinformal economy, based in Ahmedabad, Gujarat.
SEWA isengaged in avariety of development-oriented activities
targeted at women. One of SEWA's first initiatives, after its
inception in 1972, was addressing women’s needs for financial
services — savings and credit — through the women’s own
microfinance organisation, SEWA Bank. In 1984, SEWA estab-
lishedacommunity-based primary health careprogrammeAarogya
SEWA (or SEWA Health), and Vimo SEWA (or SEWA Insur-
ance) was established in 1992 to complement this primary health
care work.

Tabl e 1: Heal th St at us of Quj arat Conparedtol ndi aand Keral a

Heal thS at us | ndi cat or Qjj arat Ida Kerala
Qudebirthrat e- GBBR(1999) 25.6 27.2 17.4
Q ude deat hr at e- COR(1997) 7.6 89 6.3
Mt ernal nortalityrate- MVR(1993) 3.8 4.58 234
Infant nortalityrate-1 MR(1997) 62 72 17
Li f eexpect ancy at bi rt h(1996- 2000) nal e 61.53 62. 36 68.8
Li f e expect ancy at bi rt h(1996- 2000) f enal e 62. 77 63. 39 74. 4
Tota fertilityrate THR(1994) 32 35 18

Sour ce: Mahadevi a (2002) .
Tabl e2: Heal thFacilitiesinGyjarat andl ndi a, 1991

Faci | i ti es per LakhPopul ati on Qjj arat Inda
Hospi tal 4.3 132
D spensari es 15.22 325
PHCs 324 3.5
Beds 145. 76 78.70
Doctors 52.98 47.19
Nur ses 59 36. 88
Source: Duggal et al (1995).
Tabl e 3: Presenceof PrivateSector inHeal thCare,
Qyj arat vsindia
(1 npercent age)

G arat Inda
Hospital sinpri vat esect or 85 68
I npati ent bedsinpri vat e sect or 58 37
Hospi tal i sationsanongrural nal esinprivat e sect or 67.8 38
Hospi tal i sati ons anong urbannal esi npri vat e sect or 72.8 39.9

Source: Sundar (1995) .
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Vimo SEWA provides a comprehensive insurance package
including life, health (hospitalisation) and asset insurance. The
scheme is targeted at members of the SEWA union across 11
districtsin Gujarat state, their spouses and their children. Of late,
the scheme has also been extended to other states of India. In
order to join the scheme, adults must be between 18 and 60 years
of age. Under Vimo SEWA'’s most popular policy, those who
pay theannual premium of Rs85 (Rs37.5 of whichisearmarked
for medical insurance) are covered to a maximum of Rs 2,000
per year in case of hospitalisation. Women also have the option
of becoming lifetime members of the socia security scheme by
making a fixed deposit of Rs 1,000; interest on this is used to
pay theannual premium and the deposit isreturned to the woman
when she turns 60. Exempted from coverage under the medical
insurance fund are certain pre-existing diseases (for example,
chronic tuberculosis, certain cancers, diabetes, hypertension,
piles) and disease caused by addiction. Members are eligible for
reimbursement for care taken at any type of hospital (public,
private, or trust). At the time of discharge, members must pay
for the hospitalisation out-of-pocket, and apply for reimburse-
ment from Vimo SEWA.

The design and management of the medical insurance fund
have evolved considerably since 1992. For example, SEWA’s
health insuranceinitially was administered jointly by SEWA and
the United India Insurance Company (UlIC- a subsidiary of the
Government Insurance Company). At that time, coverage in-
cluded only allopathic, inpatient care, not including gynaecologic
illnesses, and maximum coverage was Rs 1,000 per year. The
collaboration with the insurance company proved to be a mixed
experience. Difficultiesarosein part dueto the nature of therisks
covered, and aso because these companies had very little ex-
perience in insuring the poor. Consequently, systems and pro-
cedureswereslow and not suited to thereality of womenworkers.
In 1994, SEWA began to fully manage the health insurance
component itself. Under SEWA’s management: coverage was
expanded to cover moreillnesses and types of care (e g, obstetric
and gynaecologic problems and care from traditional bone-
setters), the premium was gradually increased as was the level
of coverage; the scheme was expanded to include men; and the
system for claims processing was decentralised to somedistricts.
Since 2001, Vimo SEWA has again started purchasing medical
insurancefromaGIC subsidiary, thistimetheNational Insurance
Company (NIC) and the newly introduced private player ICICI
Lombard. However, Vimo SEWA remains fully responsible for
enrolment of members, and approving and processing claims.

Membership in Vimo SEWA has risen markedly since its
inception. Membership in 1992-93 was approximately 5,000 and
increased steadily to almost 30,000 members in 2000-01 before
jumping to over 90,000 in 2001-02. It stands a more than
1,00,000 as of now. Rates of utilisation of the health insurance
have been low relative to the expected rate of hospitalisation,
at approximately 18 claims per thousand members per year. The
reason for this low rate remains unknown, but may relate to
difficulties faced by members in compiling claims, and lack of
informati on among somemembersabout how and whento submit
a medica insurance claim. Among those who have submitted
medical claimsto SEWA, the degree of financial protection has
been substantial. Among claims submitted, the average rate of
rejection over the last eight years has been only 11 per cent.
Among the claims that were reimbursed, the mean rate of re-
imbursement has varied from an average of 50 per cent (in recent
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years) to 85 per cent (1995-96). In recent years, thedelay between
hospital discharge and reimbursement of the insured was just
over three months — more than half of this delay occurs between
discharge from hospital and submission of the insurance claim
to Vimo SEWA. Since the health insurance's inception, the
premiums paid by annual members plus the interest paid from
the fixed deposits of lifetime members have always exceeded
medical claim payments. Cost-recovery (excluding administra-
tive costs) varied from 119 to 309 per cent. Nonetheless, if
administrative costs including spending on social marketing
effortsaretaken into consideration, the amount collected through
the premium may fall short of covering the entire cost of the
scheme.

Tri bhuvandas Foundat i on

TF, named after one of the pioneers of the white revolution
and founder chairman of AMUL dairy, the late Tribhuvandas
Patel, hasbeen actively involvedin variousdevel opment oriented
activities, and particularly concerned with the health of women
and children in the villages of Kheda and Anand districts of
central Gujarat since 1980. The foundation covers 638 villages
out of 900 villages of Kheda/Anand district. TF has trained one
voluntary healthworker (VHW) for work inevery village. VHWs
are paid an honorarium by the community and they have been
trained at TF headquarterstotreat primary illnessesandtoidentify
at-risk cases so that they can be referred to TF. In addition to
primary health care, TF is aso involved in income-generating
projects.

The hedlth insurance scheme named as Sardar Patel Aarogya
Mandal cameinto existence on January 26, 2001. TF wasaready
providing primary health care through its infrastructure, but it
felt the need of a health insurance scheme that could cover the
expensive hospitalisation. So the scheme was created to provide
inpatient care. Under this new scheme (TF had already been
experimenting with prepayment for more than 20 years), three
paisa per litre of milk deposited, plus Rs 26 (Rs 25 for TF
membership and Rs 1 for the scheme) per year are collected as
premium from each household. Originally the purpose behind
deducting three paisa per litre of milk deposited was to build
up a corpus and the interest on it would pay for the premium.
This three paisa per litre, was being collected years before the
scheme was started. For those who have paid the premium, 100
per cent of hospitalisation expenses (excluding medicine, trans-
port and other indirect cost) are covered for the entire family.
Only those who are members of both, milk cooperative
(doodhmandli) aswell as TF can enrol in this scheme. They must
deposit a minimum 300 litres of milk per year. If they cannot
thenthey arenot entitled to thebenefits. Another important clause
is that members must not sell any amount of milk to AMUL
competitors. If they are found selling milk to competitors, they
are disqualified from participating in the scheme.

Under this scheme, members when in need, have to approach
TF or any of itssub-centresfor referral to hospital. TF hassigned
amemorandum of understanding (MoU) with nine hospitals. All
hospitals were selected after careful consideration of factorslike
geographic location, quality of health care provided, fees and
support of the management. One common element among all
these hospitals is that they are all trust hospitals. Patients can
be admitted into the hospital by showing the membership card.
This card (in fact a small booklet known as chopdi among the
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community) contains the name of family members. Members do
not have to incur any out-of-pocket expenditure at the time of
hospitalisation. All nine hospitals send bills to the TF office on
amonthly basis and they pass through the scrutiny by TF office
staff. After getting areference slip from the TF doctor, they can
approach any of the nine approved/empanelled hospitals. In life
threatening emergencies, patients can directly proceed to the
hospital, but before being discharged from the hospital, the
relativesof patient or villagehealthworker (VHW) hastoapproach
the TF appointed doctors for referral dip.

Initially the scheme also covered the cost of medicine but it
was found that doctors were over prescribing medicines and this
cover was withdrawn later on. TF aso had to drop severa of
itspartner hospital sbecause of concernsabout supply or provider
moral hazard (a tendency to inflate medical bills when provider
knows that patient possesses health insurance).

Asthe time of data collection, 83,000 families from 645 dairy
cooperatives had already become members of the scheme. This
shows that the scheme has been able to provide coverage to a
sizeable population. But at the same time the scheme excludes
those who cannot deposit a minimum 300 litres of milk per year.
Thismeans, thosewho arevery poor and do not own cattle, remain
outside the ambit of the scheme. Members of the scheme by and
large seemed quite happy during our FGD with them. But many
areunawareabout theexclusionsand whenthey do not get waiver,
they complain. Wefound that even the VHW was unaware about
illnesses that are excluded from the scheme. This confusion
createsdissatisfactionandfrustrationinthecommunity ingeneral
and those who do not get waiver, in particular. Thus, there is
a need to make the community understand the scheme design
thoroughly. As far as financial sustainability of the scheme is
concerned, the amount collected through premium falls short of
covering the cost of hospitalisation. For example, Rs 27 lakhs
were collected through premium last year and the total cost of
hospitalisation exceeded Rs 1.25 crore. The deficit was filled
in by AMUL. This gap aroused on account of higher rates of
utilisation than what was expected by TF administration. More-
over, TF administration wanted to build up the corpus for some
years before launching the scheme but for some reasons the
scheme was started early which contributed to the deficit.

Aga Khan Heal t h Servi ces, I ndia

The Aga Khan Health Services, India (AKHS,I), a major
functionary of the Aga Khan development network, is one of
the most comprehensive, non-profit health care system in the
developingworld. AKHS isactivein Kenya, Tanzania, Indiaand
Pakistan. Today more than two million people benefit from
AKHS. The organisation derives support from the Aga Khan's
secretariat in France and international headquarters in Geneva
on policy issues and concerns. AKHS,| (AKHS India) provides
health careto the poor in pocketsthrought the country but mainly
the organisation is active in Gujarat, Maharashtra and Andhra
Pradesh. InGujarat AKHS, | isworking in Sidhpur talukaof Patan
district in north Gujarat and Junagadh district in Saurashtra.
AKHS,I believesin providing quality health care to the poor and
strivesfor making al its servicesfinancialy viable. They charge
user fees for al services and have also introduced prepayment
or hedlth insurance schemes.

Inthefirst schemeknown as cooperative health care financing,
AKHS, has tied up with a dairy cooperative and the dairy
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cooperative deducts three to five paisa per litre of milk and in
return provides Rs 30,000 to AKHS,I. Under the second scheme,
known as community health fund (CHF), Rs 200 is collected
as premium from each family that is not a member of dairy
cooperétives. Thosewho are membersof any of thetwo schemes,
get waiver in registration fee (which in any case is subsidised,
at acost of only Rs2) and medical examination fees(Rs5). They
get 10 per cent discount in delivery charges. Delivery charges
areRs 125 plus Rs 20 per day for inpatient care and for deliveries
at home, Rs 150 is charged. Members receive 20 per cent
discountsin al laboratory tests. Moreover all members who are
above the age of 35 get free medical check up and non-
communicable disease (NCD) screening oncein ayear. Females
also get breast cancer screening free. AKHS,I does not provide
any hospitalisation cover except in case of delivery. The com-
munity itself, throughlocal health sector management committee,
decides the premium amount. There is no specific timing period
of paying the premium in case of CHF. Generally people pay
the premium during the harvest time.

At present these prepayment schemes are running in four
sectors of Sidpur taluka project. They were started in 1995 in
Meloj, 1997 in Varsila, 1999 in Samoda, and in 2002 in Methan
sectors. Under the cooperative health care financing scheme,
itwas felt by the dairy cooperative that deducting three to
five paisawas administratively difficult and instead dairy man-
agement decided to deduct the entire amount from its net profit
at the year-end.

These AKHS schemes appear to have had little impact on the
targeted popul ation, duetolow population coverage coupled with
low level of service utilisation among those enrolled in the
schemes.

It can be seen from Tables 4 and 5 that although AKHS is
working in 26 villages of Sidhpur and covers a population of
45,000, asfar asboth of these prepayment schemesare concerned;
only 878 households (45.3 per cent of total HH) is actualy
covered by them. When CHF was introduced in Varsila sector
in 1997, there was 80 per cent enrolment in the first year but
subsequently, 50 per cent of themembershavewithdrawn because
they felt that they were not able to recover the premium by
utilising the services. Thisnon-utilisation wasmainly dueto high
amount of seasonal outmigration in this region. Moreover, the
lack of hospitali sation cover may beoneof theimportant reasons for
non-participation. There can be two reasons for this. According

Tabl e 4: Cooper ati ve Heal t h Car e Fi nanci ng Schene

Sector Year of Total HH Covered  Amount Qntributi ons
Inception intheArea HH that Dairy  towardsGentre’'s
I's Payi ng Qost (Per Cent)
M of 1995 550 350 30, 000 25
Met han 2002 720 217 15, 000 15

Note: Datafor theyear 2002

Tabl e 5: Communi ty Heal t h Fund Scheme

Sector Year of No of Govered  Prem um Qontribution
Inception  Total HH HH per HH(Rs) towardsCentre's
Qost (Per Cent)
M of 1995 550 27 200 5
\&rsila 1997 217 90 125 12
Sanmpda 1999 450 80 200 8
Met han 2002 720 114 200 19

Note: Datafor theyear 2002
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to AKHS team, the highest utilisation of the scheme is through
availing the 20 per cent discounts in al laboratory tests. Com-
munity perceives this benefit as attractive as these tests are
expensive in nature. According to the scheme manager, in the
Meloj sector, the utilisation of health services has improved but
no statisticsareavailable. The schemescontributerelatively little
towardstheoperating costsof thehealth centresinvolved (Tables 4
and 5), and reaches only a maximum of 25 per cent of operating
costs a the Meloj health centre.

Navsarj an

The focus of Navsarjan, which was established in 1988, isthe
dalit community. The main objective of the organisation is to
unearth atrocities against dalits and fight against these atrocities
by providing legal assistance so that dalits can lead alife of self-
respect and dignity. Today Navsarjan isworking in 11 districts
of Gujarat and has a team of 194 workers. Of late, Navsarjan
hasal so started working for the poor non-dalitsand thusthefocus
is shifting from caste to class.

One enthusiastic and committed worker of Navsarjan, who
belongs to the north Gujarat region, initiated an idea of health
insurance. Navsarjan decided to buy the‘mediclaim’ policy from
New IndiaAssurance (Sanand branch) and pay the premium. The
coverage period was from March 17, 1999 to March 16, 2000.
The coverage amount was up to Rs 15,000 and the premium was
Rs 175 per member. New IndiaAssurancegaveab per cent group
discount so per capita premium came to Rs 159. The total
premium paid for the scheme was Rs 91,216. This amount was
partly funded by Hivos (a funding agency) and partly from
Navsarjan Social Security membership fund (a larger compre-
hensive scheme which was also on pilot basis for two years and
included accidental death, maternity benefits, etc. The member-
ship fee was Rs 400 per annum and was paid by individuals).
Thustheschemewaspartially financed by thecommunity through
the social security fund. Five panel doctors (2 orthopedic sur-
geons, 1 gynaecologist, 1 physician and 1 general surgeon) were
approached in Patan town and it was decided that the members,
in case of need, would visit them in Patan. The doctors agreed
to receive payment after three months, i e, they would provide
treatment on credit. Each member was given amembership card.
One staff member of Navsarjan was transferred to Patan to sit
in the premises of the hospital to help the members of the
scheme. He looked after all documents like bills and drug pre-
scriptions, and file the mediclaim application form. The village
Navsarjan workers often accompanied members to the hospital
in Patan. The policy was just for one year and was on pilot
basis only.

It can be seen from Table 6 that 574 individuals (51 per cent
of them werewomen) were covered under the scheme. According
to the data provided by Navsarjan, during the period of scheme
operation 57 claimswere made of Rs 81,130. From these claims,
21 weretotally rejected (rejection rate 36.8 per cent) and in many
casefull amount was not sanctioned. Thetotal sanctioned amount
was Rs 46,030. Out of the total 21 claims that were rejected,
since the amount was substantial in two cases, Navsarjan bore
the cost. Therest of the 19 members had to pay for the treatment.
The average cost of hospitalisation works out to be Rs 1,423
whereas the average cost of reimbursement comes to Rs 808.
Those members, whose claims were not sanctioned, were
quite unhappy. They did not understand the reasons for ‘non
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sanctioning’ of the amount and had a quarrel with Navsarjan
workers. But most of the members were very happy with the
scheme. Today they are ready to pay Rs 159 if the scheme is
restarted. Many people from the community still approach
Navsarjan and show their willingnessto pay the premium them-
selves. The main positive feature of the scheme was increased
accessto the health care services. Earlier the community avoided
adoctor unless there was an emergency mainly due to the cost.
In case of women, despite the fact that there are many
gynaecological problems, they did not seek health care services
for financial aswell as socio-cultural reasons. During the imple-
mentation phase of the scheme, many women turned up to the
hospital for treatment.

Whileimplementing the social security programme, Navsarjan
realised that the scale of operation is quite large and almost a
separate organisation would be required to manage the compre-
hensive social security scheme. Navsarjan's focus was never
public health and socia security. Scheme managers expressed
that running the scheme was time and resource consuming and
therefore they chose to focus on their primary activity — of
working with dalits. Moreover, according to Navsarjan manage-
ment, one of the reasonsfor termination of the schemewasfraud
by doctors. Doctors inflated the bills, over-prescribed the medi-
cines and encouraged unnecessary hospitalisation.

\'{
D scussi on and Qoncl usi on

Tables7and 8 comparesalient featuresof al four schemes. It is
quite evident from these tables that the schemes are diverse in
terms of their design and management (number of members,
target population, pattern of enrolment, unit of membership, level
of premium, scheme benefit package, etc). Therefore, it issome-
what difficult to make comparisons across the schemes. Each
scheme is unique and has its own strengths and weakness.

Two out of four (AKHS and TF) are health NGOs. The other
two (SEWA and Navsarjan) are also engated in other develop-
mental activities and health insurance has been introduced by
them as a part of social security package. In case of Navsarjan,
the NGO was working as an intermediary between the insurance
company and the community. As far as size of the scheme is
concerned, Aga Khan and Navsarjan are quite small whereas
SEWA and TF have been ableto insure alarge number of people.
Both TF and Aga Khan have piggybacked on dairy cooperative
structures for health insurance. It is worth noting here that apart
from health insurance, dairy cooperatives have done many
welfare activities both for the betterment of the community as
well as cattle. This structure has the leverage of political
backing but then it makes membership mandatory as members
of dairy cooperative automatically become members of health
insurance schemes. SEWA and Navsarjan only provide in-
patient care whereas AKHS only provides outpatient care

Tabl e 6: Det ai | s of Navsarj an Schene
No of menbers 574

Premumcol | ectedinRs [ B 91, 216

d ai ns (anount i nRs) 57 (81, 130)
Aver agecost of hospitalisationinRs 1423
Qainssettled(anount) [ 36 (46, 030)

Aver age anount rei nbursedinRs 808
Rej ectionrat e (per cent) 36.8
SurplusinRs[B —[H 45, 186
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(except in case of delivery) and TF provides both inpatient
and outpatient care. AKHS does provide an interesting contrast.
It involves prepayment for events that are fairly common and
easy to predict.

These differences notwithstanding, the common thread run-
ning all across the four schemes is prepayment mechanism. In
all schemes, community has to pay something before they need
health-related services. Since this concept is new and may be
difficult to grasp, most NGOs had a hard time explaining the
concept of insurance and convincing the community to pay for
a service, which may or may not be availed of. Each NGO used
socia marketing toolsfor promotion of the scheme. For example
a TF, information on new scheme was circulated through the

‘patrika’ (newsletter) distributed at all milk collection counters
in villages and the scheme was a so discussed during the routine
milk cooperative meetings. At Navsarjan the mediclaim policy
was trandated into user-friendly Gujarati language and was
circulated among members. Insurance at SEWA is marketed
throughanannual, intensivecampaign, carried out at thegrassroot
level. SEWA administrators estimate that it takes three face-to-
face visits, where information and education about the insurance
scheme are provided, before members of the target population
come to grasp the concept of insurance, and some of the intri-
cacies of the SEWA insurance package.

If the collected premium amount exceeds the claims made plus
the administrative cost, we have considered the scheme to be

Tabl e 7: Conpari son of Sal i ent Feat ures of CBH Schemes

Sel f - Enpl oyed Wnen
Associ ati on (SEW)

Tri bhuvandas Foundat i on

(T

Aga Khan Heal t h Ser vi ces,
I'ndi a(AHS 1)

Navsar j an

Narre of t he Scheme

Year of | nception
Location

Satus
Tar get Popul ati on

Uhi t of menber shi p
Menber s

Per cent of target
popul ati on
@l | aborationwth@C

Use of Managenent

I nfornationSystem(MS)

S f-sufficient or not

I ntegrat ed| nsurance
Schene (119)

1992
11districtsof Gj arat

(ngoi ng
Véneni ninf ornal sect or

I'nd vi duel
1, 00, 000i ndi vi dual s

Appr oxi nat el y 17 per cent
(lout of 6)

Yes (wWwthN CandlQQ
Lonbar d)

Yes

Largel y, al t houghadnini st -
rativecost i sbei ngpai d
by GTZ

Sardar Pat el Aarogya
Mandal

2001
Kheda/ Anand di stri ct

(ngoi ng

Menber s of dai ry m | k
cooperati ve

Famly

83, 000fanl i es

NA

No

Yes — Dat a ar e conput eri sed
andl i nkedtosone hospital s

No

Heavi | y subsi di sed by AMLL.

1] Communi ty heal thfund (GF)
2] Qoper ati veheal t hcar ef i nanci ng

1995
S dhpur tal ukaof Patandi stri ct
innorthGj arat

(ngoi ng

I'snai | iesandof | ateother villagers
Fanily

(i) 311fanliesinfour sectors

of S dhpur

(ii) 467famliesintwosectors
of S dhpur

8to9per cent of target popul ation
No

No

Nostatisticsavail abl e

Heal thl nsurance

1999
Sam and Hari j tal ukaof
Patandi strict innorthGyj arat

St opped i n 2000
Qlits

I'nd vi duel
574

Negli gi bl e, | essthanlper cent

Yes (WthNQ

No

No. The schene was partly
subsi di sed by Navsarj anand
partly by HVCS

Tabl e 8: Conpari son of Preni umand Schene Benefit Package ( SBP)

Sel f - Enpl oyed Wnen
Associ ati on (SEW)

Tri bhuvandas Foundat i on

(™

Aga Khan Heal t h Ser vi ces,
India(AHS 1)

Navsar j an

Prem umper annum

Berefi t

Cap on r ei nbur senent

Servi ces excl uded

M ni numper i od
of hospi tal i sati on

Rs 85

Qnlyinpatient care.

Hospi tal i sati oncover, pl us
onetinepaynent for denture
andhearingai d. Delivery
benefi tsfor fixeddeposits
nenbers.

Rs 2000

Fre-exi stingcondi ti ons,
nornal del i very, conditi ons
relatedtoH V A 08

24 Hour s

3pai saper litreof mlkplus
Rs 1per fanly

Bot hi npat i ent and
outpatient care.
Freehospital i sati onat

sel ectedreferral hospita s

Rs 7t 0 10, 000 on an aver age
but TF nanagenent can

rei nburseuptoRs 11 akhin
exceptional cases

Angi ogr aphy, angi opl asty,
bypass surgery, al | cancers,
naj or ort hopedi c operati ons
(joint repl acenent ) ki dney
transpl ant Al DSand TB

Nbt speci fi ed

1] RS 125t0Rs 200 per famy,
deci ded by t he cormuni ty

2] 3to5pai saper litreof mlk
deduct ed per fam |y and dai ry pays
Rs 30, 000t 0 AKHS, |
Qnlyoutpatient care

(except i ncaseof delivery).

O scountsinuser feesfor prinary
careandfree nedi cal
check-uponceinayear.

NA

Al hospital i sati onexcept
divery

NA

Rs 175 per i ndi vi dual but pai d
by Navsarj ant 0@ Con behal f
of them

Qilyinpatient care.
Freehospitalisationupto
Rs 15,000at aparti cul ar
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Rs 15, 000
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Medi cl ai mpol i cy appl i cabl e

48 hour s
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financially self-sustainable. None of the schemesis fully finan-
cialy self-sustainable by thisyardstick. Althoughit isimportant,
financia sustainability may not bethetop priority for theorganisers
and administrators of any CBHI scheme. Often, these schemes
are initiated with the acknowledgement that there is a trade-off
betweenfinancial sustainability and equity, andthatit may simply
not be possible to provide insurance services to the very poor
without some form of external subsidy. In the process of making
schemes economically viable, premiums usualy go up which
adversely affects the members who are at the bottom from the
income point of view. All of these four schemes that we have
studied received some form of external support at some point
of time, without which they probably could not have survived
on their own.

From our discussions with community member, we can say
that they view CBHI in a positive way. However, they feel that
thereisroom for improvement in avariety of ways. Two schemes
(SEWA and Navsarjan) were in collaboration with General
Insurance Corporation. According to the scheme manager of
Navsarjan, the administration at GIC was quite supportive but
at the same time they were careful not to incur any losses. For
example, Navsarjan scheme manager wastold by the GIC official
that evenif al claimsare genuinein nature, they could not afford
to pay beyond the amount that they were receiving by collecting
premium. Since the scheme is relatively new in case of TF, it
would be pre-matureto draw any concrete conclusions. But 10ok-
ing at the enrolment conditions, it is fairly evident that scheme
excludes those people who cannot deposit 300 litres of milk in
ayear. This means, those households who are poor and cannot
afford to own a milch animal are unable to avail of benefits.

Generally, CBHI coversvery small populations, sohasalimited
impact from a public health point of view. And the schemes that
require significant out-of-pocket payment (e g, SEWA) may not
protect from indebtedness, particularly among those who expe-
rience the most expensive hospitalisations.

The presence of health insurance cover may induceindividuas
either to take fewer precautions or to use more health services
when they fall ill. Both actions tend to increase health expen-
diture. This phenomenais known as moral hazard. But in case
of low income population where the health services utilisation
isalready low, thisincreased spending may be socially desirable
[Elliset a 2000]. In cases like Navsarjan and TF, when doctors
knew the fact that the patient was insured, they over prescribed
drugs and went for unnecessary clinical investigations. Due to
thisproblem of moral hazard, TF had to withdraw the medication/
outpatient cover.

The FGDs were designed to understand the exposure to, and
awareness of the community regarding CBHI, willingnesstojoin
and pay, choiceof health careprovider, and desireof modification
in CBHI schemes. We must notethat in some casesthe awareness
level isvery low and somemembersof CBHI schemes, especially
wherethereistie-up with dairy cooperatives (TF and Aga Khan)
do not even know that they are members of such a scheme. At
SEWA, it isnot uncommon for membersto recall details of their
lifeinsurance (part of the SEWA insurance package) but toforget
that they are also entitled to health insurance benefits. These
limited levels of awareness highlight the need for any CBHI
scheme to be accompanied by an ongoing education and infor-
mation campaign to keep members informed about their insur-
ance policy. Reminder visits between annua campaigns appear
to be a necessity.
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CBHI cannot be termed as a panacea for the health problems
of the poor. There are a good number of indicators that point
to the weskness of CBHI. Available evidence, while limited,
suggests that CBHI schemes have done little to improve equity
of financing and utilisation, andin somecasesmay haveworsened
the situation [Bennett 1998]. When the level of premium is not
related to the income, (and in most CBHI schemes, premium is
flat rate) the poorest have to pay a higher proportion of their
income compared to the wealthy among the poor and thus the
premiumisregressivein nature. Thisisunfair on equity grounds.
Tools like diding scale premium (premium linked to capacity
to pay) can contribute positively towards protecting the poor from
cost. But the problem lies in “means testing” or identifying the
true needy persons.

CBHI is till a comparatively new concept in hedth care
financing for the poor and many research questions remain. For
examplewhat arethemainfactorsfor community to accept/refuse
the membership of CBHI? What is the role of socio-economic
variables such as caste, income, assets, employment, education,
etc, in enrolment and utilisation? Does the distance from the
health centres or hospitals (that are part of the CBHI or that are
collaborating with it) play arole in signing up or not for mem-
bership? What are the strengths, weakness, opportunities and
threats (SWOT) in CBHI structure? In what way can CBHI solve
the problem of information asymmetry which leadersto problem
of adversesel ection (higher proportion of sick joiningthescheme)
and mora hazards? What is the optimal groups size for CBHI?
And to what extent can CBHI schemes be expanded to cover
sufficiently large populations so as to contribute to the overall
health system goals, such as access to hospitalisation and pro-
tection from medical indebtedness?

International development agencies like the World Bank now
increasingly emphasise the demand-side — highlighting CBHI,
user fees and private sector for strengthening the health sector
[World Bank 1987, World Development Report 1993, WHR
2000]. Thisisamajor departurefrom the earlier approach, which
focused on the supply-side — public sector spending, costs,
management, and efficiency — that has dominated the inter-
national health finance agenda for many years. This kind of
concern has led to substantial debate pertaining to alternatives/
options available for financing health care for the poor. One
prominent option is CBHI, but in order to answer the policy
questionsfor framing CBHI schemes, itisnecessary toinvestigate
the acceptance of the people regarding such schemes and the
extent to which they are willing to pay for the schemes.

The overall assessment of the NGO-sponsored schemesisthat
they have so far reached only a very small segment of the poor
unorganised sector. To date, the government of India, and the
government of Gujarat have had very limited interaction with
CBHI schemes operating in Gujarat state. In our opinion, attach-
ing CBHI schemes with other structures like self-help groups
(SHGs), panchayati rgj institutions (PRIs), gram sabhas (GSs),
large devel opment-oriented NGOs, work cooperatives, etc, may
improve coverage and bring better results than running CBHI
in isolation. As well, CBHI schemes should increasingly draw
on resources available through well-functioning public health
facilities, where they exist. This will facilitate financial
sustainability, and perhaps reduce the risk of supply-side moral
hazard (i e, unnecessary over-provision). Thesocial capital leverage
that other structures already have, can then be transferred to
CBHI. It would be better if international donor agencies, centre
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and state government, insurance companies and NGOs come
together, cooperate and try to explore this promising aternative
of CBHI. &l

Email: akash_acharya2002@yahoo.co.in
kent.ranson@ishtm.ac.uk
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1 Part II1, Section IV of Insurance Regulatory and Development Authority
(Obligations of Insurers to Rural and Social Sectors) Regulations, 2000

2 ‘Banks, NGOs, Panchayats allowed to sell Insurance’, The Economic
Times, October 21, 2002, p 1.
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