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Viability of Community Health insurance schemes Introduction India is booming, shining, expanding … the adjectives are endless. Our country seems to be on a roll, and is creating waves internationally. But, some sad facts are hidden amidst all this hype and hoopla. That while a certain section of Indians are obviously benefiting from this economic boom, the majority are being left far behind. The gap between the rich and the poor is widening. The latest Human Development Report (UNDP 2005) ranks us 127 (out of 177 nations), a little above our neighbours Pakistan and Bangladesh. It is clear that this economic growth is not being translated into improved living standards for the poorer sections of society. Infant deaths in India remain high, women still die in childbirth and half our children are malnourished. This is further compounded by a dysfunctional public health system that provides health care to only 20 to 25% of the population. The rest of the population is forced to seek health care from the private sector and pay out of pocket at the time of illness. 80% of our health care is met through individual household expenditure, one of the highest internationally (Fig 1). Figure 1: Out of pocket payment as a percent of total health expenditure by GDP – select countries 40000
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People living in high-income countries spend a very low percent through out of pocket payments. Even people living in low-income countries like Zambia, Zimbabwe and Brazil have been protected from high medical expenses at the time of illness. Either government health services or health insurance takes care of their medical expenses. On the other hand, if we look at India, our population spends an unacceptable amount on health from their own pockets for health care. We have for company, countries like Nepal, Bangladesh and Cambodia. What does this mean in real terms? It means that Indians have very little protection against high medical expenses. While the rich and middle class have their employers to pick up the tabs, the N. Devadasan
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story is different for the lower class and the poor. Not only do they lose their source of income at the time of illness, they have to pay considerable amount of money to become better. Studies show that an average of 24% of Indians are impoverished because of medical expenses (Peters 2002). In such circumstances there are two alternatives – either the government increases it’s spending on health care and thereby improves the quality of care in its institutions and thereby protects the poor from catastrophic health expenditure. Or the poor resort to some mechanism that protects them when they fall sick. While the former option seems a distant dream, the latter seems to be materializing in various forms in our country. In the next section, this article, describes the community health insurance scenario in our country and then proceeds to analyse its viability.



Community health insurance (CHI) There are three broad categories of health insurance – the most equitable is the social health insurance. Popular in most European countries, it mandates that all employees and employers contribute towards a health insurance fund that is used to finance health care for the entire population. The government also contributes to this fund to varying degrees. Here there is risk pooling between the healthy and the ill; between the rich and the poor and between the employed and the unemployed (e.g. elders or children). The most inequitable category is the voluntary private health insurance – wherein individuals purchase health insurance for their own requirements. There is very little risk pooling – mostly limited between the healthy and not so healthy. And somewhere in between we have the community health insurance (also called micro health insurance). Here communities come together to create a health fund that is used to meet the health care costs of that community. The community health insurance movement is gaining considerable popularity, especially in Africa. CHIs today protect a considerable proportion of the African population, the most remarkable being Rwanda, where 43% of its population is covered. Box 1: Definition of Community health insurance



It is “any not-for-profit insurance scheme aimed primarily at the informal sector and formed on the basis of a collective pooling of health risks, and in which the members participate in its management.” In India, although we have a long history of CHI (the earliest documented being the Student’s Health Home in Kolkata – 1955); the past decade has seen a remarkable increase in the number of people coming under the umbrella of CHIs. Today, estimates indicate that CHIs cover more than 4 million people. The distribution of CHI schemes in India is shown in Fig 2. The main characteristics of Indian CHIs are that they are all initiated by voluntary organizations mainly to increase access to health care for the poor. While some schemes are managed by hospitals, in others the voluntary organisation manages it and purchases health care on behalf of the community from private providers. Increasingly, many of the CHIs have linked up with health insurance companies to widen the risk pool and minimise their risk. The CHIs specifically target the poorer sections of society e.g. adivasis, self-employed women, farmers or dalits. They use existing organised groups e.g. self help groups, associations, unions to introduce health insurance (Devadasan N 2004). This has synergistic benefits (Box 2)
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The benefit package is a comprehensive cover that includes hospitalisation benefits. Unlike the Mediclaim policies, the CHI cover is tailor-made to suit the local reality. Thus upper limits are moderate and exclusions are minimal. Always there is a balance between the community requirements and affordability. Thus premiums range from Rs 50 to Rs 100 per person per year, is community rated and collected as per the convenience of the community. The administration of the CHIs is usually shared between the community and the voluntary organizations.



Box 2: The strategy of introducing CHI in existing groups Most CHIs have introduced the concept of health insurance among existing groups e.g. self help groups, trade unions, farmers’ associations, cooperative societies etc. This has many advantages  Health insurance is able to build on the existing foundation of solidarity and trust that exists in these groups  Insurance education and feedback from the community can easily be routed through existing channels e.g. monthly meetings etc.  Premium can be collected easily through the existing channels e.g. when farmers supply their produce, or when women pay their monthly dues or when children pay their school fees.  These groups have experience in handling finances and so it is easy to train them in keeping the accounts for insurance. Similarly other administrative functions are also shared between this group and the voluntary agency.



Figure 2: Community health insurance schemes in India
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Do these CHIs perform? While it is nice and romantic to talk about health insurance for the poor, is it feasible? Is it sustainable? Is it effective? These are the questions that race through the readers’ mind when s/he reads about CHI. The next section will develop this idea in greater detail.



Viability of community health insurance Viability, or sustainability can be defined in many ways. Most definitions talk about ‘sustainable development’. But in CHIs we talk about a system, a process of health financing. So I use the definition of a ‘sustainable system’ as one that “must be based on resources that will not be exhausted over a reasonable period of time.” By resources, I do not limit myself to financial resources, but include also human, institutional and ecological resources. Historically, community health insurance has been around since the late 19th century. Called “sickness funds” in Germany, Belgium, Japan and the Netherlands, these small funds helped to protect the industrial worker from expensive medical bills. These funds over the years have amalgamated into the current social health insurance companies in these respective countries (Barnighausen T 2002). Thus history is on the side of community health insurance schemes. Are CHIs financially viable? Can they raise enough funds to manage their scheme? Given the target population, and the small numbers covered, most actuarials dismiss CHIs as unviable. However, if we look at the evidence, then there is another story. While exact financial data is not available in most of the schemes, evidence suggests that more than half the schemes in our country generate enough money from premiums to run the scheme. They are able to meet the claims and the administrative expenses from the premiums raised. These CHIs do not require external resources to run the scheme. The remaining 40% of the CHIs obtain external resources (either from Government or from donors) to supplement the income from premiums. This supplement ranges from 25 – 50% of the total operational costs. Thus financially more than half the CHIs are self sufficient – or viable. It is another matter that they may have insufficient reserves, or their equity-debt ratio may be sub optimal. Having said all this, I would like to reiterate that we are talking about the poorer sections of society, those who are socially and economically excluded from health services. To expect them to meet their entire health costs is both inequitable and unacceptable. Especially when the government subsidises the rich through tax breaks for Mediclaim policies. It is imperative that the government steps in to provide the necessary financial support to these CHIs so that they become financially sustainable. And the burden of financing the health care of the poor is shared equally between the community and the government. Yet another important facet of viability is “institutional viability”. That is, do the CHIs have the administrative and institutional capacities to manage a health insurance programme? This is where the CHI scores even over existing health insurance companies. As stated earlier, all the CHIs are managed by voluntary organisations that have been working in the field of development for many years. They have the necessary infrastructure and human resources to implement the CHI scheme. Most CHIs have a specific population with which it has an excellent rapport. Health insurance products are developed on the foundation of trust earned earlier. So it is very easy for the voluntary organisation to distribute the product, collect premium and process claims and reimbursements. Community representatives are able to ‘market’ and service the products. What they lack in technical education, they make up with enthusiasm and commitment.
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Which is why most CHIs have an enrolment rate of about 30 – 40% of their target community. Customer satisfaction is monitored through regular feedback and risks like fraud and moral hazard are controlled through social audits. Most CHIs have people capable of maintaining accounts and records and registers. Today with computerisation, this is becoming easier and it is not uncommon to find school dropouts entering insurance data into PCs. With a little training and developing clear-cut indicators, monitoring of these schemes can be made more effective. All the CHIs have introduced measures like waiting period, definite collection periods, large enrolment units, referral systems co-payments – methods to reduce risks like adverse selection and moral hazard. This is an indication of the advanced technical capacity of these CHIs, developed not from theories and books, but from the classroom of experience and common sense. The main weakness in the CHIs has been their inability to negotiate with health care providers and regulate the quality of care and costs. This is where they need the help of external agencies or the government. Sharing the administrative burden also implies sharing the administrative costs. Most CHIs are able to keep the administrative costs to less than 15%. This is admirable considering the low volumes involved. And this definitely helps in making the CHI a more economically efficient mechanism of protecting the poor. Are these CHIs ecologically viable? Do they benefit the community? Effectiveness of CHIs can be measured in terms of improving access to health care and protecting households against catastrophic health expenditure (Kutzin 1998). Here again evidence is scanty. Institution based studies at ACCORD and SEWA do show that the access to health care among the insured is higher as compared to the non-insured. Preliminary reports from community based studies at ACCORD and KKVS confirm these findings (Devadasan N 2005). This is a major achievement, as in our country the poorest have very limited access to health care. The NSSO study shows that the lowest quintile has seven times less hospitalisation rates as compared to the highest quintile (even though the former has more morbidity) (National Sample Survey Organisation 1998). So CHI, by reducing the financial barrier to hospital care, allows the poor to seek health care when required.



Conclusions I conclude this article with the conviction that community health insurance schemes in India are a viable, effective and appropriate strategy to improve the health of the poorer sections of our society. With some technical and financial support from governments or other external sources, they can easily become financially viable. With their administrative capacity and their ability to meet the needs of the people, they are able to offer an appropriate product that meets many of their health care needs. While officials and technocrats will carp at the fact that these are small initiatives and are not an answer to India’s millions, one has to see them as small drops that contribute towards a larger goal – that of universal coverage. India has multiple risk pools and so we need multiple strategies to cover everybody and bring them under the umbrella of ‘health insurance’. In this context, CHI is one of the many strategies. Instead of disparaging it, the Government should actively explore methods of supporting CHIs so that at least one segment of the population is taken care of. At the same time, in its efforts, it should not undermine the invaluable social capital that has been built up over time in the form of CHIs.
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