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Managed Care and Developing Countries: What
are the equity implications?

Health sector reform has become the watchword in developing countries, as they
struggle to provide quality healthcare services to their populations in an era of
resource constraints and economic turmoil. Among the many options available under
the rubric of 'reform' ,managed care is increasingly being discussed (and implemented)
in many developing countries. Similar to the catch-all phrase 'health sector reform' ,
managed care encompasses diverse concepts, strategies and organizations. I attempt
here to enunciate a framework for understanding the concept of managed care, and
discuss its implications within the context of the World Health Organization's
(WHO) initiative on equity in health.

What is managed care?
To set the stage for understanding this concept, it is essential to know what managed
care is not. The term originated in the USA, where it referred to a system of delivering
and financing healthcare which, simply put, was the antithesis of fee-for-service
medicine. The major impetus for these changes was the rapid increase in costs of
providing healthcare in the USA. The era of managed care can be said to have begun
when checks and balances were applied to the system of no questions asked, fee-for-
service medicine or, in other words, when care began to be 'managed' in order to
achieve a greater degree of control over the utilization and cost of health services.

Managed care is a generic and all-encompassing term, and it can best be
understood as a set of techniques used by different organizations to achieve the goal
of providing cost-conscious quality care to a specific population. This goal is
achieved by restructuring the delivery system of healthcare services, providing
appropriate incentives and barriers for providers and patients, and the imposition of
an administrative structure to manage a population and its use of services.' The
specific techniques used might include selective physician and hospital contracting,
utilization and risk management, quality management and negotiated rate-setting
(pre-payment, capitation, etc.). A variety of organizations can implement these
techniques, of which health maintenance organizations (HMOs) are the best known.

Equity
The determinants of health are multidimensional. A good health outcome depends
not only on the health services, but also on the external environment (social and/or
physical), a person's genetic endowment and socioeconomic factors such as income
and education. While the relative importance of each in determining a good health
outcome is a moot point, it is clear that health services are relatively policy-mutable,
unlike a person's genetic endowment. Health policymakers should therefore be
concerned with optimizing health services so as to achieve a maximal beneficial
input on health.

At a simple conceptual level, equity can be understood as a fair allocation of
burdens and benefits. The WHO operationalizes this definition in terms of reducing
disparities and meeting acceptable standards for everyone.' According to WHO, the
three key elements in assessing equity in health systems are progressive financing
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and equitable resource allocation within the health system, universal access and
quality of health services. The objective of these three elements is to make people use
health services, so that they may be able to gain a health benefit.

Thus, the ultimate goal of health services is to increase appropriate utilization, a
goal that can be achieved by improving access. For instance, health services provided
may be of exceptional quality, but if the poor have no wherewithal to pay, services are
not used. Similarly, if these high quality services are made affordable (by government
subsidies, for example), but are not geographically accessible by the poor, utilization
again will be low. Therefore, the final common pathway through which the effects
of financing and quality are moderated is access to healthcare. The issue of equity can
therefore be discussed in terms of equity of access.

How do we measure equity of access? A widely accepted definition states that
access is equitable when the use of health services is determined by demographic
characteristics and need, and not by social characteristics or the ability to pay.' With
this approach ' ... subgroup disparities in the utilization of health services (for
example, according to race/ethnicity or health insurance coverage) would be
minimized in a fair and equitable system, while underlying need for preventive or
illness-related healthcare would be the principle factor determining utilization'.'

Does managed care promote equity of access?
The vast majority of the managed care literature pertains to the USA, which may not
be the best reference point for developing countries. More appropriate comparisons
can be drawn by studying the experience of developing countries that have implemented
managed care. A recent review examines the experience of Latin American and
Caribbean countries, where nearly 75 million people are covered by managed care
programmes." In most of these countries, workers have to make a mandatory
contribution to a fund that purchases health insurance or pays for health services
(social insurance). Those who can afford to, are allowed to purchase healthcare from
the private market. Elements of managed care, such as financial mechanisms to
control utilization (co-payments, deductibles), specified benefit packages, use of
providers within a programme's network and capitated payment of providers, are
present in many countries.

Equity of access is universally poor in the region." Most systems are two-tiered,
with those who can afford to pay being covered by private insurance/providers, and
the not so well-off covered by social insurance. The poor in these countries are
excluded from these sectors, and are thus forced to rely on out-of-pocket payments
when they need care, or receive care from public sector providers.

The reason for this lack of equity is not hard to find. Managed care arose as an
attempt to ameliorate market failure in healthcare. Within that narrow purview, it
might prove to be relatively successful. However, per se, managed care is not
inclusive with regard to the people it covers. Its concepts pertain to managing the care
of a population, with no attempt being made to define the scope of that population.
Unless special efforts are made to facilitate the entry of the poor into the system,
managed care by itself will remain inherently non-equitable with regard to access.

What are the lessons for India?
India spends approximately 6% of its GDP on healthcare, of which 4.7% comes from
the private sector; out-of-pocket expenditure accounts for 84% of the total health
expenditure.' The Indian healthcare system has been marked by a lack of efficiency
and equity; the recently released National Health Policy focuses on equity-be it
across regions or socioeconomic groups-as a major problem in India." The report
stresses the need to ensure equity in the health sector, and proposes that future
evaluations of the health sector be based on equity norms rather than financial norms.

The report also dwells on the role of the private sector in health delivery and
financing. It envisages the setting up of private health insurance packages in order
to increase the scope of coverage for healthcare, especially in the secondary and
tertiary sectors." It is expected that the healthcare sector will grow by about 13% in
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the next 5 years, and this has attracted the attention of international companies who
are positioning themselves to take advantage of the liberalization of the health
insurance sector. One of the mechanisms that the private sector will undoubtedly
utilize is managed care. Managed care has already established a presence in the larger
cities; for example, Paramount Healthcare Management has tied up with Munich Re
to provide managed care services to over 50 corporate clients.'

We have to be cognizant that the increased use of managed care will not have a
positive impact in enhancing equity. Those who are able to pay will have access to
managed care systems, while the poor and vulnerable will be excluded. Unfortunately,
the National Health Policy focuses on equity and at the same time advocates an
increasing role for the private sector-two concepts that are antagonistic to each
other.

The lessons learnt and experience gained about the successes and failures of
managed care come predominantly from developed countries. Its implementation in
developing countries requires careful thought and analyses, especially with regard
to its equity objective. Managed care is not a panacea, as many in the developing
world would like to think. By itself, it is a tool to promote efficiency in the healthcare
system. If countries wish to improve equity (especially of access), governments must
be prepared to playa stronger role in the health sector, focusing on measures such
as making coverage mandatory and/or subsidizing the poor. Otherwise, to paraphrase
a popular saying, the developing countries will be destined to repeat the mistakes
made by the developed countries when they implemented managed care.
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Injectables, Incentives and Disincentives: Short-
sighted population policies

In February 2000, the Government of India adopted the National Population Policy
2000.1 This policy is weak on many counts; for example, population is not integrated
with health and it has population stabilization rather than the health and well-being
of the population as a goal. Yet, one undoubtedly positive feature of the policy is that
it resolutely affirms the 'commitment of the government towards voluntary and
informed choice and consent of citizens while availing of reproductive healthcare
services, and continuation of the target-free approach in administering family
planning services' .It is thus surprising that several state governments have announced
population policies, which, in many important aspects, violate the letter and spirit


