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industry in India is witnessing a growth of about 30% per year.
The industry is estimated to have reached about Rs 65 billion in
revenues this year (US$ 1300 million), compared to about Rs 50
billion in 2007–08. The demand for health insurance has gone up
considerably over the past few years. With incorporation of the
healthcare sector, hospital treatment costs have increased, which
has led to more people buying health insurance coverage.

The current health insurance debate in the USA and its outcome

PUBLIC–PRIVATE PARTNERSHIP
Andhra Pradesh launched the Rajiv Arogyasri Scheme on 1 April
2007, and expanded it to cover the entire state in July 2008.
Families with an annual income below Rs 75 000 are insured for
Rs 150 000 by the government against diseases needing
hospitalization and surgery, including those of the heart, diseases
requiring neurosurgical treatment, renal failure, cancer, burns and
polytrauma not caused by motor vehicle accidents. The government
pays Rs 330 per family as premium. An extensive list of 389
surgical and 144 medical conditions was drawn up after discussions
between 30 groups of doctors and the management of many
private hospitals, and rates of reimbursement for the different
conditions were fixed. Only inpatient treatment is covered, though
I found that haemodialysis is offered on an outpatient basis. Of
interest to me, renal transplantation is also covered. The policy
was offered by insurance companies and the premium was paid by
the government—320 hospitals in the private sector and 30
government hospitals have been recognized for such treatment.
They levy their charges, which are paid by the insurance companies.
Different sources quote different numbers of hospitals and diseases,
and the figures I mention here are from one source, which seem
fairly representative.

A number of camps are held in different parts of the state to
identify patients who are then referred to specialty hospitals for
the necessary treatment. Figures mentioned in July 2009 indicate
that 10 578 camps had been held at villages in 23 districts. A total
of 1 789 075 people had been screened and of those 152 431 had
been referred to hospitals for further screening. Since many
patients went directly to the hospitals for care-seeking, the total
number seen in the hospitals was 487 659. Till July 2009, a total
of 300 015 operations had been done at a cost of Rs 9.63 billion.
In light of this figure, the sum of Rs 9.25 billion allotted to the
scheme in the current budget seems unrealistic.

I recently visited Hyderabad and Visakhapatnam, the largest
cities in Andhra Pradesh, and spoke to doctors about the working
of this scheme. It has clearly been a boon for those who have
benefited so far. Many patients who would have died have indeed
been saved. They are poor, and could never have availed of the
facilities of the 5-star hospitals without this scheme. Surely, this
is the best way to solve the health problems of the poor of the state.
Or is it?

My misgivings start with arithmetic. The population of the
state is 76 million, 26% are below the poverty line, or approximately

20 million. Assuming 5 persons in a family, the insurance premium
of Rs 330 for 4 million families amounts to Rs 1.32 billion. This
does not tally with the figure of Rs 9.63 billion spent during 2008.
Clearly, no insurance company can afford to subsidize the scheme
to that extent. The expenditure to the government is much more
than that projected. Where does the money come from?

Having allocated Rs 9.25 billion, almost a quarter of the health
budget of Rs 38.21 billion, towards this scheme for the year 2009–
10, the government is feeling the pinch. The Chief Minister said
on 18 July that he would ask the Prime Minister for Central funds
to defray the expenses. There is also a proposal to raise taxes on
cigarettes and alcohol, and to spend the extra income on the
Arogyasri scheme. I am all for any measure that would reduce the
intake of alcohol and the use of tobacco, but how much money can
realistically be raised by these means?

For obvious reasons, much of my time was spent with
nephrologists. Many of them have done renal transplants under
this scheme. I gather immunosuppression is provided only for 6
months. While patients and nephrologists between them scrape
together enough to cover immunosuppression longer in some
patients, many patients do not succeed and have inadequate funds.
They give up their medications and lose the kidney, making the
whole exercise futile. There is no solution in sight. It is a crime to
deprive a living donor of a kidney if it will be maintained only for
6 months. At the end of that time the patient goes back on dialysis.
The scenario for long term dialysis is better. I heard various
figures of the number of dialyses covered for each patient, but it
seems that around 8 dialyses would be paid for per month for an
indefinite period. While this frequency of dialysis would not be
adequate to maintain perfect health, it should keep the patient
alive. The problem arises there. If the patient stays alive, and an
equal number of patients are added each year, the costs would
keep mounting. My own data from the Kidney Help Trust suggest
that 87 people per 1000 of a rural population develop end-stage
renal disease (ESRD) each year. More people have renal failure in
cities, but let us take the rural figure as the basis of our arguments.
For the 20 million poor of Andhra Pradesh that means 17 400
people reaching ESRD each year. A reasonable estimate of the
cost per dialysis is Rs 700.1 Ninety-six dialyses a year would
cost Rs 67 200 per patient per year, and for 17 400 poor souls that
adds (or multiplies) up to Rs 1.17 billion a year. If the patient
survives 5 years on dialysis, at the end of 5 years we would be
spending Rs 5.85 billion a year on dialysis alone. One machine can
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handle 3 shifts a day, 6 days a week, 52 weeks a year, or 936
dialyses a year. At 96 dialyses for each patient, this means each
machine can handle 9.75 patients a year. This would call for at
least 1784 machines. The government has announced its intention
to buy 100 machines this year. To my mind, this means the scheme
can at best be patchy, and will only cover a small fraction of the
patients who need dialysis. How will the lucky ones be selected?

To my mind, the faults of the scheme outweigh the benefits.
Huge sums of money are spent and go to private hospitals.
Common diseases such as malaria, typhoid and diarrhoeal diseases
are not included, and the Arogyasri expenses should rightly have
gone to provide better facilities for the management of these and
other more mundane matters that are no less lethal. Should not all
this money be spent on improving government hospitals? The
management of ESRD is clearly out of reach of the government.
My slogan would be ‘The greatest good for the greatest number at
the least expense’, and I would keep all that money for improving
government hospitals and health services.

When I was a medical student, people used private sector
hospitals and nursing homes only to treat minor conditions in
comfort. If there was any serious problem, the patient, however
rich or well connected, came to the government hospital. The goal
of the government should be to restore its hospitals to that pre-
eminent status.

The Chief Minister of Andhra Pradesh was confident of
maintaining and expanding the Arogyasri scheme. It is widely
believed that this was one of the major welfare measures that
endeared him to the public and brought him back to power
with a comfortable majority in the last election. The Health
Minister of Tamil Nadu recently announced a major insurance
scheme to provide free treatment for 51 life-threatening diseases
to 10 million poor families. The entire premium of Rs 5.17 billion
would be paid by the Government of Tamil Nadu. Each family
would be covered for Rs 100 000 over a period of 4 years. For
good measure, the minister also said the ceiling of Rs 1999 a
month for free treatment at government hospitals had been removed.
Anyone who wants to be treated free by the government can now
avail of the hospital’s facilities without charge.

These measures will undoubtedly prove popular. They make
for good publicity, and can make the populace feel the government

is doing much to help them. News items about the programme are
by and large favourable, and most people think well of it. What is
really needed falls by the wayside. Active detection and treatment
of diabetes and hypertension are neglected. While showing itself
ready to spend on treating patients in private hospitals, the
government is reluctant to spend on improving public hospitals.

The working unit of the hospital is its resident staff. House
surgeons and postgraduate students of the government hospitals
of Tamil Nadu demanded salaries and stipends on par with their
counterparts in the Central Government Hospitals. This recurring
drama was acted out again. The government could well have
spoken to the representatives of doctors and gone some way
towards meeting their demands. Instead, both sides opted for
confrontation. The junior doctors went on strike and put patients
to tremendous hardship and the authorities refused to talk to them
until they returned to work without conditions. Finally, the Madras
High Court intervened in response to a petition filed by the junior
doctors and called on the Health Secretary to speak with them. The
government agreed to set up a committee to look into their
demands and the doctors called off their strike. Why does neither
side learn from past experience and adopt a more conciliatory
approach from the very beginning?

The Tamil Nadu Government Doctors’ Association took the
opportunity to put in its own demand for more frequent promotions
and a higher scale of pay. There are now only two ranks in the
service: Civil Surgeons and Civil Assistant Surgeons. The
association wants higher salaries and more ranks in the service, so
that promotion can be expected at least three times in the medical
career instead of the present single possible promotion, which
may not occur. Many doctors in Tamil Nadu begin their careers as
Civil Assistant Surgeons and are superannuated before they
achieve promotion. This is a most reasonable request. It is a pity
that the government takes no action unless faced with a strike, and
a greater pity that doctors are only too ready to strike work.
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