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    Study of the Trends in Out of Pocket Payments in Health Care 

During NRHM Period (2005-2010) in Six States of India

Study of the Trends in Out of Pocket Payments in Health Care During NRHM Period (2005-2010) in Six States of India
1) Description of the Interventions:
In most low income developing countries, expenditure relating to health care is overwhelmingly borne through out of pocket. The consequence of this is that a significant number of sick persons indulge into self medication and seek consultation only when the ailments begin to turn into catastrophic forms. Studies conducted by the National Council of Applied Economics Research, National Institute of Public Finance and Policy and National Samples Survey Organisation (60th round) reveal that about 23% persons do not access care in India only because of their inability to afford it and about 40% slide below the poverty line after single hospitalisation. These are very shocking findings and impinge on the health status of the country which is striving hard to reduce the high infant and maternal mortality. The proposed study is essentially to assess the nature of out of pocket payments of households in health care and examine its relationship with NRHM interventions

2) Study Questions:
NRHM is a nationwide intervention rolled out simultaneously across all states in India from 2005 onwards. In 2010, NRHM has completed five years of its operation. This gives us the opportunity to address the basic evaluation question: 
· Has there been a reduction or increase in the out-of-pocket expenditure for households on health care?
· Has there been a reduction or increase in the share of out-of-pocket expenditure on health care in the total consumption expenditure of the household?
· Are there differences in the pattern of OoP payments across different
(a) social and 
(b) economic categories 
· How is implementation of NRHM related with the pattern of out-of-pocket expenditure on health care? 
3) Perspective:
Across the world, national governments and donors alike are focusing on greater public investment in health and health services. Broadly, these take two forms: first where disease specific publicly funded health service delivery systems are being set up according to the epidemiological profile of the country and the region (example of HIV/AIDS and Tuberculosis in Southern Africa); second, a directing public investment into existing government health systems which have long suffered from underfunding and lack of adequate, quality healthcare workers. The neglect of public investment in healthcare has had a severe impact on developing countries which is reflected in their indicators of morbidity, infant, child and maternal mortality, and the increase in out-of-pocket expenditure to buy care from private providers which are often of questionable quality. 
The National Rural Health Mission in India is an interesting case of a partnership between the Federal government and the States which try to do both the general and disease specific interventions under one umbrella. With an annual budget of nearly US$ 3billion per year, it is one of the largest such programs in the world. Therefore it is important to evaluate whether its primary objective of bringing down the out of pocket expenditure on healthcare by households, especially the poor has been achieved in its first five years of operation. In addition, the evaluation would also throw light on whether the NRHM has been able to make a greater impact of reducing the share of out-of-pocket expenditure for poor and marginalized groups who are more vulnerable to health shocks. This evaluation is also part of a wider process of generation and dissemination of data on the health service delivery in India, which is severely lacking at present. 
4) Justification: 

Public spending on health in India in proportion to gross domestic product of any country has been one of the lowest and has been the significant barrier in affordability to quality health care. Both the national and state governments in India have introduced number of schemes and programmes for improving the access and one such very major initiative is National Rural Health Mission which claims to have made an architectural correction in the public health system as it is governed and operationalised. However, even after five years of its implementation, it is not clear that how much has this impacted the out of pocket payment, one of the most significant reason for lack of accessibility to health care and cause for continuing high infant mortality rate and maternal mortality ratio. Findings of the study would provide valuable information to understand the effect of NRHM on household expenditure in health care.   
5) Study objectives:
The major objectives of the study are :

· To assess the change in out-of-pocket (OoP) expenditure of households for health care between 2004-10 .

· To examine the change in OoP expenditure in various social and economic groups

· To examine the pattern of OoP expenditure in relation to various parameters of NRHM implementation.

A functioning public health delivery system is one of the pre-requisites of a developed economy. Most of the countries which are at the top of the Human Development Index (HDI) provide quality healthcare at affordable cost to its citizens. In most of the Nordic countries which regularly top the HDI list, healthcare is at the centre of the social security system. Recent debates in the United States and the United Kingdom also point to the important role that publicly funded, equitable healthcare provision plays in ensuring socially desirable outcomes as far as the quality of life is concerned. 
In low income developing countries on the other hand, public healthcare systems have been in decline for the past several decades. This is reflected in two basic sets of indicators: (i) life expectancy, mortality and morbidity rates and incidence of communicable diseases; and (ii) demand for private healthcare providers and high level of health expenditure financed through the household or individual’s own resources. The causal impact of these sets of outcomes on the other is still an open empirical question. However, it is now an accepted fact that neither would show improvement unless public expenditure on healthcare is increased concurrently with an increase in access and quality of health service delivery.
Improvement in public health systems is a huge challenge facing any country, big or small. It assumes added significance in countries such as India which is at the beginning of a demographic transition with more young people below 25 years of age than persons in old age. It is often said that this would lead to a ‘demographic dividend’ for these countries in the medium term with more productive labour being available for employment. At the same time, there is an apprehension that it would be frittered away and maybe even get worse if there is persistent malnutrition, morbidity and unaffordability of healthcare. The experience of sub-Saharan Africa with HIV/AIDS has shown that whole generations of productive human resources can be obliterated when health systems cannot cope with the demands placed upon it. This is often due to the neglect on the part of the government to give priority to improving the healthcare system and providing adequate budgetary allocation which a functioning health system needs. 
Improving the public health system needs interventions on both demand and supply sides. Without a holistic approach to reforming the system, there is high possibility that the significant investment would not show results. For example, a large-scale public information campaign on tuberculosis may generate demand for testing and treatment of the disease at an early stage, but without adequate public health centres, trained staff and a dependable supply of medicines, the patients will still have to pay to get treatment from private providers. Conversely, building state-of-the-art public health facilities on the supply side without an improvement in quality and increase in health awareness will again be wasteful of government and/or donor money. There will be perceptible difference in indicators only when the two sides – demand and supply – are both improved simultaneously.
It is in this context that it is important to evaluate the role of a health system improvement and reform programs such as NRHM. Evaluating a nationwide program on this scale is an arduous task. It is nonetheless extremely important because in the absence of an evaluation framework, it is difficult to make any judgement on its efficacy and impact at the micro level. Health system improvement has several components – infrastructure, staff appointment and training, health administration, medicines and equipment, and measures to ensure equity in healthcare services. These interventions are designed primary to improve a) access, and b) quality of healthcare. The evaluation criteria would need to focus on the impact of these two specific aspects of NRHM.
In recent years, a large body of evaluation literature has developed around ‘randomized evaluations’ which is supposed to be the gold standard today. Unfortunately, a randomized evaluation strategy is unsuitable for our purposes since NRHM was rolled out nationwide at the same time. In fact, a critique of randomization is also emerging which states that traditional program evaluation at the scale of NRHM for example is being neglected in favour of small, boutique interventions which may not be scalable. At the same time, significant advances have been made in utilizing methods such as natural experiments which is more suited to our evaluation strategy. 

The method we would follow falls in the second category described above. Our objective would be to evaluate the outcome in terms of a reduction in out-of-pocket expenditure for households who need curative medical care. As mentioned earlier, India has one of the highest proportions of privately funded expenditure on healthcare in the world. The latest available nationwide data for healthcare from National Sample Survey (60th Round) shows clearly that nearly 80 percent of outpatient and 60 percent of hospital care is through private providers. The cost of private healthcare especially for outpatient care is striking: it is nearly 22 times of public health facilities in the rural areas and over 40 times in the urban areas. The difference in the cost of hospitalization is lower: private inpatient care is twice as expensive compared to public health facilities in the rural areas and nearly four times in the urban areas. The average inpatient cost in public health system is nearly the same in both rural and urban areas. So the difference in the cost burden is primarily due to the lack of access to public healthcare – which points to the fact that greater utilization of public healthcare would reduce out-of-pocket expenditure significantly. As a corollary, if the incidence of benefit of public healthcare is skewed towards the poor, investment in public healthcare system through NRHM will also be equity enhancing.
WHO estimates that a significant burden of out-of-pocket expenditure can be traced to medicines which have to be privately bought even when the patient accesses the public healthcare system. One of the major reforms proposed at the inception of NRHM was to make medicines available at all the points in the referral chain – starting from the village sub-centres, to primary health centres (PHCs), community health centres (CHCs), and district as well as state hospitals. Availability of medicines also serves as a proxy for quality of care available from the public health facilities. We propose to use availability of medicines as an instrument to answer our question – whether NRHM has been able to reduce out-of-pocket expenditure through improvement in quality?
The empirical strategy follows the recent literature using natural experiments to determine the effectiveness of large-scale programs. Our strategy would be to use the National Sample Survey 60th Round in 2004-05 as the baseline to determine the level and nature of out-of-pocket expenditure. NSS have both all-India and state level out-of-pocket expenditure by household, gender and socio-economic status, disease-wise incidence and use of facilities (both public and private). After generating the baseline, we would select the states as per the NRHM classification of the most backward states as far as health status is concerned. Within states, three worst districts will be chosen as per the District-Level Health Status (DLHS) survey of 2005-06. The field survey will be carried out using the same methodology as NSS to generate representative list of households at the district level. The survey tool will be adapted from NSS 60th round to focus on our evaluation questions – access to health facilities and availability of medicines for out-patient care, and compare them to the baseline out-of-pocket expenditure of 2004-05 obtained from NSS 60th Round survey. 
Data will be collected from households and public and private healthcare facilities. The survey instrument will collect out-patients records from January to June of 2004 and 2010, classified by place of residence as well as disease and socio-economic profile. A catchment area method will be adopted to carry out the household survey for each health facility. Simple difference-in-difference approach will then be used to evaluate reduction in out-of-pocket expenditure with increase in healthcare access collected through the facilities survey.
There are several issues that need to be addressed before any reduction (or otherwise) of out-of-pocket expenditure can be causally attributed to NRHM. First, under the Constitution, state governments are responsible for administration of the public health system within their jurisdiction. Therefore, budgetary expenditure by states compliment the resources being invested through NRHM to improve the public health system. Through the analysis of the Central and state budgets for health, we would be able to establish that improvement in infrastructure, human resources and quality has been through the financial allocation through NRHM. 
Second, out-of-pocket expenditure is almost surely increase in absolute terms, but our strategy would need to look at its share in total health expenditure and total household expenditure. A reduction in the proportion of out-of-pocket expenditure for both health and total expenditure would be a significant break from the past, and can be attributable to NRHM if our first issue is addressed. 

Third, our evaluation will be restricted only to the rural area since that is the NRHM mandate. We would therefore collect data on utilization and access upto the CHC level, and not for district hospitals which are in urban or semi-urban areas.

In order to complete a holistic evaluation strategy, a qualitative survey will be administered to selected stakeholders, including out-patients, other family members, village health volunteers. community leaders, members of the community-based committees in charge of monitoring the health centres, and to the healthcare staff themselves. This would provide a way to listen to the views on the health system, to enquire about improvements over the last five years and also to disseminate advocacy messages. It is hoped that with the grant, a continuous process of evaluation of the healthcare system will be put in place which will be done every year with the participation of local volunteers and the village community. This would ensure sustainability to this initial evaluation of NRHM.
The study will be carried out through a collaborative and participatory mechanism amongst the civil society organisations in each of the selected states. A nodal organisation which has experience and capacity to carry out the work relating to such studies especially of data collection and data entry will be identified for this purpose. 

6. Scale of Study:
The study will be carried out in six states of India. The decision of number of states is based on convenience and availability of required funds. While selection of some of the states is based on the continuing work in these states through civil society organisations, others have been chosen based on their geographical locations. The states where study will be done are as follows:  
· Assam

· Bihar

· Jharkhand

· Rajasthan

· Tamilnadu

· Uttaranchal

In each of these states, number of districts will be selected (between two and five depending upon the number of districts in the state) on the basis of regional diversity.

· For states with upto 20 districts

: 2 districts to be selected.

· For states with 21 to 30 districts

: 3 districts to be selected

· For states with 31 to 40 districts

: 4 districts to be selected

· For states with 41 and above districts

: 5 districts to be selected

7. Sampling strategy:
In the chosen states, districts have been selected through ‘probability proportional to size sampling technique (PPS)’. PPS is a widely used standard sampling technique and is the appropriate technique to use when the sampling units are of different sizes. On the basis of PPS technique, this study will be done in following districts:

	S. No.
	State 
	District 
	Population (2001)

	1.
	Assam
	Kamrup
	2,515,030

	2.
	
	Sonitpur
	1,677,874

	3.
	
	Cachar
	1,442,141

	4.
	Bihar
	Madhubani
	3,570,651

	5.
	
	Gopalganj
	2,149,343

	6.
	
	Banka
	1,608,778

	7.
	
	Aurangabad
	2,004,960

	8.
	Jharkhand
	Sahibganj
	927,584

	9.
	
	Purbi Singhbhum
	1,978,671

	10.
	Rajasthan 
	Bharatpur
	2,098,323

	11.
	
	Nagaur
	2,773,894

	12.
	
	Tonk
	1,211,343

	13.
	
	Baran
	1,022,568

	14.
	Tamilnadu
	Vellore
	3,482,970

	15.
	
	Coimbatore
	4,224,107

	16.
	
	Virudhunagar
	1,751,548

	17.
	Uttaranchal
	Tehri Garhwal
	604,608

	18.
	
	Nainital
	762,912


Thus, this study will be conducted in the above mentioned 18 districts of 6 states of India. 

The sample size will be 200 households per district. The sample will be obtained by selecting 10 villages per district and 20 households per village. It would be ensured that out of the 20 households surveyed at least 7 in-patient cases are covered from each village.
The villages will be randomly selected using the village directory of the 2001 Census and the sampling of them will be done by PPS technique. 

So the sample design can be summarised as below:

Number of States

: 
6

Number of Districts

: 
18

Number of Villages

: 
180

Number of Households
: 
3600

Operational Details:
The study will be a joint effort of Prayas, National Institute of Health & Family Welfare and Oxfam. Other stake holders such as Public Health Foundation of India and Institute of Economic Growth will be consulted if they would like to be part of it. An advisory committee shall be constituted to oversee the study. The ethics committee of NIHFW will be requested to provide approval for the study.  
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