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Abstract 

India is viewed as one of the most promising Health care markets among the developing countries. 

Huge demand supply gap exists in the healthcare sector of India. Private sector is playing a big role in this 

regard accounting for more than 70% of country‟s health expenditure. Health sector has been accorded very 

low priority in terms of allocation of resources. Public expenditure on health is less than 1 per cent of GDP in 

India. The industry is growing at a CAGR of 15% and is expected to cross USD 75 bn by the end of calendar 

year 2012. Government expenditure on health care in India is very low at only 0.9 per cent of GDP as 

compared to 3 per cent of GDP for developing countries and 5 per cent of GDP for developed countries. Most 

of the medical expenses incurred by an average Indian are paid from their own pocket. Health insurance is 

protection scheme to take care of health of a person and works it works by buying a policy from a company or 

an insurance agent. Depending on the premium paid the health insurance policy will pay specified amounts for 

the medical expenses incurred to overcome the health problem. Penetration of health insurance in India is low; 

health insurance is estimated at around 11% of total population. However, majority of the health insured in 

India are covered under social health insurance or community-based health insurance, and the penetration of 

commercial insurance may be around 1% only. This paper explores an innovative ways to finance and cover 

health insurance for the Indians with the direct initiation of government and other service providers. 

Key Words:  CAGR (Compound annual growth rate), Penetration, commercial insurance. 
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Introduction 

'Happiness lies, first of all, in health.' ( George William Curtis) Health is a basic fundamental 

right of all citizens and health promotion forms an intrinsic part of health care. “Health is a state 

of complete physical, social and mental well-being and not merely an absence of a disease or 

infirmity.”  

The relationship between health and economic growth is straightforward. Disease reduces life 

expectancy and economic productivity adversely affecting the number and quality of the 

country‟s workforce. This may, in turn, result in the lowering of national income thereby 

fuelling the spiral of ill health and poverty. 

According to an analysis published in the medical journal `Lancet', private expenditure 

on health in India is close to 78% compared to 14% in the Maldives, 29% in Bhutan, 53% in Sri 

Lanka, 31% in Thailand and 61% in China. Most of the expenditure (74%) was incurred for 

outpatient treatment, and not for hospital care. Only 26% was for inpatient treatment. Secondly, 

purchasing drugs accounted for 72% of the total private out-of-pocket expenditure. Nearly 39 

million people in India are pushed to poverty because of ill health every year. Around 30% in 

rural India actually didn't go for any treatment for pure financial reasons. Similarly, in urban 

areas, 20% of ailments were untreated for financial reasons shockingly, 47% of hospital 

admissions in rural India and 31% in urban India were financed by loans and the sale of assets. 

 Table No 01: Health Care in Rural and Urban India (per 1000 Populations) 
Sl.No Characteristics Rural Urban 

1 Hospital Beds  0.2 0.3 

2  Doctors  0.6 3.4 

3 Public Expenditures  80,000 5, 60, 000 

4 Out of Pocket (Rs.) 7, 50, 000 1, 150, 000 

5 Infant Mortality Rate 74/1000 * 44/1000* 

6 Under Five Mortality Rate 133/1000 * 87/1000* 

7 Births Attended  33.50% 73.30% 

8 Full Immunization  37% 61% 

*Live Births, Source: Government of India 2010– 11 

 

http://timesofindia.indiatimes.com/topic/India
http://timesofindia.indiatimes.com/topic/Bhutan
http://timesofindia.indiatimes.com/topic/Sri-Lanka
http://timesofindia.indiatimes.com/topic/Sri-Lanka
http://timesofindia.indiatimes.com/topic/Sri-Lanka
http://timesofindia.indiatimes.com/topic/Thailand
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The above table represents the present scenario in the urban and rural health care 

services. In rural areas there are only 0.6 doctors per 1000 population, which is as high as 3.4 in 

urban areas. Rural-urban disparities are equally pronounced on account of outcome of health 

services. For instance Infant Mortality Rate (IMR) in rural areas in 74 per one thousand live 

births which is about 44 per thousand live births in urban areas. Similarly Under-Five Mortality 

Rate (U5MR) is 133 per thousand live births in rural areas and 87 per thousand live births in 

urban areas, Birth attended was 33.50% and 73.30% for urban and rural respectively. 

 

Table No 02: Per 1,000 distributions of people hospitalized by ailment type in urban areas 

Ailment Proportion Ailment Proportion 

Diarrhea/dysentery  62 Respiratory ailments  30 

Gastritis/peptic ulcer  39 Tuberculosis  17 

Hepatitis/jaundice  22 Bronchial asthma  30 

Heart disease  80 Disorders of joints & bones 26 

Hypertension  32 Diseases of kidney  49 

Neurological disorders  32 Gynecological disorders  50 

Psychiatric disorders  6 Locomotors disability  9 

Cataract  24 Accidents/injuries/burns  88 

Diabetes  34 Cancer and other tumors‟ 32 

Malaria  36 Other diagnosed ailments  166 

Fever of unknown origin  67 Other undiagnosed ailments  15 

Source: Government of India (2006). 

 

 As per the reports of Government of India (2006)  67% suffered by Fever of unknown origin, 

62% by Diarrhea/dysentery,80% by Heart disease. The importance of prevention assumes even 

more urgency looking at the future projections of some of the diseases. HIV/AIDS cases are 

likely to triple and cardiovascular diseases and diabetes will more than double by 2015. 

 

Table No 03: Correlation between preventive health care and profitability of Indian companies 

by size 

 Preventive health care Absenteeism Mondays lost 

All 0.172 -0.047 -0.218 

Small 0.299 -0.105 -0.079 

Medium 0.28 0.057 -0.151 

Source: Based on ICRIER Survey 
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The above shows the estimated average loss in national income as a result of three 

chronic diseases namely cardiovascular, stroke and diabetes. It is projected that India will lose 

US $23 billion annually in foregone income over the decade 2005 and 2015 owing to deaths 

relating to just three chronic diseases.  

 

Table No 04: Estimates of losses in national income due to chronic diseases (Loss in US $ 

billions) 

Country 2005 2015 Average 

Income loss as a 

 % of GDP in 2015 

Brazil  -2.7 -9.3 -5.1 0.48 

China -18 -13 -53.5 1.18 

India  -8.7 -54 -23 1.27 

Nigeria 0.4 -1.5 -0.8 0.65 

Pakistan  -1.2 -6.7 -3 1.02 

Tanzania -0.1 -0.5 -0.2 0.86 

Canada -0.5 -1.5 -0.9 0.15 

Russia  -11 -6.6 -29.8 5.34 

U.K.  -1.6 -6.4 -3.4 0.32 

Source: Abegunde and Stanciole (2006) 

 

The study has estimated that a 2 per cent reduction in chronic disease death rates annually 

between 2005 and 2015 will result in an accumulated income gain of US $15 billion in India. 

Medical expenses are covered from current consumption to begin with but in later stages eats 

into the savings and investments of households particularly in developing countries that do not 

have provisions for health insurance.  

 

Health Care in Developing Countries 

In many underdeveloped countries, the number of health workers such as doctors and 

nurses in proportion to the population can be negligible and in many rural settings, it can be very 

difficult for people to access and avail services.  

Majority of the world‟s health-care systems continue to depend upon the most inequitable 

method for financing health-care services: out-of-pocket payments by the sick or their families at 

the point of service. For 5.6 billion people in low- and middle-income countries, over half of all 
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health-care expenditure is through out-of-pocket payments. This deprives many families of 

needed care because they cannot afford it. Also, nearly 100 million people around the world are 

pushed into poverty each year because of catastrophic health-care expenditures.  

 

According to UNDP„s Human Development Report 2010 , India„s health achievements 

are low in comparison to the country„s income level., in a set of 193 countries, while India 

ranked 119th on the human development index, it ranked 143rd in infant mortality rate, 124th in 

maternal mortality rate, 132nd in life expectancy at birth, and 145th in Scatter plots between 

Gross National Income across countries and each of the four indicators along with their 

associated trend lines also indicate that India„s health indicators are worse than what is expected 

at India„s level of income for three of the four indicators. The in various developing regions of 

the world show that India„s performance is only better than that of sub-Saharan Africa An 

important factor contributing to the slow progress in population health in India is the poor access 

to primary and preventive health care services 

 

Health Expenditure 

Total health expenditure is the sum of public and private health expenditure. It covers the 

provision of health services (preventive and curative), family planning activities, nutrition 

activities, and emergency aid designated for health but does not include provision of water and 

sanitation 

Table No: 05  Health expenditure, total (% of GDP) 

Sl.No Country Name 2007 2008 2009 2010 

1 Afghanistan  7.3 7 7.6 7.6 

2 Australia  8.5 8.7 8.7 8.7 

3 Brazil  8.5 8.3 8.8 9 

4 Canada  10 10.3 11.4 11.3 

5 China  4.4 4.6 5.1 5.1 

6 France  11.1 11.2 11.9 11.9 

7 India  4 4 4.2 4.1 

8 Iraq 4.9 4.9 8.4 8.4 

9 Japan 8.2 8.5 9.5 9.5 

10 Pakistan 2.6 2.5 2.2 2.2 

11 South Africa  8.5 8.6 9.2 8.9 

http://data.worldbank.org/indicator/SH.XPD.TOTL.ZS?order=wbapi_data_value_2007+wbapi_data_value+wbapi_data_value-first&sort=asc
http://data.worldbank.org/indicator/SH.XPD.TOTL.ZS?order=wbapi_data_value_2008+wbapi_data_value&sort=asc
http://data.worldbank.org/indicator/SH.XPD.TOTL.ZS?order=wbapi_data_value_2009+wbapi_data_value&sort=asc
http://data.worldbank.org/indicator/SH.XPD.TOTL.ZS?order=wbapi_data_value_2010+wbapi_data_value+wbapi_data_value-last&sort=asc
http://data.worldbank.org/country/afghanistan
http://data.worldbank.org/country/australia
http://data.worldbank.org/country/brazil
http://data.worldbank.org/country/canada
http://data.worldbank.org/country/china
http://data.worldbank.org/country/france
http://data.worldbank.org/country/india
http://data.worldbank.org/country/iraq
http://data.worldbank.org/country/japan
http://data.worldbank.org/country/pakistan
http://data.worldbank.org/country/south-africa
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12 Sri Lanka  3.7 3.4 3.2 2.9 

13 Sudan 6 6.9 7.3 6.3 

Source: WHO Report 2011 

According to WHO„s World Health Statistics-2011, India ranked 184 among 191 

countries in terms of public expenditure on health as a percent of GDP. In per capita terms, India 

ranked 164 in the same sample of 191 countries, spending just about $29 (PPP). This level of per 

capita public expenditure on health was around a third of Sri Lanka„s, less than 30 percent of 

China„s, and 14 percent of Thailand„s (WHO, 2010).  

 

Table No: 06 Expenditure on health 

Country 

Public expenditure Total expenditure 

% of 

GDP per capita (PPPint $) % of GDP 

per Capita 

(PPPint $) 

India  1.1 29 4.1 109 

Bangladesh  1.1 14 3.4 42 

Sri Lanka  2 85 4.2 179 

China  1.9 104 4.3 233 

Thailand  2.7 209 3.7 280 

Source: World Health Statistics, 2010, WHO 

Table No: 07 Healthcare Expenditure Breakdowns   

Source Funds for Healthcare 

Households 71% 

State Government 12 % 

Others 9% 

Central Government 7% 

Local Bodies 1% 

Source: India Brand Foundation Report, IBEF Research 

India‟s healthcare industry is its lack of a medically insured population and high out-of-

pocket expenditure (71 %). Healthcare is one of India‟s largest sectors, in terms of revenue and 

employment, and the sector is expanding rapidly. Today the total value of the sector is more than 

$34 billion. This translates to $34 per capita, or roughly 6% of GDP. By 2012, India‟s healthcare 

sector is projected to grow to nearly $40 billion.  

Table No: 08 Cost of Key Health Care Procedures 

Currency: USD US Thailand India ($) 

Cardiac surgery 50,000 14,200 4000 

http://data.worldbank.org/country/sri-lanka
http://data.worldbank.org/country/sudan
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Bone marrow transplant 62,500 62,500 30000 

Liver transplant 500,000 75000 45000 

Orthopedic surgery 16000 6900 4500 

Source: India Brand Foundation Report, IBEF Research 

 

The above table shows that cost of health care is comparatively less in India, The Over 

the next 5-10 years, lifestyle diseases are expected to grow at a faster rate than infectious 

diseases in India, and to result in an increase in cost per treatment.  

 

Need for Health Insurance 

One fourth of the Indian population has access to allopathic medicine, and most of them 

live in urban areas. Preventive health care in India is still at an early stage. Sedentary lifestyle 

has led to heart diseases and high levels of stress. The majority of the hospitals are privately 

owned and located in cities due to the sector‟s awareness of the health related issues and 

financial viability. However, the disadvantaged urban population can't afford the private facilities 

in the cities. Hospitalization charges are skyrocketing Common man has to stretch to 

uncomfortable financial limits to get proper treatment for himself and his family. 

 It is both challenging and expensive to try to attain the goal of universal health coverage 

in a country where most of its people are unemployed or employed informally. Indian 

government has launched a series of social health insurance schemes to ensure healthcare access 

to the middle and upper classes as well as the poor and other special populations.  

Health insurance is protection scheme to take care of health of a person and works it works 

by buying a policy from a company or an insurance agent. Depending on the premium paid the 

health insurance policy will pay specified amounts for the medical expenses incurred to 

overcome the health problem. Provides security to human life which is of prime importance to 

any individual. Closely bonds Insurance Companies, Hospitals, Policyholders and TPAs together 

for the benefit of Indian masses. Solution to uncertainties and risks that are prevalent and ever-

pervading in human life. A tax-saving instrument that significantly contributes in reduction of 

tax deductions.  
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Penetration of health insurance in India is low; health insurance is estimated at around 

11% of total population. However, majority of the health insured in India are covered under 

social health insurance or community-based health insurance, and the penetration of commercial 

insurance may be around 1% only. Nearly 39 million people in India are pushed to poverty 

because of ill health every year. Around 30% in rural India actually didn't go for any treatment 

for pure financial reasons. Similarly, in urban areas, 20% of ailments were untreated for financial 

reasons shockingly, 47% of hospital admissions in rural India and 31% in urban India were 

financed by loans and the sale of assets. 

 

Initiative from Government 

A widespread lack of health insurance compounds the healthcare challenges that India 

faces. While public sector health insurance has not fared well, the market for private health plans 

is expanding in India. In some cases, the government is partnering with the private sector to 

provide coverage at a low cost. For instance, the Yashaswini Insurance scheme, launched in 

2002 in the state of Karnataka by a public–private partnership, provides coverage for major 

surgical operations, including those pertaining to pre-existing conditions, to Indian farmers who 

previously had no access to insurance.  

In spite of increase in government budget allocation to health care programmes the 

country is likely to miss the healthcare targets for 2015 under Millennium Development Goals.  

Table No: 09   Health Care financing Schemes by Govt. 

Sche

me 

YO

E 

Target Objective Means of Financing 

ESIS 
 

1948 Employees with 

income less than Rs 

15000/month and 

dependent 

To achieve universal 

health coverage 

Financed by state 

government, employers and 

employees 

CGHS 

 
1954 Government 

employees and 

families 

To achieve universal 

health coverage 

Financed by state 

government, employers and 

employees 
ICDS 1975 Malnutrition children 

under age 6 

To improve nutrition and 

health status to children 

The government, the United 

Nations Children's Fund 

(UNICEF) and the World 

Bank 
RSBY 2009 The poor below the To provide affordable Financed by Federal (75%) 
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poverty line healthcare to the poor and State (25%) Government 
NPHCE 

  
2011 Seniors  To provide the elderly an 

easy access to primary 

healthcare 

Ministry of Health & Family 

Welfare 

YOE: Year of Enactment, ESIS: Employee‟s State Insurance Scheme, CGHS:Central Government Health 

Scheme, ICDS: Integrated Child Development Services, RSBY: Rashtriya Swasthya Bima  Yojana, 

NPHCE: National Programme for the Health Care of the Elderly, Source: Government of India (2010) 

Most of the medical expenses incurred by an average Indian are paid from their own 

pocket. According to an analysis published in the medical journal `Lancet', private expenditure 

on health in India is close to 78% compared to 14% in the Maldives, 29% in Bhutan, 53% in Sri 

Lanka, 31% in Thailand and 61% in China. most of the expenditure (74%) was incurred for 

outpatient treatment, and not for hospital care. Only 26% was for inpatient treatment. Secondly, 

purchasing drugs accounted for 72% of the total private out-of-pocket expenditure. 

 Innovative Model to cover health Insurance  

India could become the testing ground for innovative delivery and pricing models for 

health insurance that could be improve the health and lead to overall growth of the economy. the 

following innovative models are designed on available data and the model is designed on 

approximate calculation without consulting the either mobile service providers and Group health 

insurance.  

I  Group Health Insurance Finance Targeting on Mobile Users expecting 75% coverage 

 Table No: 10 Mobile Statistics in World 

Country or region No. of mobiles Population 
% of  

population 

Last updated 

date 

World Over 5.6 bn 7,012,000,000 79.86 2011 

China 1,046,510,000 1,341,000,000 75.32 June 2012 

India 913,486,112 1,210,193,422 75.21 July 2012 

United States 327,577,529 310,866,000 103.9 June 2011 

Indonesia 265,100,000 237,556,363 109.28 Sept 2012 

Brazil 234,948,934 192,379,287 126.52 June 2012 

Russia 224,260,000 142,905,200 154.5 July 2011 

Japan 121,246,700 127,628,095 95.1 June 2011 

Pakistan 119,860,799 178,854,781 68.60 May 2012 

Germany 107,000,000 81,882,342 130.1 2009 

Nigeria 101,271,578 140,000,000 72.3 May 2012 

Iran 96,165,000 73,973,000 130 Feb 2012 

Bangladesh 92,120,000 148,090,000 62 July 2012 

http://timesofindia.indiatimes.com/topic/India
http://timesofindia.indiatimes.com/topic/Bhutan
http://timesofindia.indiatimes.com/topic/Sri-Lanka
http://timesofindia.indiatimes.com/topic/Sri-Lanka
http://timesofindia.indiatimes.com/topic/Sri-Lanka
http://timesofindia.indiatimes.com/topic/Thailand
http://en.wikipedia.org/wiki/World
http://en.wikipedia.org/wiki/China
http://en.wikipedia.org/wiki/India
http://en.wikipedia.org/wiki/United_States
http://en.wikipedia.org/wiki/Indonesia
http://en.wikipedia.org/wiki/Brazil
http://en.wikipedia.org/wiki/Russia
http://en.wikipedia.org/wiki/Japan
http://en.wikipedia.org/wiki/Pakistan
http://en.wikipedia.org/wiki/Germany
http://en.wikipedia.org/wiki/Nigeria
http://en.wikipedia.org/wiki/Iran
http://en.wikipedia.org/wiki/Bangladesh
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United Kingdom 75,750,000 61,612,300 122.9 Dec. 2008 

France 58,730,000 65,073,842 90.2 Dec. 2008 

South Africa 59,474,500 50,586,757 117.6 2011 GSM 

Australia 21,260,000 21,179,211 100.4 Jun 2007 

Malaysia 30,379,000 28,250,000 106 2010 

Sri Lanka 17,359,312 21,000,000 80.95 Dec. 2010 

Singapore 7,289,000 5,076,700 143.5 Dec 2010 

New Zealand 4,620,000 4,252,277 108.6 2008 

 Source: Gartner 2012 

 

  

Table No: 11 Communications in India        

Telephone Subscribers (Total) (2012) 960.9 million (May 2012) 

Fixed lines (May 2012) 31.53 million 

Monthly telephone additions (Net) (May 2012) 8.35 million 

Teledensity (2012) 79.28 % 

Rural Teledensity 33 % 

Projected Teledensity by 2012 84 % 

Mobile phones (2012) 929.37 million 

Monthly telephone additions (Net) (May 2012) 8.35 million 

Source: Gartner 2011 

  In India total revenue USD 33,350 million will generate by 960.9 million (May 2012) and 

on and average 165 rupees will spend by an individual‟s on mobile bills and below mentioned 

table shows the willingness of mobile users on selected services ,if mobile users are ready to 

spend amount on value added services  provided by service providers they  don‟t mind to spend a 

another 25rupees per month which will insure their precious health 

 Table No: 12 Cashing the user base MOBILE SERVICES 

MOBILE SERVICES 

ES 

Current  

Adoption 

Future 

Adoption 

Willingness To Pay 

(Rs  P/M) 

Getting updates on 

profession 
2% 11% 111 

Stock market trading 2% 12% 49 

Purchasing products 4% 20% 83 

Mobile TV  6% 38% 53 

Booking tickets, hotel 10% 38% 64 

Regional content 7% 47% 80 

Getting medical advice  0% 49% 73 

Bollywood content 12% 54% 77 

Source: Nielsen Information Mobile Insights study 2012 

http://en.wikipedia.org/wiki/United_Kingdom
http://en.wikipedia.org/wiki/France
http://en.wikipedia.org/wiki/South_Africa
http://en.wikipedia.org/wiki/Australia
http://en.wikipedia.org/wiki/Malaysia
http://en.wikipedia.org/wiki/Sri_Lanka
http://en.wikipedia.org/wiki/Singapore
http://en.wikipedia.org/wiki/New_Zealand
http://en.wikipedia.org/wiki/Teledensity
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Nielsen Information Mobile Insights study Study says that Users in India spend about 150 

min/day on their phones and more than 50 per cent of this time is on browsing, entertainment and 

applications. E-ticketing for movies, rail travel, air travel, etc are some other popular applications 

of mobile internet,  

 

Table No: 13 Mobile Statistics in India 

The number of mobile users  638 million (63.8 crore) 

Mobile subscribers 900 million ( 90 crore) 

Dormant' Users* 250 million ( 25 crore) 

Average mobile bill $3.33 (Rs 165) per month 

* Ones who own more than one connection, but don't use all of them at the same time. Source: 

Gartner 2011 

 

According to the above mentioned table, total 63.8 crore people are using mobile phones. 

Government can cover health insurance for the mobile users  

Proposed Model-I 

Scheme Name Bharath Nirman 

Scheme Type Group Health Insurance 

Target Group Mobile users 

Target Subscriber numbers 638 million 

Monthly Premium per person 25 Rupees 

Mode of Collection Deduction from Mobile Bills from TRAI 

Yearly premium per person 25 X12=300 Rupees 

Number of Years to pay premium per person 40 years 

Total Premium Collection  per person 12,000 

Coverage per person Up to 2,00,000 

Amount to be Collected  per year total (Rs) 63,80,00,000 x12,000=7,65,600,00,00,000 

(Out of 68.8 crores some of the users are availing health insurance facility by their employers) 

 

II   Group Health Insurance Finance Targeting on entire Indians (100% Coverage’s) 

Table No: 14   Health Care Cost Statistics in India 

Total Cost of Drugs * 15,065,811,910 
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Requirement of funds for treatment of all 

ailments  

419,325,497,768 

Total Population of India 2012 September 1,241,491,960 

Total Cost per head per year 337.7593 

Costing is based on treatment through standard procedures by quality generic drugs procured at 

lowest possible rates in bulk through open tender process ,*  Reference What it Costs to Provide 

Medicines to All Sick Persons in India -Narendra Gupta in 2012 +25% 

 

Proposed Model-II 

Scheme Name Aroghya 

Scheme Type Group Health Insurance 

Target Group Indians 

Target Subscriber numbers 75 crore 

Monthly Premium per person 30 Rupees (1 rupee day) 

Mode of Collection Deduction from Medical bill 

premium per person 30 per Month360 Rupees per year 

Total Premium Collection  per person 4.46937Crores 

 

Conclusion: 

Most of the medical expenses incurred by an average Indian are paid from their own 

pocket. Secondly, purchasing drugs accounted for 72% of the total private out-of-pocket 

expenditure. Penetration of health insurance in India is around 11% of total population. Nearly 

39 million people in India are pushed to poverty because of ill health every year. Around 30% in 

rural India actually didn't go for any treatment for pure financial reasons. Similarly, in urban 

areas, 20% of ailments were untreated for financial reasons shockingly, 47% of hospital 

admissions in rural India and 31% in urban India were financed by loans and the sale of assets. 

In order to avoid this government may design and development an innovative Group Health 

insurance model which will collects  nominal premium from the targeted group and cover health 

care risk of majority of population, so that we can expect healthy India by 2020. 
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