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Preface 

Rakshak Foundation was founded in 2006 by a group of concerned citizens from 

India’s elite educational institutions working in USA. It was in the manner of giving 

back in a small way to United States and India, countries that had provided them so 

much in terms of opportunities. The Foundation seeks to create an informed society, 

aware of its rights and duties, and attempts to address barriers to an equitable and 

just society. Rakshak Foundation has been submitting well researched opinions on 

various bills being considered for presentation to the Indian Parliament. Rakshak 

Foundation has been invited by the Parliamentary Committees of the Rajya Sabha 

three times in the past two years to depose before them and present their views on 

proposed Bills which would affect the whole nation once they are enacted by the 

Parliament. 

The Intern is a Fourth year economics student in the Department of Humanities of 

Social Sciences, IIT Kharagpur and have keen interest towards Development 

economics and the topic this project deals with is such an issue of human 

development which is either deliberately unseen or preferably unheard.  The Intern 

has keen interest in taking up such topic and has interest in researching these topics 

and going into the intricacies of these social issues. 

The Intern has tried to make an effort to bring forth the Issue of Private Investment 

in Healthcare. 
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Executive Summary 

 
Any self-respecting country has to regard provision of health-care to its citizens a 
primary responsibility and it’s amazing that the Indian government never thought 
of that. However, I am an optimist and I strongly believe the words of Victor Hugo 
“No power in the world can stop an idea whose time has come”. The whole engine of 
Asian economic development has been the expansion of human capability and the 
recognition that there is nothing as favourable not only for development but also for 
economic growth. Since this country is single-mindedly concerned with growth rate, 
to maintain high growth rate for a long time there is no better recipe than to have a 
healthy, educated population. 

During my course of project I had tried to identify various lacunas in Indian 
healthcare system through various angels and perspectives. If we look at the major 
issues facing the Indian citizens where healthcare is concerned I would like to list 
them as followings: 

 High out-of-pocket expenditure. 

 Issue of accessibility in rural and remote areas of the country. 

 Quality healthcare at affordable prices. 

 Dismal performance of public healthcare particularly in rural areas. 

 Inefficient regulatory standards. 

The list could go long but at least we could agree that these are the major issues 
faced by Indian public at large. I’ll elaborate about public healthcare first since 
private investment is a comparatively new concept in medical sector particularly in 
India. 

Indian governments’ healthcare expenditure as a proportion of GDP is merely 4%, 
which as compared to other fast developing nations like China, Brazil, South Africa, 
etc. is quite less. Due to such constrains on the financial side India’s public healthcare 
has not been able to keep pace with the growing population needs and hence it now 
has become inefficient and overburdened. This is later years have led to unregulated 
upsurge in investment in unorganised private healthcare services which have 
contributed to growth in exploitation and rise in out of pocket expenditure. Around 
80 per cent of this is out-of-pocket drives over 40 million Indians below the poverty 
line every year. In addition, the quality of health care also differs. Ask any urban 
Indian of his/her experience in a private hospital and you will be told how he/ she 
paid too much only to get poor treatment or overtreatment, of dubious quality and 
with little respect.  
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I cannot say that government and its official are completely unsympathetic to this 
cause, however, due to various constrains on the side of the government there is a 
huge problem. I would like to suggest some measures here about how can these 
constrains be tackled with. 

 It’s important to implement universal health insurance for which finances 
would be required. 

o  GST and other tax reforms can raise about 3 per cent of GDP, at least 
half of which should be used for the first phase of providing UHI.  

o The second challenge is to regulate downward any growth in private 
indemnity insurance. UHI will free the current out-of-pocket spending 
and channel funds toward far more productive uses. 

o  A single-payer system could be used for enhancing the reach of health 
care through a wide range of private providers. It is also a fine way to 
weed out unscrupulous practices in the health-care system. Gujarat’s 
Chiranjeevi Yojana is one example of how private services can be 
delivered using public finance. 

 Indian faces huge problem of infant mortality to control this government 
should introduce new vaccines of Indian children for diseases like diarrhoea 
and pneumonia which are responsible for most number of children deaths 
below 5 years of age. 

 Preventing Vascular deaths 

o Data show that about two-thirds of people who die from vascular 
diseases suffered a heart attack or stroke earlier. 

o  In such patients, low-cost generic risk pills that combine aspirin with 
a statin drug in order to reduce cholesterol and lower blood pressure 
can reduce by two-thirds the chances of suffering another stroke or 
even dying. 

o  Low-cost treatments of acute heart attacks are also now possible. The 
vibrant Indian generic drug industry knows how to deliver high-
quality drugs at low cost (and indeed was largely responsible for the 
major turnaround in HIV treatment in Africa). What is needed is a 
change in regulation that would allow any drug that has already 
shown to be effective to be packaged with other drugs, provided they 
have met the standards of manufacturing. 

 Improve health reporting.  
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o The Census should be strengthened, expanded and paired with the 
economic census and other surveys.  

o This new central information hub will help track and report on 
development and progress. 

 

Due to lack of investment by the government in healthcare it was left for the 
private players to invest in healthcare and hence the market was opened to 
them during 1980s. The growth of the private players in this market have been 
phenomenal, however, it has not been inclusive. Current situation is that the 
private players dominate the tertiary sector of the healthcare, the secondary  
 
Healthcare is been left to unorganised private players and the primary 
healthcare is still somewhat been taken care off by the government. The 
interesting thing to note here is that healthcare sector is also like any other 
sector for the private players and it is been driven by profit motives and 
economic concepts like economies of scale, therefore, any investment by private 
players can only be achieved by giving them adequate incentives and assurance 
of profits to some extent. In this context if we try and analyse few private 
investments which were been incentivized by the government then we can 
clearly see that these investments have not brought desired results. For 
example, in this year June month only Delhi High Court gave a directive to 
private hospitals that were given lands in prime locations in Delhi at a very low 
cost on a condition to reserve 25% of their beds for the EWS to fulfil their 
commitment of free treatment to EWS which the private hospitals are not 
obliging too. During my field visit to slums of Delhi I asked many slum dwellers 
and construction workers that are they aware of such a policy of free medical 
treatment I got a fitting understanding that no one was even remotely aware of 
such kind of a policy. What this suggests is that although we can attract private 
investment in this sector but we also have to ensure that there is an efficient 
regulatory mechanism to keep a check on the private investment that is been 
made. 
 
Now I would like to elaborate the constrains which are been faced by the private 
players which makes them reluctant to invest in healthcare. We must 
understand that this healthcare market is not a perfect competitive market, I am 
basing my assumption on following criteria which I observed: 

 Asymmetry of information. 
 Bottlenecks to entry in the market due to huge initial investment cost. 
 There are not large number of suppliers in the market which gives the 

existing players in the market an undue advantage. 

The cost of setting up a hospital in India is about Rs. 1 crore per bed in Tier 1 
cities, Rs 50-75 lakhs in Tier 2 cities and Rs 25-30 lakhs in rural areas. This is a 
huge investment cost initially which deters private players to invest in this 
market. The purchasing power in Tier 2 cities and rural areas is not adequate 
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therefore it becomes very difficult for the private investors to recover their 
investment leave alone making profit. This situation have also been arisen due 
to lack of healthcare insurances in the country. This also somewhat constrains 
the private players to invest in metropolitan cities only because there due to 
higher purchasing power they have assurance on their returns. Hence, we find 
that the concentration of private investment in an organised manner is skewed 
in favour of metropolitan cities. The only way which I find to overcome this 
situation is to increase the penetration of medical insurances in the country at 
large then only private investment can percolate to these areas. Here are the 
following things which could be done to increase private investment in the 
country’s healthcare sector: 

 Use of PPP model for setting up new healthcare infrastructure 
 Setting up of an infrastructure fund so that private players can pool their 

resources for investment in healthcare because it might not be possible 
for a single investor. 

 Health insurance should be made mandatory by the government for the 
people who have the ability to pay and should cover the rest of the 
persons under UHI scheme. 

On these recommendations I would like to conclude this summary. I believe that 
we as a nation as huge scope and potential to realise our dream of equitable, 
affordable and quality healthcare. This would not only develop our human 
capability for future economic growth but it would also help to establish a social 
security network which would help majority of our population to realise their 
dreams.  

 

     

  



    
 

  
 
Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 8  
  
 

1. Introduction 
 

1.1 Background Information 

“You may not appreciate the presence of good health, but you will definitely regret the 

absence of good health, because health is happiness.”- Amit Kalantri 

As the leading economic power in the region, India has a moral obligation to ensure 

that its citizens have access to quality healthcare services which are affordable and 

equitable in nature. However, India holds the unenviable reputation of being the 

capital of many dreaded diseases like drug-resistant TB, cardiovascular diseases and 

diabetes, if we try to look into these issues then many factors arises which 

contribute to this menace: poor healthcare facilities, lack of general awareness on 

health, malnutrition, poor hygiene, lack of adequate food, etc are just to name a few. 

Health care certainly deserves better attention and it should include increasing the 

accessibility and quality of healthcare in rural areas, ensure access to potable water, 

and create awareness about modern drainage and sewerage systems, and setting up 

of waste disposal plants.  

Though the World Health Organization (WHO) believes that India has been 

effectively reducing its infant and maternal mortality figures, thanks largely to the 

many successful programmes that have been initiated by the Government of India 

such as the National Rural Health Mission (NRHM), the results have not been 

satisfactory, especially when it comes to infant and maternal deaths. 

 According to reports on healthcare industry, it is been expected to grow at an 

estimated annual rate of 19 per cent to reach USD 280 billion by 20201  with India 

being recognized as a destination for medical tourism due to its world class 

healthcare. Since the 1980s health sector reforms and the liberalisation policy in 

India have led to the private sector growing to become the major provider of 

healthcare services in India particularly in Tertiary healthcare. Its share of beds 

increased from 49 per cent in 2002 to 63 per cent in 20102. As per NSSO 2008, the 

private sector accounted for 60 percent of all in-patient admissions and 78 percent 

of out-patient consultations3. Private diagnostics market is growing at 20 per cent 

and the pharmaceuticals market at around 15 per cent per annum4. 

Government of India has taken up several steps to systematically address this the 

issue of sustainable and inclusive healthcare services. In this regard Government of 

India in 11th and 12th Five Year Plan tried to make structural changes to focus on 

                                                           
1 Indian Healthcare: A Growth Story 
2 Central Bureau of health intelligence, health infrastructure 2005 and 2010 
3 NSSO 2008 
4 Deloitte Report : Sustainable strategies for healthy India. 
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Millennium Development Goals, this have led to some success in healthcare 

particularly in primary healthcare sector. 

 

1.2 Main Problems, their scope and impact on the society 

India in healthcare sector stands at a crossroad where following issues should be 

taken note of: 

1. Universal Healthcare. 

2. Equity in quality of healthcare. 

3. Non-Exclusion and Non-Discriminatory healthcare services. 

4. Financial Protection.  

5. Accountability and Transparency. 

There are various findings on this issue which suggests that the quality of healthcare 

in India is very poor. A comparative study on the quality of healthcare of India as 

compared to its low income country peers also reinforces this point of low quality 

of health status in India. In terms of vital statistics like infant mortality (IMR) and 

maternal mortality, India has lagged behind significantly. Even life expectancy, at 62 

years, is three years below the LMIC average. According to the Global Burden of 

Diseases 2010 study, total Disability Adjusted Life Years (DALYs) lost are 

518,879,000 years for the Indian population5. The opportunity cost of these 

backdrop in healthcare services amount to a staggering $600 billion 

(approximately) to the country’s economy. 

The level of penetration of healthcare in India is very low particularly rural 

penetration. This has given rise to issues if access and affordability for the citizens. 

There is also a huge deficit of investment in infrastructure and workforce in this 

sector, according to one estimate approximately $82 Billion is required to close this 

healthcare infrastructure deficit. There were 1.65 trained allopathic doctors per 

1000 population, compared to WHO recommended guideline of 2.5 per 1000 

population6. Total hospital bed density in the country was 0.9 per 1000 population 

which is well below the global average of 3.0 and much below the WHO guideline of 

3.57. If we look at the total health expenditure in healthcare in India which is around 

3.9% of GDP then we could draw a comparison with other BRICS nations 

                                                           
5 Global burden of diseases 2010. 
6 WHO world health statistics 2012. 
7 IBID 
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expenditure on healthcare which are substantially higher than us, Brazil spends 

8.9% of its GDP on healthcare,6.2% for China and its 5.2% for Russia8. 

9

 

 

Problems relating to equity in healthcare, affordability of better healthcare services 

and quality of healthcare being offered can be considered as the major concerns 

today. We must approach this problem in a multi-dimensional manner to leverage 

the growth trajectory of this sector to our advantage.  

 

Due to various complexity in this sector as well as the unique situation of our 

country in healthcare, it is evident that a single stakeholder, in this case Government, 

cannot address all the challenges. Collaboration, thus, becomes a pre-requisite for 

success. 

 

 

 

 

                                                           
8 World Bank Global Healthcare Expenditure Database 2011. 
9 Deloitte Report : Sustainable strategies for healthy India. 
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1.3 Goals and Objectives 

There are various stakeholders in this sector including the government, service 

providers, patients, pharmaceutical manufactures and medical equipment 

production firms. Every stakeholder plays a vital role in this sector due to backward 

and forward linkages, however, in India the interaction between these stakeholders 

is very limited which leads to asymmetry of information and an inefficient supply 

chain. 

Healthcare sector has transformed itself many folds during the last few years, this 

has led to creation of new opportunities for various stakeholders, but to tap this 

opportunity radical reforms are required so that new entrepreneurs, investment, 

state of the art technology could come in, thereby making healthcare services in 

India affordable, accessible and accountable.  

A conducive environment has to be built in India which focuses on innovations for 

development of state of art healthcare infrastructure. India have to now move ahead 

to redefine the market structure of this sector by setting up new global standards 

for cost, quality and delivery. However it also should be noted that the role of private 

players in primary and secondary healthcare is still miniscule, thereby the growth 

of private players haven’t had much impact to improve the accessibility and 

affordability of healthcare services at the lowest levels. There have been a rapid 

increase of private equity and venture capital funds available for entrepreneurs in 

healthcare, which has enabled scale up of some of these new interesting models of 

providing healthcare10.  

Use of innovative technological ideas like Telemedicine(in Uganda) and m-health 

initiatives in countries which have low infrastructure facilities have shown 

promising results in increasing penetration and accessibility even in rural areas. The 

most striking fundamentals of such ideas are that they provide quality healthcare 

services at low price as well as there are no prerequisites of infrastructure or 

institutions mechanisms to implement these ideas. Various m-health initiatives in 

Africa have led to a positive transformation in felids such as: patient access, 

education and awareness, chronic disease management and treatment support, 

remote monitoring, diagnostics support, and disease surveillance11. 

                                                           
10 Deloitte Report : Sustainable strategies for healthy India. 
11 http://www.gsma.com/mobilefordevelopment/programmes/mhealth/pan-african-mhealth-initiative 
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In current scenario we have to rethink our whole idea of healthcare and well-being. 

My goal of research would be focused on the development of a holistic approach 

which should embrace the concept of pervasive healthcare which covers aspects like 

prevention and awareness.  

Given the socio-economic dynamics of India this very concept of “prevention is better 

than cure” is of immense value. Creating mass awareness on healthcare issues as 

well as propagating the very idea of preventive measures may lead to easing of 

pressure on our limited healthcare resources. Private partnership should be 

encouraged in this regard so that the very idea of healthy India could be achieved. 

This could be achieved by pooling of resources by the private players from their CSR, 

this also is in the very interest of the business houses since a healthier India will also 

be more productive India.  

 

We of all things should also expand the domain of the stakeholders involved in 

healthcare industry. According to Planning commission recommendation on 

Universal Health Coverage different stakeholders like information technology, 

financers/insurers, research-development, policy-makers etc. should also be 

incorporated in planning and structuring this industry12.  

Recent trends in this sector shows that innovations in the sector have the potential 

to change the healthcare landscape significantly. However the problem is that these 

innovations are concentrated in their approach therefore they don’t have any larger 

impact on society. Since India is a diverse country one particular idea that showed 

promising results in North-East may not be relevant for South India, therefore 

convergence should be there rather than replication of ideas. There should be 

collaboration among the various stakeholders, this would thereby lead to diffusion 

of innovation. This would further lead percolation of innovations which right now 

remain limited to urban affluent areas. In due course of time this process of 

innovation will lead to development of different business strategies which would 

help in addressing the issue of affordable healthcare. 

The most critical aspect of healthcare in Indian context is of increasing access and 

efficiency in service delivery of healthcare services particularly in rural areas and to 

improve overall quality of healthcare services. A lot needs to be done to adopt this 

particular framework for which strong political will and leadership is a must. 

                                                           
12 High level expert group report on Universal health Coverage: Instituted by the planning commission of 
India. 
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Therefore the Goal of my project is to focus on the development of a holistic 

approach which should embrace the concept of pervasive healthcare which covers 

aspects like prevention and awareness. 

 

 

The various objective that I wish to complete are as follows: 

 How to build a conducive environment of healthcare services keeping in 

mind all the stakeholders(both public and private) through some changes in 

institutional framework of healthcare in India. 

 How to encourage the use of innovative technological ideas like Telemedicine 

(in Uganda) and m-health to bridge the gap of rural and urban healthcare. 

 How to promote mass awareness in healthcare related aspects. 

 How to address the issue of increasing accessibility and efficiency in service 

delivery of healthcare services particularly in rural areas and to improve 

overall quality of healthcare services in general. 

 

 

 

 

 

 

 

 

 

 

 

 

 

2. Methodology 
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2.1  Field Visits 

Field Visit 1: Visit to JNU 

Date of Visit: 17th June 

Person Contacted: Mr. Imtiaz Quadri (PHd Scholar) 

Reason for visit: Mr. Imtiaz Quadri had worked on public healthcare in India during 

his master’s project in JNU. His main area of research was primary healthcare in 

state of Rajasthan. I therefore visited him to get some insight about the ground  

 

Field Visit 2: Visit to Slums in Munirica 

Date of Visit: 20th June 

Person Contacted: General interaction with the slum dwellers 

Reason for visit: This slum visit was been undertaken to understand the need of the 

urban poor. Generally while going through various texts I realised there was a link 

between out-of-pocket expenditure in healthcare and poverty, to analyse this 

assertion I undertook a slum visit to talk to people about what they think about 

healthcare services in India, what has been the impact of Nation Urban Health 

Mission and Rashtriya Swasth Bima Yojna on the urban poor. 

Notes: 

 It was evident that there is a large problem of awareness in slum areas. 

 Private players right now are not able to cater to their needs because of the 

facilities they offer are beyond the reach of these people. 

 It was clearly felt that Government has failed to provide even basic 

healthcare to poor and marginalized people. 

 

Field Visit 3: Meeting with Mr. Suren Shukla (President Healthcare Products, Relicare) 



    
 

  
 
Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 15  
  
 

Date of Visit: 25th June 

Person Contacted: Discussion with Mr Surein Shukla on healthcare situation in India 

form a corporate perspective 

Reason for visit: This field visit was been suggested by my mentor so that I could try 

to explore the situation from a perspective of a private player in healthcare market. 

 
 
Field Visit 4: Meeting with (Prof. Vijay Gupta (Vice Chancellor, Sharda university), Prof. 
PramodKumar Mitra (Dean of Business Studies, Sharda University) and Dr. P L 
Kariholu (Dean of School of Medical Research and Sciences, Sharda University) 
 
Date of Visit: 2nd July 
 
Person Contacted: Discussion with Prof. Vijay Gupta, Prof Pramod Kumar Mitra and 
Dr. P L Kariholu on healthcare situation in India form an institutional prespective. 
 
Notes 

 There is problem in education system in both private and public education 

institutions, hence, it’s not just basically a question of which one is good or 

which one is bad. 

 Higher education is been driven by market demand, hence, it’s important for 

the private players to provide higher education only in those fields where 

there is a demand. 

 Government should play a more pro-active role in encouraging Public Private 

Partnership in higher education. 

 In tackling the healthcare in India creating awareness is also a prime issue 

because that would decreases our already overburden healthcare 

infrastructure. 

 He also laid emphasis on the pricing formula in healthcare services. 

 

2.2  Meetings and Interviews 

Date: May 25, 2014 
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Time: 11:00 AM 

Person: Milindo Chakarborty 

Duration of Discussion: 5 minutes 

Discussion:  

1. I was been guided by my mentor to study the supply side of the healthcare. 

2. I was been advised by my mentor to streamline my project research work on 

current situation of private investment in health sector. 

3. My mentor suggested me to submit my findings on the current situation of 

private investment in health sector by Tuesday. 

 

 

 

 

 

 

 

 

Date: June 5, 2014 
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Time: 2:00 PM 

Person: Milindo Chakarborty 

Duration of Discussion: 10 minutes 

Discussion:  

• I was been guided by my mentor to make a table that highlights following 

points: 

o Current Issues 

o Government Initiatives 

o Gap in Public healthcare services and Private healthcare services. 

o Conclusions. 

• I was been asked to study current issues, government initiatives and gap in 

detail and to do the conclusion part at the very last with the instructions of my 

mentor. 

 

 

 

 

 

Date: June 10, 2014 
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Time: 3:45 PM 

Person: Prof. Milindo Chakarborty 

Duration of Discussion: 45 minutes 

Discussion:  

• We discussed the hypothesis of the project. 

• He told me to frame my hypothesis in the manner to study the opportunity 

cost of the health care services. 

• The hypothesis that I have drafted is “The opportunity cost to get medical 

services in private healthcare is less than that of in public healthcare”. 
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Date: July 4, 2014 

Time: 11:00 AM 

Person: Prof. Milindo Chakarborty 

Duration of Discussion: 1 Hour 45 minutes 

Discussion: 

• Discussion started by my brief explanation of various issues in healthcare 

which I feel should be addressed at a priority level. These issues were as follows: 

o Lack of rural healthcare infrastructure which acts as a deterrence for 

doctors to come and serve in rural areas thereby aggravating the problem of 

lack of primary healthcare in the country. 

o Initiatives like tele-medicine should be started by the Government to 

overcome this gap of infrastructure in rural areas. 

o Private hospitals in tertiary healthcare are doing a good job, however 

they are extremely expensive and hence not affordable for quite a significant 

population.  

o Health insurance penetration in India is very low, this should be 

tackled by expanding government initiatives like Rashtriya Swasth Bima 

Yojna. 



    
 

  
 
Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 20  
  
 

o Government should play a pro-active role in providing primary 

healthcare services. 

o Private players should also be encouraged in increasing awareness in 

healthcare by channeling funds through their CSR into NGOs which are 

working in this particular aspect of healthcare.  

• It was been pointed out by my mentor that instead of looking up-to 

Information Communication and Technology(ICT) for every problem we should 

look at the problem at large and just don’t try fill up these gaps by the use of ICT. The 

basic issue over here is the lack of rural infrastructure, these ICT measures could be 

used as temporary means however in long run we have to work in the direction of 

development of rural infrastructure.  

• Providing rural amenities in Urban Areas (PURA) model should be brought 

into application for bridging this gap in urban and rural infrastructure. 

 

Please refer Appendix A for details* 

 

 

 

 

3. Current NGO and Government Efforts 

Various policy and promotion initiatives are undertaken by the Government 
of India, these includes: 
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1.) National Rural Health Mission (NHRM) 
It was setup in 2005 to ensure the provisions of healthcare to the country’s 
rural population. As per Ministry of Health & Family Welfare annual report 
for 2011-12, the efforts of NHRM have contributed in reducing Maternal 
Mortality Rate(MMR), Infant Mortality Rate(IMR) and Total Fertility Rate. 
The Infant Mortality Rate has decreased by 3 points to 47, the MMR declined 
to 212 and TFR declined from 2.9 to 2.6 between the period 2005-09. 
 
2.) Automatic FDI 
Since January 2000, FDI is permitted up to 100% under the automatic FDI 
route for the hospital sector in India. Approval from FIPB is required only by 
foreign investors with prior technical collaboration. 
 
3.) National Urban Health Mission 
The mission was setup in 2005 to address the healthcare needs of slum 
dwellers spread across 640 cities in India. dwellers across urban India. There 
are approximately 4.26 crore slum 
 
4.) Increase in funds by the Government of India 
Public health spending has been increased from $4.97 Billion in 2010-11 to 
$5.96 Billion. Further the ministry of health and family welfare has decided 
to increase the health expenditure to 2.6% of GDP from 1.4% of GDP by the 
end of 12th Five Year Plan. 
 
5.) Encouraging Policies 
Import duties have been reduced by the Government of India on medical 
equipment’s, higher depreciation of life saving medical equipment’s and 
number of other tax incentives. Customs duties have also been substantially 
been reduced from 25% to 5% and is exempted from countervailing duty. 
Import duty have also been substantially been reduced to 7.5%. 
 
 
 
 
 
 
 
 
 
 
Health care in India has a long tradition of voluntarism. For centuries, 
traditional healers have taken care of the health needs of their own 
community as a part of their social responsibility. They have used knowledge 
that has passed down the generations, regarding the medicinal value of 
locally available herbs and plants.  
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Unfortunately, the rich traditional system of healthcare voluntarism took a 
set back during the British era and in its place institutionalized voluntarism 
was evolved with a very much colonial mind-sets. The Indian elite, who had 
been partially involved in the voluntary effort during that phase, gradually 
shifted to western medical system. Consequently, there was little possibility 
of evolving a health system that assimilated the best of both schools. Perhaps, 
the major exception was Mahatma Gandhi’s continuous effort to popularize 
naturopathy, yoga and vegetarianism through the ashrams that he had set up 
in various parts of the country. 
 
After Independence, until the mid-sixties, voluntary effort in health care was 
again limited to hospital-based health care by rich family charities or 
religious institutions. In the mid-sixties, the effectiveness of the Western 
curative model of health care in the less developed countries came under 
serious attack by development planners. The Chinese experience of 
decentralized health care through effective use of motivated health cadres at 
the grassroots level also received widespread attention. Out of this 
rethinking, grew various models of community health programs that 
emphasized decentralized curative services. 
 
Here I would like to emphasise on some important NGOs that are doing a 
commendable work in healthcare in India. These NGOs are as follows: 
 

 LEPRA Society: LEPRA Society is involved in helping people who suffer 
serious diseases such as leprosy, AIDS and tuberculosis among others. The 
Society implements several initiatives focussed on improving women and 
child health. They have been awarded by various organizations for their 
efforts in eradicating leprosy in various states of India such as Andhra 
Pradesh, Orissa, Bihar and Madhya Pradesh. It has taken up various 
successful initiatives like Malaria Samadhan Shivir (MSS) as a community 
health for reducing prevalence of malaria in rural areas. It has also been 
involved in programmes like Multi-Drug Therapy (MDT) to treat leprosy in 
states like Orissa and Madhya Pradesh. 
 

 Udaan Foundation:  Udaan works with mentally handicapped and spastic 
persons. The foundation aims at bringing brain damaged children to the 
mainstream and helping them lead a more independent life. Ever since its 
establishment in 1994, Udaan has worked with children as well as their 
parents, and has succeeded in enabling these children to find gainful 
employment. The NGO educates parents about these diseases, home 
management, selecting schools and several other related works. Together, 
these NGOs definitely raise the standard of average health in India. If you feel 
for any of these, then take time out to participate in their events. A few hours 
in your busy life can change the life of another human being. 
 

 Deepalaya:  Deepalaya is one of the most popular healthcare non-profit 
organisations which works in improving rural healthcare in India. This NGO 
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also deals with several other issues such as education, child rights, 
institutional care, care for the especially abled, and gender equality. 
Deepalaya has also launched a mobile service called Chameli Dewan 
Memorial Rural Health & Mobile Clinic. By coordinating with existing 
healthcare institutions, the mobile service has managed to increase 
immunizations and reduce infant mortality in the rural areas surrounding 
New Delhi. 
 

 Smile Foundation: One of the largest non-profit organisations in India, Smile 
Foundation has two healthcare wings called Smile on Wheels and the Smile 
Health Camps. Smile on Wheels (SoW) is a national level program that 
focuses on providing a wide range of preventive and curative health services 
to the underprivileged section of the society. Smile’s vision through SoW is 
to provide affordable, accessible & advance health care facilities at the door 
steps of the underprivileged communities. Through their health camps, the 
organisation arranges special healthcare camps to provide preventive, 
curative, referral and primitive health services. In the next two years, Smiles 
plans to reach out to 500 districts. 
 

 Aravind Eye Care: Aravind Eye Care System is a drive against blindness. The 
NGO uses a special “assembly line” method for treatment. This method has 
increases productivity by 10 times and increases the number of cases that 
the NGO handles. Owing to its unique method, Aravind Eye Care System 
performs more than 300,000 optic surgeries every year. Also, 70 percent of 
its services are offered at subsidized prices or freely to the poor. 
 

 Uday Foundation: Although Uday Foundation is not directly related to 
healthcare, it plays a very important role in this sector. The Foundation is 
essentially a support group that helps families with children suffering from 
serious illnesses such as congenital defects, growth disorders, and other 
syndromes. Uday Foundation has done substantial work towards 
strengthening child rights scenario in the country. It supports research 
aimed towards development of new technologies in healthcare. 

 

 

 
 
 

4. Results and Discussions 
 

4.1 Findings from the literature 
Various issues are surrounding the healthcare sector today. During my study I 
focused on the following issues concerning the health sector: 
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 Competition related issues in healthcare. 
 Low FDI in healthcare. 
 Persistent geographic disparity between urban and rural India. 

 Significantly low healthcare spending. 

 Rising population. 
 Increasing wealth and rising standards of living have contributed more 

towards lifestyle related diseases. 

I would like to explain each of the problems in a systematic manner now. 

4.1.1 Competition related issues in the healthcare sector. 

In theory, competition ensures provision of best possible goods and services at the 
lowest possible prices. It is in the absence of effective competition that efficiency of 
markets is hampered. Different government policies may encourage or adversely 
affect competition, and hence consumer welfare, particularly in the context of the 
present globalising environment. In addition, sector specific policies in various 
areas such as health, electricity, telecommunications, financial services etc., also 
affect competition in the economy.  

The market for healthcare services is quite distinct in its functioning with 
asymmetries of information and market power prevailing in the industry .The 
complexity of the market for health services arises because of three reasons:  

• Asymmetry of Information. 

• Complexity of production-since each patient requires different treatment 
procedures and standardization of such procedures is not feasible.  

• Local market power due to economies of scale and costs of travel-In urban 
areas there are economies of scale since they cater to a larger segment of the 
population compared to the rural segment and hence have significant local market 
power. 

It is such complexity of market for health services that makes it even more difficult 
yet essential to ensure free and fair competition and thus efficiency in the market.  

 

 

 

Competition issues in the healthcare sector can be looked upon by segregating them 
into issues at domestic level and those at international level. 

 

Domestic Issues  
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Entry barriers to private players in the medical education sector: Until very recently 
only government and charitable trusts could set up medical colleges. Private players 
were not permitted by the MCI to start such facilities. This created major supply 
bottlenecks since there were only about 13500 post graduate vacancies and many 
students had to go abroad to pursue their post-graduation. Moreover the entire 
approach is infrastructure and volume based rather than value based and does not 
focus on quality and functional excellence since the MCI had land requirements and 
area specifications for the medical colleges. 

 

Ironically, the Medical Council has not permitted corporate hospitals to set up 
training facilities, which would benefit them and the healthcare sector at large, it 
has permitted a plethora of substandard private medical colleges, many of which 
lack basic faculty, equipment, and infrastructure and are unable to provide relevant 
and quality training. It is only very recently in March 2010 that the MCI has 
permitted hospital chains such as Apollo Hospitals, Fortis Healthcare and Max 
Healthcare to start medical colleges in the light of acute shortage of seats for post 
graduate medical students. 

 

 

Issues in the Medical Insurance sector 

An excellent growth rate and the promise of becoming an international destination 
for healthcare belie statistics citing that a very low percentage of the Indian 
population can access healthcare facilities. The poor and lower middle class strata 
of the society cannot afford corporate hospitals while the state of public hospitals is 
disappointing. Even among the middle class people only those with insurance go to 
corporate hospitals and the others go to government hospitals or small nursing 
homes. In India, more than 50 percent of the total health expenditure comes from 
the individual, as against state level contribution of below 30 percent. Currently only 
about 0.2 per cent of the population are covered under voluntary medical insurance 
while 3% to 5% of Indians are covered under any form of health insurance. 

The Indian health insurance scenario is a mix of mandatory social health insurance 
(SHI), voluntary private health insurance and community-based health insurance 
(CBHI).  The main provider of health insurance in the public sector is the 
government run General Insurance Company (GIC), along with its four subsidiaries, 
The New India Insurance Company, Oriental Fire and Insurance Co., National 
Insurance Co., and the United India Insurance Co. While over 75% of private health 
insurance is concentrated with six leading players- ICICI Prudential, SBI life, Bajaj 
Allianz, Reliance life, Birla Sun Life and HDFC standard. The existing mandatory 
health insurance schemes in India-the Employees’ State Insurance Scheme (ESIS) 
and the Central Government Health Scheme (CGHS) – were first started as pilot 
project in 1948 and 1954, respectively in the context of achieving universal health 
coverage via SHI. 
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The reasons for the lack of penetration of health insurance among the masses:  

i.) Lack of Regulation or control over provider behaviour- The unregulated 
environment and a near total absence of any form of control over providers 
regarding quality, cost or data-sharing, makes it difficult for proper 
underwriting and actuarial premium setting. This puts the entire risk on the 
insurer as there could be the problems of moral hazard and induced demand. 
Most insurance companies are therefore wary about selling health insurance 
as they do not have the data, the expertise and the power to regulate the 
providers. Weak monitoring systems for checking fraud or manipulation by 
clients and providers, add to the problem. 
 

ii.) Unaffordable premiums and high claim ratios- Increased use of services and 
high claim ratios only result in higher premiums. The insurance agencies due 
to lack of adequate information also tend to overestimate the risk and fix high 
premiums. Besides, the administrative costs are also high— over 30%, i.e. 
15% commission to agent; 5.5% administrative fee to TPA; own 
administrative cost 20%, etc. Patients also experience problems in getting 
their reimbursements including long delays to partial reimbursements.  
 

iii.) Too many exclusions and administrative procedures- Apart from delays in 
settlement of claims, non-transparent procedures make it difficult for the 
insured to know about their entitlements, because of which the insurer is 
able to, on one stratagem or the other, reduce the claim amount, thus 
demotivating the insured and deepening mistrust. The benefit package also 
needs to be modified to suit the needs of the insured. Exclusions go against 
the logic of covering health risks, though, there can be a system where the 
existing conditions can be excluded for a time period—one or two years but 
not forever. Besides, the system entails equity implications. 

 

Another issue with the health insurance sector is the existence of a number of 
failures that characterize the insurance market. Firstly, it is the asymmetry in 
information that puts both the patient and the insurer at a disadvantage due to their 
inability to resist or challenge medical opinion regarding an existing condition or 
future treatment. Another is that in the absence of knowledge of prices the provider 
can actually overcharge. Moreover a cashless insurance creates disincentives to 
control costs as the patient as well as the provider start perceiving it as a free good 
often resulting in excessive treatment by the producer for example he may increase 
the hospital stay of the patient or for that matter the patient may actually go to the 
hospital for a condition that could have been cured by a home remedy (moral 
hazard). Thirdly, it is only the patients who know their health status. Since it is 
normally those in need of health care who tend to subscribe to health insurance, this 
puts the risk on insurance agencies to resort to extensive processes of risk selection, 
such as medical examination, before being given admittance as an enrolee and 
focusing on low risk groups, such as the young or healthy. Risk selection in 
individual-based policies however results in increasing the loading fee and 
consequently the cost of premium. For these reasons private insurance companies 



    
 

  
 
Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 27  
  
 

take only select consumers-young, rich and healthy while leaving the bad risks to 
the government.   

International Issues 

International Cartels 

India has been a victim of an international cartel once which costs the nation a 
grossing US $ 3 million. This was the case of the bulk vitamins cartel. Other issues in 
this regard arise from export cartels as well as import cartels. Although most 
countries exempt export cartels from their antitrust laws so long as they don’t 
distort the domestic market. Import cartels formed by domestic importers, or 
buyers and similar arrangements (such as boycotts of, or collective refusal to deal 
with, foreign competitors), may be a threat to maintaining competition in the 
market. 

Cross border Mergers in the Pharmaceutical Sector 

Large pharmaceutical companies often in order to get a foothold in market of 
another country or to adopt a quick growth strategy enter into cross border mergers 
and acquisitions. India known for its generics, cost effectiveness and cost 
competitiveness is a favourite destination when it comes to mergers. Recently cross 
border mergers into India have been on a rise. The year 2009 saw the biggest 
merger in the generic market when Japan’s 3rd largest drug maker Daiichi Sankyo 
took over India’s Ranbaxy Laboratories.  

Cross-border mergers place Indian companies on the global map. Being a significant 
part of the global pharmaceutical sector will help the Indian companies to take 
further steps in maintaining the global pharmaceutical standards which would be 
beneficial for them in all segments including exports, increased profitability, 
increase in the R&D laboratories, funding received by the companies, increased 
number of patented products, expansion of their market share etc. This in turn will 
be beneficial to the global pharmaceuticals as well since the cost effective 
techniques used by Indian companies and the huge market India provides to this 
sector can help enhance the research and creation of newer and improved drugs. 
However this is so long as such mergers do not hamper the efficiency and 
competitiveness of the domestic market. 

High import duty on pharmaceuticals 

Barring a few life-saving drugs that face an import duty of 5 %, all other 
pharmaceuticals are levied at 10%. Such high rates of duty hamper import 
competition and thus reduce access to affordable medicine. It is thus suggested that 
lowering of import duty will help promote competition. 

4.1.2 Low FDI in the healthcare sector 

Post 1991- the healthcare industry has been completely opened up to FDI in 
hospitals however actual statistics show that there is very little presence of FDI in 
the industry. Out of 90 FDI projects approved for hospitals and diagnostic centres 
between the years 2000-2006 only 21 were for the hospitals. In fact private equity 



    
 

  
 
Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 28  
  
 

funding turns out to be more prevalent than FDI in the sector. This shows that there 
are definitely issues curtailing long term FDI to be an attractive and beneficial 
investment. Possible factors at work are of both types domestic as well as external.  

Domestic factors include: 

•Massive upfront costs of setting up as a result of infrastructural constraints. 

•The Indian Medical Device industry largely relies on imports and capacity for local 
manufacturing is very low and thus the costs are huge.  

•The medical education sector being inappropriately regulated is a major cause for 
shortages of medical professionals among other inadequacies of the medical 
education sector.  

•Healthcare is still inaccessible for a large section of the Indian population largely 
due to the low penetration of private health insurance and absence of mandatory 
public health insurance.  

•Absence of an adequate regulatory framework for maintaining quality and 
standards of services provided.   

 External factors such as the limitation in the developed countries on the number of 
private players who can invest abroad; lack of localized information about the 
market of the country where the investment is to be made influence the investor’s 
decision to invest.   

4.1.3 Other Bottlenecks 

Sometimes the most important things in life are least talked about. For instance, it 
is extremely hard to think of anything more important than health for human well-
being and quality of life. This is evident from the low visibility of health issues in 
India’s mainstream media and democratic politics. 

Health care sector in India is 2nd largest service sector contributor. Each of India’s 
29 states and 7 Union territories implement both Central and State Government 
schemes. However the challenges that still exists are: 

 Government run facilities are far from cutting edge. 
 Persistent geographic disparity between urban and rural India. 
 Significantly low healthcare spending. 
 Rising population. 
 Increasing wealth and rising living standards have contributed more towards 

lifestyle related diseases. 

A May 2010 study conducted by CII found out that India needs $50 Billion annually 
for the next 20 years in order to meet WHO standards. A further injection of $82 
Billion is required to close the current healthcare infrastructure deficit. 

Given the abundant challenges in the public healthcare sector the private healthcare 
sector has grown rapidly in size. WHO research show that if the total health care 
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spending in 2011 the private sector contributed 68% as well as providing more than 
40% of the country’s hospitals. 

With prices still lower than in developed health markets like USA, India has grown 
to become a favoured destination of health tourism. 

“Transforming a healthcare system is a long journey and needs to be driven by 
consistent political leadership over a sustained period” 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4.2 Finding from the fields and impact on the theoretical focus of the project 
 
During the course of my project I had to review the existing system of healthcare 
in India, I had an expression earlier that healthcare is quite good in India with 
all the world class doctors and medical institutions like AIIMS, however, my 
complete perspective changed after finishing my project. 
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My project title though is quite centric around private investment in healthcare 
industry and it created an impression on me that I have to just focus on 
encouraging private investment in the country in healthcare sector to overcome 
the lacunas that we are facing in this very sector. The issue might look quite 
comforting in first but the ground situations are not at all good, many people die 
because we are not able to take adequate steps on time.  
 
If we look at the Government expenditure in healthcare then it is merely around 
4% of GDP which is very low as compared to other countries which have 
experienced similar growth in the last 2 decades, we even lack behind countries 
such as Nepal and Bangladesh in many of the healthcare indicators of Human 
Development Index (HDI). 
 
Due to lack of investment by the government in healthcare it was left for the 
private players to invest in healthcare and hence the market was opened to 
them during 1980s. The growth of the private players in this market have been 
phenomenal, however, it has not been inclusive. Current situation is that the 
private players dominate the tertiary sector of the healthcare, the secondary  
 
Healthcare is been left to unorganised private players and the primary 
healthcare is still somewhat been taken care off by the government. The 
interesting thing to note here is that healthcare sector is also like any other 
sector for the private players and it is been driven by profit motives and 
economic concepts like economies of scale, therefore, any investment by private 
players can only be achieved by giving them adequate incentives and assurance 
of profits to some extent. In this context if we try and analyse few private 
investments which were been incentivized by the government then we can 
clearly see that these investments have not brought desired results. For 
example, in this year June month only Delhi High Court gave a directive to 
private hospitals that were given lands in prime locations in Delhi at a very low 
cost on a condition to reserve 25% of their beds for the EWS to fulfil their 
commitment of free treatment to EWS which the private hospitals are not 
obliging too. During my field visit to slums of Delhi I asked many slum dwellers 
and construction workers that are they aware of such a policy of free medical 
treatment I got a fitting understanding that no one was even remotely aware of 
such kind of a policy. What this suggests is that although we can attract private 
investment in this sector but we also have to ensure that there is an efficient 
regulatory mechanism to keep a check on the private investment that is been 
made. 
 
Now I would like to elaborate the constrains which are been faced by the private 
players which makes them reluctant to invest in healthcare. We must 
understand that this healthcare market is not a perfect competitive market, I am 
basing my assumption on following criteria which I observed: 

 Asymmetry of information. 
 Bottlenecks to entry in the market due to huge initial investment cost. 
 There are not large number of suppliers in the market which gives the 

existing players in the market an undue advantage. 
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The cost of setting up a hospital in India is about Rs. 1 crore per bed in Tier 1 
cities, Rs 50-75 lakhs in Tier 2 cities and Rs 25-30 lakhs in rural areas. This is a 
huge investment cost initially which deters private players to invest in this 
market. The purchasing power in Tier 2 cities and rural areas is not adequate 
therefore it becomes very difficult for the private investors to recover their 
investment leave alone making profit. This situation have also been arisen due 
to lack of healthcare insurances in the country. This also somewhat constrains 
the private players to invest in metropolitan cities only because there due to 
higher purchasing power they have assurance on their returns. Hence, we find 
that the concentration of private investment in an organised manner is skewed 
in favour of metropolitan cities. The only way which I find to overcome this 
situation is to increase the penetration of medical insurances in the country at 
large then only private investment can percolate to these areas. 

 

The next concern which I would like to highlight is the role of public sector in 
medical sector. In many developed and even developing countries it is the public 
sector which plays a major role in this sector. As explained earlier the public 
expenditure in India in healthcare is very low and even sometimes a general lack 
to political and public interest is also been found about this very crucial issue. 
For example, if we look at all the major media players in the country whether it 
be print media or electronic media we can clearly see that these issues are just 
not been covered. This shows a general lack of interest in this issue. Public 
healthcare in India is at a very deformed state in rural areas in particular there 
are no doctors no medical equipment’s and even no primary healthcare centres. 
Public healthcare is overburdened, although it have some of the best doctors in 
the world but still it is just not enough for the growing population. Due to the 
lack of investment by the government the public healthcare in India lack 
infrastructure and in some cases it even looks primitive. Due to this wide gap in 
rural and urban infrastructure the rural people are forced to move to urban 
areas in case of medical treatment which has a huge opportunity cost involved. 
All these aspects translate to increase in poverty level of the country due to high 
out of pocket expenditure. 

The government schemes like National Rural Health Mission (NHRM), National 
Urban Health Mission (NUHM), Rashtriya Swasth Bimja Yojna, etc. all have failed 
to yield a desirable result. These government schemes have shown without an 
appropriate regulatory framework and the introduction of Information, 
Technology and Communication (ITC) any such scheme is liable to fail. One of 
the main reasons for this failure have been the huge lack of infrastructure in 
rural areas in particular, for instance while an interview with Dr. P L Kariholu 
he made a very valid point that the doctors want to work in rural areas but the 
adequate infrastructure is missing in rural areas and in some of the cases there 
is even a lack of permanent healthcare centres in rural areas and the doctors 
have to operate from tents which serve of healthcare centres in rural areas. In 
such a situation no doctor would like to give services in rural areas, hence, there 
should be at least creation of basic infrastructure in rural areas. 
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4.3 Gap analysis 

Notwithstanding the sector’s rapid growth and potential, in many respects, India’s 

healthcare sector falls well below international benchmarks for physical 

infrastructure and manpower, and even falls below the standards existing in 

comparable developing countries. The total number of doctors (all kinds included) 

per thousand persons stood at only 1.27 in 2006 and 0.5 physicians per thousand 

persons in India, compared to a world average of 1.5. The number of nurses per 

thousand persons stood at 0.9 in 2006 compared to a world average of 1.2. Added 
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to this deficiency is the mal-distribution between rural and urban areas and 

shortages of specialized personnel. These ratios are projected to remain below the 

existing world averages even in 2016. The current ratio of beds per thousand 

persons is a mere 1.03 (well below the WHO norms) compared to an average ratio 

of 4.3 for developing countries like China, Korea, and Thailand, and in the best of 

circumstances is projected to reach 1.85 per thousand persons by 2012. It is 

estimated that over a million beds have to be added to attain this 1.85 ratio, which 

translates into a total investment of $78 billion (Rs. 350,830 crores) in health 

infrastructure. An additional 800,000 physicians are required over the next 10 

years, which in turn translates into huge investments in training facilities and 

equipment. In order to reach even 50-75 percent of the present levels of other 

developing countries, the sector will require an estimated investment of $20-30 

billion. Thus, India’s healthcare sector needs to scale up considerably in terms of the 

availability and quality of its physical infrastructure as well as human resources so 

as to meet the growing demand and to compare favourably with international 

standards.  

If we now shift our focus to rural urban divide in healthcare then it is also very 

significant in magnitude. Both the players whether private or public have done 

considerable well in urban areas. Private players have developed a world class 

infrastructure in urban areas which have contributed a lot to rise in medical tourism 

in India. Even the public players have not done bad at all in urban areas, however, 

there are issues of overburden in public sector but still it has done considerably well. 

The real problem lies in the rural areas, private players have not invested in rural 

areas due to lack to purchasing power by the public in rural areas and the 

governments’ performance also is dismal in such areas. There is a huge 

infrastructure divide between urban and rural areas which have contributed to rise 

in the gap of healthcare infrastructure between urban and rural areas. Doctors also 

are unwilling to work in rural areas due to lack of opportunity for them in rural areas 

as well as government also don’t provide them with any incentives to work in rural 

areas.  

 

The divide in healthcare delivery across India can also be analysed through 

economic disparity that prevails in India. Due to rise in the cost of healthcare 

services these services are day by day getting out of the hand of the economically 

weaker section of the society. There are several research paper and article which 

suggest that out-of-pocket expenditure in India contribute a lot to push the people 

in poverty in India. There is a huge problem of out-of-pocket expenditure in India 

which have to be seen in the cost of opportunity cost perspective to understand its 

actual impact. There are about 77% people in India who are considered as 

vulnerable sections of the society these people are the ones which cannot risk been 
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getting sick because they can’t afford to get well. I must establish the fact here that 

there is quality healthcare services available in India, we are not behind any country 

in terms of quality doctors, nurses, medical schools, medical hospitals, 

pharmaceutical companies, etc. what we lack is the accessibility of these services for 

the majority of our population. 

There is one more aspect which I would like to draw attention to is the divide 

because of the lack of awareness in the public. This kind of divide in been created 

because of the lack of education in the country. This might seem to create 

insignificant importance at first sight however it has a considerable impact. Due to 

lack of education the priorities of the people becomes misplaced. For example, in 

rural areas there is a huge problem of sanitation and one of the major problems that 

executives face in rural areas is the lack of importance that people associate with 

such issues. I had a talk with Mr. Nipun Vinak, IAS , and he made a valid assertion 

that people in rural areas all have mobile phones and they will immediately buy a 

new one as soon as they lose their earlier one, however, the same people would be 

reluctant to invest in toilets in their own backyard. We know that sanitation is the 

cause of many diseases and the major hurdle we face is to create awareness among 

people about this very cause. From this very example we can clearly see that there 

is general lack of awareness in people about their own health due to which they are 

unable to take preventive measures and thereby fall sick which becomes a huge 

burden on them. I suggest that creating mass awareness about such issues should 

also gain national importance and some funds should be kept aside in major 

healthcare policies for creating awareness.   

 

 

 

 

 

 

 

 

 

 

5. Recommendations, Scope and Strategy for Implementation 

 



    
 

  
 
Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 35  
  
 

5.1 Recommendation & Scope 

There are numerous opportunities and yet untapped areas in the healthcare 
sector. Some suggestions are given below: 
 
1.) Increase in government spending: Level of public expenditure needs to be 
enhanced considerably. Moreover regional disparities existing in the 
provision of health services also need to be brought down. On a priority basis 
government should fill up vacant seats of medical professionals, improve 
quality of infrastructure and availability and accessibility to medicines.  
2.) Establishment of an industry body: The healthcare sector is highly 
fragmented and thus there needs to be formed a common industry body 
comprising of the representatives from all the segments of the industry. The 
body can address the issues faced by the industry; provide frameworks for 
improvements in the level of services provided and achievement of higher 
industry standards. 
3.) Increase PPPs: There is surely a need to increase the number of PPPs 
alongside efforts should be made to strike a good balance between the 
objectives of the public and the private sector. This can be ensured by 
building a scalable and financially sustainable business model as well as 
providing equitable healthcare services. 
4.) Pricing Formula: On the cost of patients, a transparent and viable pricing 
formula for reimbursement should be worked out. On this line central 
Government should come up with a pricing formula as it did in the case of 
power sector. 
5.) Healthcare Infrastructure fund: Government should create a healthcare 
infrastructure fund to facilitate the development of healthcare infrastructure. 
6.) Create Mass Awareness: A national program should be started to create 
mass awareness campaign’s thought the nation about the health 
programmes. Once the people themselves will become aware about the 
healthcare issues they will themselves demand healthcare services by 
creating political pressure on their political representatives. 
7.) Government should start Tele-medicine facilities: Tele-medicines have 
shown a promising result in countries of Africa where there are huge 
problems relating to infrastructure. In India also there is a huge lack of 
infrastructure in rural areas, to curb this gap of rural-urban infrastructure in 
medical services tele-medicines present a promising opportunity to us. 
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5.2 Flowchart (Strategy) for implementation 

 

1) Recommendation: Tele-medicine concept should be implemented by the 

Government free of cost. 

 

Scope: Tele-medicines have provided a big opportunity to people of Africa to 

come out of the rural-urban infrastructure divide. This concept have wide 

applicability in India also since mobile penetration in India is quite good we have 
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the prerequisites meet to implement this policy. Since the primary healthcare in 

India is quite disappointing this policy could be implemented to implement 

primary healthcare to some extent. 

  

Flowchart: 

 

Step 1: Common services centres scheme (CSCS) with the Ministry of 

Communication and Information Technology can be used to create an IT 

platform for tele-medicine in India. 

Step 2: Tele-medicine should be implement by Ministry of Health and Family 

Welfare with the technical support of Ministry of Communication and 

Information Technology under CSCS scheme. 

Step 3: Ministry of Health and Family welfare can link tele-medicines with its 

existing initiatives like ASHA and Rogi Kalyan Samiti. 

 

 

2) Recommendation: Starting a national mission to create mass awareness related 

to healthcare in the country. 

 

Scope: During the course of my project I realised that there is a general lack of 

awareness among the people for healthcare. We all know that prevention is 

better than cure still it is amazing to know that not much importance have been 

associated to it. There are few government schemes like Accredited Social Health 

Activist (ASHA) which do create a link between the community and healthcare 

system which per se creates awareness, however, the scope and penetration of 

these schemes have been limited due to serious financial crunch as well as lack 

of clear guidelines on awareness. In a country link India there is a huge scope 

community based healthcare services which could only come through 

awareness, hence, I am making this recommendation. 

 

Flowchart: 

 

Step 1: For the success of this project we need a dedicated work force not 

voluntary participation therefore I suggest that National Rural Livelihood 

Mission (NRLM) under the Ministry of Rural Development should be used to 

impart the skills required for this policy that have been recommended. 

Step 2: The scheme ASHA should be restructured to create awareness in rural 

areas and this skilled labour force then should be absorbed in the reformed 

ASHA scheme. 
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3) Recommendation: Public expenditure should be increased in healthcare as well 

as a pricing formula should be establish to generalise the healthcare services in 

the country to minimise exploitation. 

 

Scope: We already know that public expenditure in healthcare is very low 

(around 4%), due to this public healthcare in India has become efficient and 

overburdened. To counter this problem it is the need of the hour to increase the 

healthcare expenditure by the government. To create a healthy working 

population is in the interest of the country itself, due to lack of accessibility of 

private healthcare services by the majority of the population it becomes very 

important for the government to realise its liability and address this issue. 

 

Flowchart 

 

Step 1: Directives should be given to the Planning commission to come up with 

the viability of raising the public expenditure and according to their 

recommendations public expenditure on healthcare should be increased. 

 

Step 2: Ministry of Health and Family welfare should setup an expert committee 

to come up with a pricing formula like was established in power sector so that 

exploitation of people could be stopped. However, during the course of my 

project I also realised that this generalization is quite difficult to establish 

because every patients need are different from the other, therefore, some 

flexibility should also be given but by and large there should a pricing band for 

different healthcare services.  

 

 

 

 

 

 

6. Suggestions for future work 
 

Healthcare issues are quite a broad topic to cover however in these two 

months I tried my best to cover as much variety in study as I could undertake, 

however, there are various issues which couldn’t be studied in totality by me 

in this given time frame in spite of their enormous scope potential to affect 
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healthcare services. I would like following issues to be undertaken as study 

for future work in this topic: 

 

i.) Medical Insurance: This area have a huge scope and potential to 

reform our healthcare sector however this sector have not been able 

to grow in India because of trust deficit been different stakeholders. 

It’s strange that it’s mandatory to have car insurance in India if one 

have a car but it’s not mandatory to have a health insurance. 

Government also have started a policy called Rashtriya Swasth Bima 

Yojna which should also be studied to understand what role 

government can play in providing universal health coverage in India. 

ii.) Medical training institutes: For a long period of time government 

institute only provided higher medical education in the country now 

even the private players have been introduced in setting up medical 

institutes. One should look into the viability of these institutes and 

how can government encourage these institutes or set up its own 

institutes by using its own finances or getting the money through PPP 

in healthcare. This issue is important for two reasons, first is , there is 

no doubt a huge shortage of doctors in the country. I earlier also tried 

to establish this fact in gap analysis, now this problem is looming 

because the medical seats in India in MBBS is very low, they is very 

slight increase in the number of medical seat in the country in spite of 

the rapid boom in population. Government realising this asked the 

private players to invest in medical education, however, still 

government plays a major role in this sector. The major issues which 

private players are facing to invest in medical education in the country 

is over regulation of this field as well as huge initial investment cost 

involved in doing so. One should try and go deep into these issues. 

iii.) Opportunity cost: I believe that the opportunity cost to get medical 

healthcare facilities in private sector is greater than that of private 

healthcare facilities. This is quite a radical assertion but this is what I 

felt during the course of my project. To access this argument one need 

to draw an empirical analysis of the issue. To access the opportunity 

cost was in no way possible for me in two months however I feel that 

there is a huge potential for this concept. As the reports suggest that 

private players are dominating this market and out of pocket 

expenditure is also quite high, I feel there has to be something to do 

with opportunity cost because in the end people are preferring 

private service providers over public service providers in spite of the 

fact that public service providers charge very low as compared to 

private service providers. 
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7. Conclusion  

 

There are various stakeholders in this sector including the government, service 

providers, patients, pharmaceutical manufactures and medical equipment 

production firms. Every stakeholder plays a vital role in this sector due to backward 

and forward linkages, however, in India the interaction between these stakeholders 

is very limited which leads to asymmetry of information and an inefficient supply 

chain. 
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A conducive environment has to be built in India which focuses on innovations for 

development of state of art healthcare infrastructure. In current scenario we have 

to rethink our whole idea of healthcare and well-being.  

Given the socio-economic dynamics of India this very concept of “prevention is 

better than cure” is of immense value. Creating mass awareness on healthcare issues 

as well as propagating the very idea of preventive measures may lead to easing of 

pressure on our limited healthcare resources. Private partnership should be 

encouraged in this regard so that the very idea of healthy India could be achieved. 

This could be achieved by pooling of resources by the private players from their CSR, 

this also is in the very interest of the business houses since a healthier India will also 

be more productive India.  

We of all things should also expand the domain of the stakeholders involved in 

healthcare industry. According to Planning commission recommendation on 

Universal Health Coverage different stakeholders like information technology, 

financers/insurers, research-development, policy-makers etc. should also be 

incorporated in planning and structuring this industry.  

The most critical aspect of healthcare in Indian context is of increasing access and 

efficiency in service delivery of healthcare services particularly in rural areas and to 

improve overall quality of healthcare services. A lot needs to be done to adopt this 

particular framework for which strong political will and leadership is a must. 

If we look at the Government expenditure in healthcare then it is merely around 4% 

of GDP which is very low as compared to other countries which have experienced 

similar growth in the last 2 decades, we even lack behind countries such as Nepal 

and Bangladesh in many of the healthcare indicators of Human Development Index 

(HDI). 

 

Due to lack of investment by the government in healthcare it was left for the private 

players to invest in healthcare and hence the market was opened to them during 

1980s. The growth of the private players in this market have been phenomenal, 

however, it has not been inclusive. Current situation is that the private players 

dominate the tertiary sector of the healthcare, the secondary healthcare is been left 

to unorganised private players and the primary healthcare is still somewhat been 

taken care off by the government.  

The sector’s rapid growth and potential, in many respects, India’s healthcare sector 

falls well below international benchmarks for physical infrastructure and 

manpower, and even falls below the standards existing in comparable developing 

countries. The total number of doctors (all kinds included) per thousand persons 



    
 

  
 
Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 42  
  
 

stood at only 1.27 in 2006 and 0.5 physicians per thousand persons in India, 

compared to a world average of 1.5. The number of nurses per thousand persons 

stood at 0.9 in 2006 compared to a world average of 1.2. Added to this deficiency is 

the mal-distribution between rural and urban areas and shortages of specialized 

personnel. 

At last I would like to conclude that India has miles to go in healthcare. This not only 

poses challenge in front of us it also poses an opportunity in front of all the budding 

entrepreneurs who want to be a part of this Indian growth story. There are huge 

scope for both government and private players to come up with innovative 

solutions. Private investment is definitely the need of the hour but it cannot be 

encouraged or relied up on unless it is equitable, affordable and accessible. We need 

to understand that there are poor people in the country side who have remained 

untouched from the tremendous growth which India has experienced in last two 

decades and those people are vulnerable to any unforeseen expenditure which may 

come across them. Due to large number of vulnerable people in the country it the 

governments moral duty to at least provided these people with basic life amenities 

like healthcare, if it fails to do so it is a direct violation of fundamental right of a 

citizen (Article 21). We the people of India have to be sensitive enough to 

understand the empathy of the following citizens if we want this country to develop 

and not just grow! 
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9. Appendix A 

Meetings and Interviews 

Field Visit 1: Visit to JNU 

Date of Visit: 17th June 

Person Contacted: Mr. Imtiaz Quadri (PHd Scholar) 

Reason for visit: Mr. Imtiaz Quadri had worked on public healthcare in India during 

his master’s project in JNU. His main area of research was primary healthcare in 

state of Rajasthan. I therefore visited him to get some insight about the ground 

reality of the topic by him. 

Notes: 

 Private players have not been able to cater to the needs of the rural people 

majorly because of their profit interests. 

 In many developed countries and even in BRICS countries Government has 

played a pro-active role to provide medical care to its people at large. 

 In India private players have done a commendable job in tertiary healthcare 

sector but this cannot be concluded for their contribution to primary and 

secondary healthcare. 

 There are organized healthcare facilities provided by private players, 

however, in secondary healthcare services there are individual private 

service providers which are not at all organized. There is a complete lapse of 

private players in primary healthcare. 

 If we see the data on percentage of GDP expenditure on health and Out of 

Pocket expenditure on health then we can clearly see that the countries 

which have high overall incomes have low out of pocket expenditures, 

however, the countries which are in the bracket of lower income or lower 

middle income have substantial expenditure on healthcare in terms of out of 

pocket expenditure. Therefore we can make an assertion that development 

and healthcare in country are correlated in the sense that if the healthcare is 

more equitable and affordable then there is more likely to have a healthy 

population which translates to higher productivity. 

 He also suggested a radical idea that since Right to Life (Article 21) is a 

fundamental right hence affordable and quality healthcare should be 

considered as a fundamental right of every citizen. He suggested that if one 

wants to encourage private investment then its fine in the sense that in such 

neo-liberal times its pointless to discuss conservative socialist ideologies 
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hence there should be an option of free choice, however, government should 

first ensure that its citizens are able to avail healthcare facilities at every level 

then only private players should be encouraged in healthcare because there 

is huge information asymmetry as well as because of local market power due 

to economies of scale and costs of travel-In urban areas there are economies 

of scale since they cater to a larger segment of the population compared to 

the rural segment and hence have significant local market power, such kind 

of structural faults in this healthcare market may lead to systematic 

exploitation of people, therefore, government should first try to fix these loop 

holes then only private players should be encouraged in complete sense in 

healthcare. 

 

Field Visit 2: Visit to Slums in Munirica 

Date of Visit: 20th June 

Person Contacted: General interaction with the slum dwellers 

Reason for visit: This slum visit was been undertaken to understand the need of the 

urban poor. Generally while going through various texts I realised there was a link 

between out-of-pocket expenditure in healthcare and poverty, to analyse this 

assertion I undertook a slum visit to talk to people about what they think about 

healthcare services in India, what has been the impact of Nation Urban Health 

Mission and Rashtriya Swasth Bima Yojna on the urban poor. 

Notes: 

 It was evident that there is a large problem of awareness in slum areas. 

 Private players right now are not able to cater to their needs because of the 

facilities they offer are beyond the reach of these people. 

 It was clearly felt that Government has failed to provide even basic 

healthcare to poor and marginalized people. 

 

Field Visit 3: Meeting with Mr. Suren Shukla (President Healthcare Products, Relicare) 

Date of Visit: 25th June 

Person Contacted: Discussion with Mr Surein Shukla on healthcare situation in India 

form a corporate perspective 

Reason for visit: This field visit was been suggested by my mentor so that I could try 

to explore the situation from a perspective of a private player in healthcare market. 
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Notes 

 About 70% of Indian population lives in the rural areas and only 30% of our 

population lives in the urban areas, however, out of the total expenditure in 

healthcare only about 20-30% is made by rural population and the rest is 

done by the urban population. This suggests the following: 

 Rural people are not aware of their healthcare. 

 Rural population cannot afford healthcare services. 

 There is low penetration of healthcare services in rural areas. 

 Public sector hospitals cater to the needs of only about 20% of the population 

the rest of the population is been catered to by the private players. This 

results in high out-of-pocket expenditure by the public (72% according to an 

expert committee constituted by the planning commission) because of this 

very reason healthcare services are neither accessible to all nor are they 

affordable for everyone. This problem is been exacerbated by low level of 

health insurance cover in the country. 

 Government thinks that giving tax holidays to private hospitals to setup 

hospitals in rural areas might encourage private investment in health in rural 

areas, however, this very assumption is flawed because of the following 

reasons: 

 Cost of setting up a hospital is estimated by per bed cost. This is very high 

generally, it might go from somewhere about 30 lakhs in rural areas to about 

one crore in urban areas, it may even go up to 3-4 crore per bed in cities like 

Mumbai and Delhi where the real estate prices are very high. For example, 

Fortis in Gurgaon was built at an estimated cost of about 3.2 crore per bed. 

 Due to high cost of setting up such facilities the investors need to make up for 

their investment by raising the cost of healthcare facilities offered. When the 

cost of healthcare facilities rises most of the people are deprived of 

healthcare because of affordability issue. Investors also are more likely to 

invest in only Tier I cities because only in such cities people are able to afford 

such healthcare facilities as the purchasing power is high in these cities, due 

to such kind of the skewed behaviour of the stakeholders we can see a wide 

gap between the rural healthcare and the urban healthcare. 

 This issue of affordability can be to some extent be countered by Health 

Insurances but even healthcare insurances have low penetration in India 

with only 7% of the entire population having health insurances.  

 Due to the reasons mentioned above giving tax holidays by the government 

won't suffice as there is a huge initial investment cost which needs to be 

recovered by the private players as well as there are many structural 

problems associated with this sector also which make such an investment 

risky, hence if we look at the balance sheets of most of the private players 

right now we can clearly see that they are making losses. Hence a more 
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proactive changes and policies should be brought up by the government to 

make healthcare services in India equitable and affordable from the 

perspective of the patients and lucrative and profit making from the 

perspective of the investors.    

 The problems mentioned above can be to some extent be addressed by health 

insurances. As suggested by Mr Suren healthcare insurance should be made 

mandatory of every citizen of India and the amount collected as premium 

should be made according to the earning of an individual. In this regard 

government of India launched it Rashtriya Swasthya Bima Yojna(RSBY) in 

2008 for the BPL families which provided an insurance cover of Rs. 30,000/- 

however it has not been able to create an impact at the grassroots level due 

to lack of awareness in the people as well as the inability of the government 

to implement package rates it fixed of the hospitals which they had to follow 

while catering to patients covered in this scheme, due to these loop hole there 

is even a large scale corruption in this scheme.  

 Now the question arises how to plug these loop holes and come up with a 

sustainable insurance model for the entire country. As suggested by Mr. 

Suren Sir this can be done by linking health insurance to some sort of smart 

card or even if possible then to adhaar card, by doing we can monitor 

healthcare facilities availed by the people as well as government can 

efficiently channel its resources to areas where there is more problem of 

healthcare by effective mapping of healthcare condition in the entire country 

by linking ICT facilities to such smart cards. This has even been suggested by 

the High Level Expert Group Report on Universal Health Coverage for India 

to use ICT and smart cards for effective delivery of healthcare services. This 

committee also suggested to "compliment general taxation with a specific 

surcharge on salaries or taxable income to pay for universal health coverage 

and offer cash less healthcare services to all sections of the society", thereby 

we can introduce certain changes in our taxation policies to accommodate 

the parameter of insurance in healthcare. 

 Pricing formula that was been suggested by the High Level Expert Group 

Report on Universal Health Coverage for India may not be viable in India's 

context for health sector in India because each patient has different needs 

hence to come up with a pricing mechanism may not be efficient nor viable. 

Rather than having pricing formula, new investors should be encouraged to 

invest in this sector and let the market forces push the prices of healthcare 

downwards, this would both be more efficient and viable option. 

 We cannot expect the private players to invest in rural areas because neither 

government is giving enough incentives nor the purchasing power in rural 

areas is high so that they could avail the services offered by the private 

players. In such a case the role of government in healthcare services becomes 
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of prime importance if not as a service provider than as a facilitator by acting 

as a financing granter. Therefore, government can act in two broad ways: 

 Either it could act as a service provider and for that it has to setup more 

primary healthcare and secondary healthcare service centres. For doing so 

government would need more doctors and supporting staff which might not 

be possible right now, to achieve such goals some changes should be made in 

medical education colleges to realise this dream. However there is also an 

issue that doctors and medical staff right now doesn’t wants to work in rural 

areas hence there is an acute shortage of medical practioners in rural areas.  

 Government can also opt for providing medical insurance to vulnerable 

population (77%) and let the medical services be provided by the private 

players. However to achieve this goal government should introduce some 

changes in taxation to make this concept viable and sustainable. 

 Some arguments are also made in context to Tamil Nadu and Kerala model of 

healthcare services which is been entirely provided by the Government and 

suggestions are made to transform entire healthcare services in India in the 

same way as that of Tamil Nadu and Kerala. However, this might not hold 

good for the entire population because these two states have different type 

of social, economic and political realities than the rest of the country. For 

example, if we even look at the basic parameter like education these states 

are way ahead than the rest of the country, due to this the level of awareness 

about various government initiatives is a lot more and government is held 

accountable of such services deliveries. Now due to these differences the 

model in Tamil and Kerala cannot be replicated in rest of the country unless 

other human development parameters are work upon. 

 

 

 

 

 

 

 

Field Visit 4: Meeting with (Prof. Vijay Gupta (Vice Chancellor, Sharda university), Prof. 

PramodKumar Mitra (Dean of Business Studies, Sharda University) and Dr. P L 

Kariholu (Dean of School of Medical Research and Sciences, Sharda University) 
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Date of Visit: 2nd July 

 

Person Contacted: Discussion with Prof. Vijay Gupta, Prof Pramod Kumar Mitra and 

Dr. P L Kariholu on healthcare situation in India form an institutional prespective. 

 

Notes 

 There is problem in education system in both private and public education 

institutions, hence, it’s not just basically a question of which one is good or 

which one is bad. 

 Higher education is been driven by market demand, hence, it’s important for 

the private players to provide higher education only in those fields where 

there is a demand. 

 Government should play a more pro-active role in encouraging Public Private 

Partnership in higher education. 

 There are right now various bottle-necks in investment in Higher education, 

since the initial investment is high and the banks also don’t provide the loans 

under priority sector lending it becomes very difficult for the private players 

to come in the higher education market. 

 Private players in Higher education is been driven by market forces. If the 

students are not able to find the jobs after their graduation then they won’t 

invest in higher education. This is evident from the data that the number of 

students availing higher education has decreased since 2012, whereas, there 

was a boom in higher education during 2006-2009 when India was 

experiencing tremendous growth opportunities. 

 Investment in Higher education is no more feasible for the private players 

because the cost of investment has gone up whereas the profitability has 

gone down due to stiff competition and decreases in demand. 

 Private universities and colleges have to ask for more fees than the 

government colleges because the government colleges are highly subsidized 

whereas the private colleges aren’t. Private players have to cover for their 

investment as well as have to pay bank loan EMIs in case of bank loans for 

college expansion (which is generally the case), because of this the private 

colleges have to charge high fees from students which thereby decreases the 

affordability of Higher Education. 

 He reinforced my hypothesis that the opportunity cost involved in getting 

healthcare services in private hospitals is less than that in public healthcare 

hospitals. 
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 There is lack of state of the art technology in primary and secondary 

healthcare services as well as there is lack of even basic infrastructural 

facilities in rural areas hence doctors don’t want to go and give their services 

in rural areas. 

 There is an urgent need to increase government expenditure in rural areas 

in healthcare. 

 The reason why healthcare is not been much talked about in political arena 

is because of lack of immediate gains by the political parties in taking up 

healthcare issues. 

 In tackling the healthcare in India creating awareness is also a prime issue 

because that would decreases our already overburden healthcare 

infrastructure. 

 He also laid emphasis on the pricing formula in healthcare services. 
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“The highest measure of democracy is neither the 

‘extent of freedom’ nor the ‘extent of equality’ but 

rather the highest measure of participation.” 

- A.D. Benoist 

 

Rakshak Foundation creates awareness domestically and internationally 

about the rights and responsibilities of citizens towards the society and 

state. Rakshak engages in and supports social and scientific research on 

public policy and social issues. 
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Email: secretary@rakshakfoundation.org 

Website: www.rakshakfoundation.org 
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