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INTRODUCTION

Out-of-pocket (OOP) payments are the major source of health financing in low-income countries [1], and particularly in South
Asia, where on average 62 percent of the households finance from their own pockets. Public health expenditures of Pakistan are low -
only 1.2 percent of GDP. As a result, the public health infrastructure is not sufficient to serve the entire population.

As detailed in the 2017/2018 National Health Account report, 83 percent of the population has been using private health
facilities due to lack of access and the treatment challenges quality at government hospitals.

Catastrophic  health expenditures (CHE) are
simply the high share of health payments in total
consumption/ income. The high OOP payments cause
households to reduce their spending on other basic
needs, compel them to take out loans, fall into debt [2],
compromise and forgo treatment [3], and are responsible
for pushing households into chronic poverty [4, 5].
Therefore, controlling CHE can significantly reduce
poverty [6].

Launched in 2015, the Sehat Sahulat Program
(SSP) has been providing in-door health facilities with
two distinct packages:

Fig. 1: Out-of-pocket payments in South Asia

(1) Annual Health coverage for secondary care of
PKR 60,000 per family per year, with
additional coverage of PKR 60,000 per
family facility under exceptional
circumstances.

(2) Annual health coverage for tertiary care of PKR 300,000 per family, with additional coverage of PKR 300,000 per family
facility under exceptional circumstances.

Currently, the SSP is operational in 68 districts of Punjab, AJK, GB, and Tharparker, Sindh. The program has now adopted a
universal approach where the in-door health benefits will be extended to all citizens. In Punjab, the program is managed by the Punjab
Health Initiative Management Company (PHIMC). State Life Insurance Corporation (SLIC) has been given the contract of paying a
certain premium amount against each member of a family. The SSP is a milestone in social welfare reforms, ensuring that all the
citizens, especially the under-privileged, have access to entitled in-door medical health care in a swift and dignified manner without
any incurring any financial obligations.

The current research provides a snapshot of potential welfare implications of SSP in reducing catastrophic health payments and

poverty. Certain recommendations have been made in improving the in-door health utilisation services under the SSP. We have used
both the Out-of-pocket health expenditure survey and HIES 2017/2018 for the analysis.



OUT-OF-POCKET HEALTH PAYMENTS

The 2017/2018 OOP Health Expenditure Survey shows that per capita annual OOP health expenditures are PKR 3,098, where
citizens spent PKR 650 billion on health from their own pockets. Around 73 percent of the total OOP expenditures incurred on
outpatient services, 20 percent on inpatient care, 6

percent on cost unrelated to illness, and only 2 percent Fig. 2: Share of household’s monthly health expenditures
in total consumption (in percent)

on self-medication.

The survey found that on average share of OOP
health payments is 5 percent in total household
consumption. The share is almost same for various
socio-income  groups (as  measured through
consumption quintiles). In urban areas, health
expenditures as a percentage of total consumption
have a declining trend, whereas better-off households
in rural areas spend more as compared to the bottom
quintiles (Figure 2).

INCIDENCES OF CATASTROPHIC HEALTH EXPENDITURES AND ITS IMPACT ON POVERTY

Mostly the literature has defined catastrophic health payment if health expenditures are 10percent and above to total household
consumption and 40percent and above to non-food consumption. We have used various thresholds to define catastrophic health
expenditures and to measure both the intensity and mean
positive gap.

Key concepts of incidence and intensity of CHE

. . Incidence is the fraction of households whose health expenses exceed the
Table 1 shows that as the threshold increases, i.e. adopted threshold to total/non-food consumption.
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threshold of 10 percent, 13 percent of households are facing
the issue of catastrophic health payments. However, while
taking the means positive gap, these households on average,
spent 22.8 percent on health care (10 percent +12.8 percent). It is worth mentioning that the incidence measure does not reflect the
intensity of how much a household is above the threshold. Therefore, intensity and mean positive gap measures the degree of
payments that exceeds the specified total consumption or non-food consumption threshold.

Mean positive gap is the fraction of intensity to headcount.

Table 1

Incidence and Intensity of Catastrophic Health Payments

OOP health expenses as share of total consumption (in percent)

5percent 28.4 2.6 9.1
10percent 12.8 1.6 12.8
15percent 7.1 11 16.3
20percent 4.6 0.9 19.1
OOP health expenses as share of non-food consumption (in percent)

25percent 8.4 2.2 26.3
30percent 6.4 1.8 28.9
35percent 4.9 1.6 31.7
40percent 3.9 13 34.8

Source: estimated from 2017 OOP survey and HIES



We have used the official poverty line (PKR 3776) to draw Pen’s Parade Graph." The analysis is carried out before and after
health payments as excluding health payments from total consumption (as it is the forced payment) yields a picture of actual standard
of living with a health problem. The pre and post t health payments and total consumption along with poverty line are plotted against
the cumulative distribution of households by per capita consumption (ranked in ascending order). The vertical red bar shows that some
households are pushed into the state of poverty due to health payments.

Fig. 3. Impact of OOP Health Expenditures on Household Consumption Distribution
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Table 2 measures the impact of catastrophic health expenditures on headcount poverty where per capita consumption and per capita
health expenditures are used. The analysis is carried out before (health payments are part of consumption) and excluding health payments.

The findings reveal that counting the OOP health expenditures as the part of total consumption yield, the head count poverty of
21.5 percent and after excluding the OOP health payments, headcount poverty goes upto 29.4 percent. The figures indicate that about
8 percent of the population would not be poor if health resources would have been available to counter OOP. The adverse impacts
are more for ‘inpatient’ category and in rural areas (Table 2).

Table 2
Poverty Impact of OOP Payments

Overall

Overall 215 294 7.9
Rural 27.6 37.1 9.5
Urban 10.7 17.2 6.5
Inpatient

National 19.6 30.1 10.5
Rural 25.7 37.4 11.7
Urban 9.1 18 8.9
Outpatient

National 214 30.1 8.7
Rural 27.4 38 10.6
Urban 10.7 17.9 7.2

Source: estimated from 2017 OOP survey and HIES

! Authors are thankful to Dr Nasir Igbal for providing the micro poverty series data as estimated in National Poverty Estimates (2018)



THE WAY FORWARD

SSP can help in reducing catastrophic health expenditures and escaping households to fall into poverty.

The following recommendations may be noted:

e We found that main share of OOP goes to the ‘outpatient’ category. Currently the program is only for in-door treatment. The
program must add limited OPD visits to further reduce catastrophic health expenses. In developed countries, insurance
companies offer such facilities to minimise in-door expenses.

e Currently the benefits of SSP are fixed under secondary and tertiary health care. To minimise the in-door health expenses, the
program should create an endowment fund where chronic patients must be allowed unlimited spending on in-door health
services. For example, a kidney dialysis patients exhaust their SSP card limit within a few months, and have to bear
additional expenses from their own pockets.
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