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Abstract: Out-of-Pocket (OOP) expenditure on health care is one of the debilitating factors in pushing households into
poverty. Households, especially the lower income groups and which do not have security measures like medical
insurance, are the worst sufferers when faced with health shocks. Conventional methods of poverty estimation do not
take into account health care consumption expenditure, which might understate the poverty headcount. In this study,
poverty headcount and impoverishing effects of OOP health care expenditure have been analysed.

The data have been collected from Chirang district of Indian state of Assam. The state is a fragile state due to ethnic
violence, militancy and natural calamities like flood that the region has been experiencing for decades. The recall period
for the inpatient care is 365 days, and six months for outpatient care. The poverty headcount is the difference between
post Hp and pre Hp. The pre-payment (i.e. pre-OOP) ‘poverty headcount’ is calculated by comparing household’s
consumption expenditure gross of payments for health care with the poverty line defined by the planning commission of
India (2001). The post-OOP payment ‘poverty headcount’ is computed by netting out health care payments from a
household’s consumption expenditure and then comparing with the poverty line. The intensity of poverty has been
estimated with the help of the methods introduced by Wagstaff and Doorslaer (2003).

The higher income households make higher OOP expenditure than the lower income households. The burden of OOP is
higher on the lower income households because the proportion of OOP expenditure to total income of households is
higher amongst the poor households compared to higher income households. OOP expenditure pushed households into
poverty. This is more serious with the inpatient care compared to the OOP expenditure on outpatient care. The poverty
gap or the intensity of poverty of the overall OOP expenditure is Rs. 279.28, which varies between outpatient and
inpatient OOP expenditure.
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Introduction. The countries across the world under the umbrella of the United Nations (UN), adopted the
Sustainable Development Goals (SDGs) in January 2016. The SDGs superseded the Millennium Development
Goals (MDGs) of the UN. The SDGs try to complete the unfinished agenda of the MDGs. Therefore, poverty
is one of the primary goals of the SDGs. For instance, the first and the second goals of the SDGs are to end
poverty in all its forms and to end hunger, respectively. However, to achieve such ambitious targets, countries
across the world especially the developing and underdeveloped economies need to strategize a multipronged
approach, because the causes and incidence of poverty itself is very dynamic and multi-faceted. India is a
signatory to the SDGs, as it had been to the MDGs. Though SDGs is not a legally binding agreement, it is an
opportunity for the participating countries to solve the varied problems that a particular country faces. One of
the fundamental causes of poverty is the huge health care expenditure that households incur, which is called
out-of-pocket (OOP, henceforth) spending. This is due to the fact that when households incur significant
amount of OOP expenditure on health care, they are pushed into poverty and further, those who are already
poor are pushed into poverty trap. Thus, it is important that this aspect is taken care when a particular country
is focusing on ending the menace of extreme poverty. Due to large OOP expenditure, the living standards of
the families get adversely affected. Many households fall into debt trap, and subsequently into poverty trap
due to lack of any health insurance coverage.

However, in the conventional method of poverty estimation, a health care expenditure of the households
is not taken into account. Thus, this might tend to understate the poverty headcount. Therefore, it is important
that consumption of health care is taken into account while estimating poverty. In this study, the OOP
expenditure of the households and how many families fall into poverty when expenditure of the consumption
of health care (OOP) is incorporated in the poverty estimation are examined. In essence, this will involve the
measurement of poverty on the basis of household expenditure net of OOP expenditure on health care.
According to Wagstaff and Dooorslaer (2003), the poverty impact of OOP expenditure is the difference
between the average level of poverty before health care expenditure and that after expenditure. It is measured
by comparing both the prevalence (head count ratio) and the intensity of poverty before and after OOP
expenditure on health care (Garg and Karan, 2009).

In the North-East India where Assam is located, there is dearth of knowledge in the current literature on
OOP expenditure on health care and its economic impact. And the region has been suffering from various
ethnic conflicts and militancy problems due to which the problem of poverty is still largely prevalent.
Furthermore, the region has scanty health care institutional provisions, especially in the rural areas. Therefore,
this study has the potential to throw some knowledge on the household’s OOP expenditure, and how this can
affect the economy of the households in a fragile socio-economic environment. The paper is arranged as
follows: this introduction is followed by a second section on review of similar literatures; the third section is
the methodology and research methods; the fourth section is the findings and discussions where the OOP
expenditure, poverty headcount, and poverty intensity of OOP expenditure are examined; and the fifth section
is the conclusions.

Literature Review. In the course of making OOP expenditure on health care, during health shocks,
households resort to different payment alternatives to pay for the health care. For example, some households
sell their assets and some borrow from others and the like. Studies have shown that these strategies of
financing the health care payments have repercussion on the levels of living of the households. For instance,
a study by Van Doorslaer et al. (2005) on poverty impact of OOP spending for health care in Asia found that
catastrophic payments of health care were most prevalent in Bangladesh, Vietnam, China, and India.
Sometimes, many households have to cut down their consumption levels of other essential goods. Similarly,
it has also been found that the number of individuals pushed into poverty by OOP payments was greatest in
India and China. Likewise, Garg and Karan (2008) estimated that increase in number of poor after accounting
for OOP payments was 3.2 per cent (i.e., 3.5% in rural areas and 2.5% in urban). Further, they found that the
additional number of persons falling into poverty was 32.5 million, with 25.5 million in rural and 7 million in
urban areas. 79% of the incremental poor were from rural areas and 21 percent were from urban areas. Gopalan
and Das (2009) while examining the household’s economic impact of an outbreak of Chikungunya in Indian
state of Orissa found that almost all the respondents incurred catastrophic health expenditure. Krishna (2011)
found that the ill-health and high healthcare expenses were associated with nearly 60 % of all descends into
poverty in Rajasthan, 74% in Andhra Pradesh, 71% of the descends into poverty in Uganda, and 67% of all
who descended into poverty in Peru was due to ill-health and high OOP spending.

Thakur et al. (2009) found that, although user fees were waived for people below the poverty line, the
definition of poor was arbitrary. Therefore, the people who were supposed to be protected from the OOP
spending could not be located, and thus, it (OOP spending) pushed the households into below poverty line.
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Ghosh (2010) compared the magnitude, distribution and economic consequences of OOP payments in India
and found that the new policies on health sector reforms in the 1990s and early 2000s had significant negative
impact on the households-both catastrophic expenditure and impoverishment. Berman et al. (2010) found that
the health care costs were believed to be one of the important causes of impoverishment in India. Estimating
the NSS data, they found that around 63.22 million individuals or 11.88 million households were pushed into
below poverty line (BPL) due to health care expenditure in 2004. It has been observed that impoverishment
due to OOP payments (73.3%) was because of outpatients’ care, which involves relatively small but more
frequent payments, and only 20.7% of impoverishment was due to inpatient care. Saksena et al. (2010) found
that, between 1.32% and 33.6% of households across different countries suffered from catastrophic health
expenditure from all sources of OOP. And the households who had OOP spending on inpatient care services
faced higher catastrophic health expenditure relative to outpatient care services. Ghosh (2011) found that the
proportion of households facing catastrophic OOP health payments varied widely among Indian states, from
3.46% in Assam to 32.42% in Kerala. It was found that 35 million people in 1993-94 and 47 million people
in 2004-05 were pushed into poverty by the need to pay for healthcare services. Similarly, Ladusingh and
Pandey (2013) estimated the impoverishing effects of OOP expenditure and found that in rural India 10.1%
of households and in urban areas 6.2% of households became poor. They found that OOP increased
significantly with inequalities in income distribution and shortage of physicians at the state level.

Lee (2011) found that in 1996, 11.8 percent of households had made OOP expenditure in excess of 10
percent threshold level in Korea. However, it went to 10.2 per cent in 2001, and again went up to 11.8 percent
in 2005. Thus, an increasing trend is being observed. Amakom and Ezenekwe (2012) estimated the OOP
spending for health care in Nigeria and its implication. They found 24 per cent of households incurred
catastrophic health expenditure. About 17 per cent of the households spent more than 15 per cent of total
annual expenditure on health care. 2.2 per cent of the households were pushed into poverty due to health care
spending. Geofrey (2013) found that with the threshold of 10 percent of total expenditure the incidence of
catastrophic payments was found to be 7.2 percent in Tanzania and with 40 percent threshold level it was 6.5
percent of households facing catastrophic expenditures. Van Minh et al. (2013) examining financial burden
of household OOP health expenditure in Vietnam, found that many households encountered catastrophic
health expenditure and were pushed into poverty due to health care payments. The factors which impoverished
the household due to OOP expenditures were lack of health insurance, having elderly people, children under
6 years old, and households in rural areas.

Bansal (2014) found the incidence of catastrophic payment to be between 33.8 percent and 2.9 percent as
the threshold was raised from 5 percent to 25 percent of the total household expenditure. Loganathan et al.
(2015) in their study on healthcare expenditure and impoverishment due to rotavirus gastroenteritis requiring
hospitalization in Malaysia found that the mean direct and indirect costs for rotavirus gastroenteritis consisted
20% of monthly household income in Kuala Lumpur as compared with only 5% in Kuala Terengganu. 33 per
cent of households experienced catastrophic expenditure and 3 percent of households were pushed into
poverty in Kuala Lumpur. It was further found that healthcare expenditure due to gastroenteritis had more
catastrophic and poverty impact on the urban poor, therefore, the authors concluded that universal vaccination
would reduce both disease burden and health inequities in Malaysia. Panikkassery (2020) estimated the impact
of OOP health care expenditure on the consumption of the below poverty line households. The study found
that the households which had significant OOP expenditures tend to reduce the consumption of non-food
items like fuel, education, entertainment, clothing and footwear. However, it was found that the poor
households did not usually change the consumption of food, although significant percentage of income was
allocated to food items. Wagstaff et al. (2018) found additional number of poverty in many countries due to
OOP health expenditures. Further, they found poverty deepening due to OOP. Similarly, Zeng et al. (2018)
found that in Zimbabwe 7.6% of households under the study incurred catastrophic OOP expenditure, which
was 13.4% in the poorest quantile and 2.8% in the richest quantile. Further, the study found 1.29% of
households falling into poverty due to health care related OOP expenditures. Oudmane et al. (2019) found
that in Morocco, which primarily depends on OOP for health care financing, a significant number of
households faced catastrophic and poverty impact. For instance, the study estimated that 1.77% of households
incurred catastrophic OOP expenditure and 12.8% of households incurred catastrophic OOP expenditure when
40% and 10% thresholds of consumption expenditure were taken respectively. Salari et al. (2019) found that
in Kenya, around 1.1 million individuals were pushed into poverty due to OOP health care expenditure. In
other words, after taking into account OOP expenditure on health care, the poverty head count of individuals
increased by 2.2% both in rural and urban areas. Therefore, this indicates that impoverishing effects of OOP
is not only in the rural areas but also in the urban areas, especially in the underdeveloped and developing
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countries. Bashir et al. (2021) found that in Pakistan, the impoverishing effects of OOP was 1.4% in 2015-16
period and which increased to 3.59% in 2018-19. Therefore, this indicates that the impoverishing effect of
OORP is increasing in some countries. This calls for concerted efforts from the policymakers both national and
international to look into the menace of OOP expenditures on health care. This would help the world to end
the extreme poverty by 2030 enshrined in the SDGs.

The main impacts of OOP measured in the reviewed papers are basically catastrophic impact and the
impoverishing effects (poverty impact). The non-poor households fall into poverty due to OOP expenditure,
and those who are already poor are pushed deeper into the poverty trap. This impoverishing effect is called
medical poverty or medical poverty trap. Inpatient care has been found, to be more catastrophic relative to
outpatient care payments.

Methodology and research methods. Assam is located in the North-Eastern part of India. As per the 2011
India census, Assam has a total population of 31,169,272. The density of population of the State as per 2011
census is 397 as against India’s density of 382. Assam is ranked 15th position in terms of density of population
in the country. In 2011 the literacy rate of the state was 73.18 percent out of which, male literacy rate was
78.81 percent and female literacy rate was 67.27 percent. According to the census report of 2011, 86 percent
of the state population lives in rural areas and only 14 per cent lives in urban areas.

The primary data is based on recent survey data from Chirang district of Assam. The total area of the
district is 1,169.9 km? It is bordered by Bhutan on the north, by Kokrajhar district on the west, Bongaigaon
on the south and by Baksa district on the east. For the livelihood, people mainly depend on agriculture (more
than 70 percent), and other activities like fishing, small businesses, construction works, government
employees etc. This district has the highest percentage of households living below the poverty line (India
Census, 2011). Moreover, Chirang district has only 76 numbers of Sub-Centres, taking the second least
number in Assam (RHS, 2011). It has only 24 Primary Health Centres, only 02 number of Community Health
Centres, 01 number of District hospital and 0 (zero) number of Sub-divisional hospital. Thus, Chirang district
is one of the most backward and the poorest districts in Assam.

Sampling Design. From Chirang district, two major development blocks i.e., Borobazar Block and Sidli
Block have been selected. 16 villages and 12 villages were surveyed from Borobazar block and Sidli Block
respectively. From each block, 288 households were surveyed, taking the equal number of households from
poor and non-poor type of households. Therefore, 576 households were selected. Out of these 576 households,
288 households were poor households and 288 were non-poor households. Thus, 576 households were
selected by multistage sampling method. The households were selected purposively, meaning only the
households which had made any health care expenditure for the last one year (365 days) preceding the survey
date, were selected. It could be either outpatient or inpatient expenditures. For the Inpatient care 365 days of
the recall period has been used, and for the outpatient care six months the recall period was used.

Poverty Impact of Out-of-Pocket Health Care Expenditure. Catastrophic headcount captures only the
incidence of any catastrophic occurring due to OOP, whereas, catastrophic payment gap also captures the
intensity of the occurrence. Therefore, catastrophic payment gap and the intensity of poverty have been
estimated with the help of the methods introduced by Wagstaff and Doorslaer (2003) in their work
«Catastrophe and impoverishment in paying for health care: with applications to Vietham 1993-1998x». This
method has been used widely by many scholars in health care studies. In this method, the poverty impact of
OOP expenditure is defined as the difference between the average level of poverty before health care payments
and that after payments.

Poverty Headcount. The poverty headcount is calculated through the following formula:

Hp=post Hp-pre Hp 1)

The pre-payment (i.e. pre-OOP) «poverty headcount» is calculated by comparing household’s
consumption expenditure gross of payments for health care with the poverty line defined by the planning
commission of India (2001) i.e.,

pre Hp (pre poverty headcount) =%Z 1(X; < PL) %Z 1(X; < PL) 2
where, X;is the per capita consumption expenditure (in rupee), PL is the poverty line (in rupee) and N is

the sample size. The Poverty Line is taken as Rs. 828.00 (which is the poverty line used for rural areas of
Assam by the Tendulkar Committee in 2011-12).
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Similarly, the post-OOP payment ‘poverty headcount’ is computed by netting out health care payments
from a household’s consumption expenditure and then comparing with the poverty line, i.e.,

Post H; (post poverty headcount) =%Z 1((X; —00P) < PL)%Z((XL- — 00P) < PL) 3)

where, X; is the per capita consumption expenditure (in rupee), PL is the poverty line, N is the sample size,
and OOP is the out-of-pocket payment on health care of the family.

OOP being positive, equation (3) i.e. post poverty headcount results in a higher headcount ratio and greater
number of individuals below the poverty line (BPL) compared with that of pre poverty head count for equation
(2). Therefore, an additional number of individuals moving below the poverty line because of OOP
expenditures is provided by:

H,= post Hp, — pre Hp 4)

Poverty Deepening (Intensity of Poverty). Similarly, poverty deepening or intensity of poverty is measured
by calculating the average «poverty gap» as defined by:

G=post G —pre G (5)
where

Pre G=——3. P;(PL — X, (6)
Post G=-%. P;(PL — (X; — 00P) — 3% Pi(PL — (X; — 00P) — 3 @)

where Pi=1, if (At = PLI(XT = PL) 5 js Zero otherwise.

Therefore, the «average poverty gap», or poverty deepening in terms of the average amount by which
people go below the poverty line because of OOP expenditures is measured by:

G= post G-pre G

Results. Table 1 shows the average annual income of the sample households as Rs. 180426.75
(Median=125000 and Mode=45000) ranging from Rs. 20,000 to Rs. 80, 0000 with the range Rs. 78, 0000.
Lower income households with income category up to Rs. 75000 is 49.5 % (N=285). The middle income
category is 10.2% (N=59), and they are in the income category of Rs. 7500 — Rs. 200000, and the higher
income households with the income category of greater than Rs. 200000 is 40.3 % (N=232). Thus, the majority
of the households in the sample are in the lower income category, followed by higher income category. 99.0%
(N=285) of the poor households are in the lower income category i.e., income up to Rs. 75000 and only 1.0%
(N=3) poor households are in the middle income category of between Rs. 75001 — Rs. 200000 (Table 1). And
the distribution of households by type of health care expenditure is shown in Table 2.

Table 1. Income Category of the Households (Annual INR)

Mean Median Mode* Minimum Maximum Range
180426.74 125000.00 45000.00 20,000 800000 780000
Income category
Income category Frequency Percent
Lower (< Rs. 75,000) 285 49.5
Middle (Rs.75,001-Rs.2,00,000) 59 10.2
Higher (=Rs. 2,00,000) 232 40.3

Note: * multiple modes exist, the smallest value is shown
Sources: developed by the author.

Table 2. Distribution of Households based on Type of Health Expenditure

Type of Expenditures Households
Frequency Percent
Households who had OOP Expenditure only on Inpatient Care 127 22.0
Households who had OOP Expenditure only on Outpatient Care 278 48.3
Households who had OOP Expenditure both on Inpatient and Outpatient 171 29.7
Total OOP Expenditure of the Households 576 100.0

Sources: developed by the author.
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Table 3. Average Total Out-of-Pocket Expenditure by Economic Characteristics

Medical Expenditure’ Associated Expenditure’  Total Expenditure®
Three Income category Mean Median Mean Median Mean Median
e Lower (<Rs. 75,000) 8903.59 4100.00 1144.38 700.00 9975.31 5000.00
e Middle (Rs.75,001- 7240.33 4800.00 818.98 200.00 7816.94 5000.00
Rs.2,00,000)
e Higher (>Rs. 2,00,000) 19362.32 9950.00 1909.31 1300.00 21654.35  12000.00
Household’s Economic Mean Median Mean Median Mean Median
Status
e Poor 9086.54 4205.00 1171.01 700.00 10185.64  5000.00
e Non-Poor 16805.00 7700.00 1667.29 1100.00 18730.93  9000.00
Total 12945.77 6200.00 1419.15 900.00 14458.28  7000.00
Maximum 350000
Minimum 100
Mean 14458.29
Median 7000.00
N 576

NOTE: = Out-of-pocket expenditure on registration, medicines, diagnostics, blood, doctor s fee & bed charges; = out-of-pocket
expenditure on food and transportation associated with medical care; 3=aggregate of medical expenditure and associated expenditure

Sources: developed by the author.

The study found the higher income group of households making higher OOP expenditure compared to
lower, and middle income group of households. Likewise, the poor households make lower OOP expenditure
compared to non-poor households. For instance, the average OOP expenditure for the poor households is Rs.
10185.64 (Median (M) = 5000.00) as against Rs. 18730.93(M=9000.00) of the non-poor households. Thus,
there is a difference of Rs. 8545.29 between the OOP expenditure of the poor and the non-poor households
(Table 3). Furthermore, this is also observed in households which had made OOP expenditure only on
inpatient, households which made OOP expenditure only on outpatient care, and the households which had
made OOP expenditure both on inpatient and outpatient. For instance, the mean OOP expenditure of the
households which had expenditure both on inpatient and outpatient cares is Rs. 22554.80(Median (M)
16200.0) which ranges from a minimum of Rs. 1500.00 to a maximum of Rs. 218000.0. The difference in the
expenditure between the lowest and the highest group is Rs. 13497.42 (Table 4).

Table 4. Average OOP Expenditure of households who had expenditure both on Outpatient and

Inpatient
Medical Expenditure! Associated Total Expenditure®
Expenditure?

Family Income Category (INR) Mean Median Mean Median Mean Median
e Lower (<Rs. 75,000) 12970.29 10450.00 1603.71  1400.00 14711.00 12055.00
e Middle (Rs.75,001-Rs.2,00,000) 20505.00 18715.00 3045.00 3350.00 24550.00 22250.00
e Higher (>Rs. 2,00,000) 25950.21 18700.00 2481.37  2100.00 28208.42 20800.00
Household’s Economic Status Mean Median Mean Median Mean Median
e Poor 13243.94 10600.00 1638.87  1400.00 15017.89 12610.00
e Non-Poor 25559.00 18350.00 2499.00 2100.00 27906.00 20900.00
Total 20445.73 14450.00 2141.87  1800.00 22554.80 16200.00

Maximum 218000.0

Minimum 1500.0

Mean 22554.80

Median 16200.0

N 171

NOTE: 1= Out-of-pocket expenditure on registration, medicines, diagnostics and doctor ’s fee; >= out-of-pocket expenditure on food
and transportation associated with medical care;*=aggregate of medical expenditure and associated expenditure

Sources: developed by the author.

Table 5 shows the average OOP expenditure of households which had expenditure only on inpatient care.
The average OOP expenditure of the households is Rs. 28916.22 (Median=15000.00). The NSS 71 round’s
finding on health care expenditure shows the average inpatient expenditure in Assam as Rs.14810 (Rural=Rs.
6966 and Urban=Rs. 47064), against the all India average inpatient OOP expenditure of Rs.
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18268(Rural=Rs.14939 and Urban=Rs.24436). Thus, the OOP expenditure found in this study is much higher
than the NSS findings, despite the fact that both the surveys used the same recall period for the inpatient
treatment (365 days).

Table 5. Average OOP Expenditure of Households which had expenditure only on Inpatient Care

Medical Expenditure’ Associated Total Expenditure®
Expenditure?
Family Income Category (INR) Mean Median Mean Median Mean Median
e Lower (<Rs. 75,000) 19490.58  10500.00 2715.94 1700.00 21741.45 12000.00
e Middle (Rs.75,001-Rs.2,00,000)  16600.00  17000.00 2355.56  2500.00 17844.44 20000.00
e Higher (>Rs. 2,00,000) 35095.92  15000.00 3553.06  2200.00 41053.06 17000.00
Household’s Economic Status Mean Median Mean Median Mean Median
e Poor 19603.52  10500.00  2738.03 1700.00 21889.58 12000.00
e Non-Poor 32537.50  14900.00 3362.50  2200.00 37825.00 17000.00
Total 25306.69  13000.00  3013.39 1800.00  28916.22  15000.00
Maximum 350000
Minimum 2720
Mean 28916.22
Median 15000.00
N 127

NOTE: = Out-of-pocket expenditure on registration, medicines, diagnostics and doctor s fee; >= out-of-pocket
expenditure on food and transportation associated with medical care;3=aggregate of medical expenditure and
associated expenditure.

Sources: developed by the author.

This could be due to greater prevalence of poor health status in the study area, or due to huge dependence
on private health care. It has been found that out of 127 households which made OOP expenditure only on
inpatient, 94.5% had OOP expenditure in the private health care, which includes both poor and non-poor
households. Therefore, for the inpatient care, people in the study area depend more on the private health care
services. This might be further aggravated by lack of health insurance facilities, because none of the
households which were selected for the survey had either private or public health insurance facilities during
the time of survey.

Table 6. Average OOP Expenditure of Households which had Expenditure only on Outpatient

Medical Expenditure!  Associated Expenditure? Total Expenditure®
Family Income Category (INR) Mean Median Mean Median Mean Median
° Lower (< Rs. 75,000) 1950.38 1000.00 181.4452 50.0000 2144.08 1000.00
e Middle (Rs.75,001- 3517.05 3000.00 201.1364 150. 0000 3484.09 3000.00
Rs.2,00,000)
e Higher (=Rs. 2,00,000) 3489.66 2700.00 376.4773 300.0000 3777.39 3000.00
Household’s Economic Status Mean Median Mean Median Mean Median
e Poor 1950.38 1000.00 181.45 50.00 2144.08 1000.00
e Non-Poor 3498.79 2800.00 318.03 200.00 3679.62 3000.00
Total 2685.59 1730.00 246.30 100.00 2873.18 2000.00
Maximum 19000
Minimum 100
Mean 2873.18
Median 2000
N 278

NOTE: = Out-of-pocket expenditure on registration, medicines, diagnostics and doctor ’s fee; = out-of-pocket
expenditure on food and transportation associated with medical care;*=aggregate of medical expenditure and
associated expenditure.

Sources: developed by the author.

Thus, it has revealed that the higher income group of households spends higher OOP expenditure than the
lower income households. This indicates the positive relationship between income and OOP expenditure,
which is in line with the Grossman theory of demand for health, where health is considered as a normal good.
This signifies that the higher income groups of people value their health more than the lower income group,
and they consider the health expenditure as an investment and not wholly consumption expenditure. Or it
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could be that even though the poor people value their health, but since their capacity to spend on health care
is lower than the richer income groups, their expenditure is lower than their richer counterparts. This is evident
from the poor household’s inability to seek treatment (treatment forgo) when they needed health care due to
lack of money. Research has shown that the poor are less likely to report illness than the rich. Furthermore,
literature shows that 27% of all sick persons in India who do not seek any medical advice cited lack of means
(financial constraint) as one of the major reasons, even though facilities were available.

Table 7. Average Out-of-Pocket (OOP) Expenditure as Percentage of Total Annual Income of the

Households
Households Characteristics Percentage of Income spent on OOP expenditure on health care (in %)

Total OOP Households Households Households

Expenditure Expenditure Expenditure Expenditure only on
Three Income category both on only on Outpatient Care

Inpatientand  Inpatient Care
Outpatient
Care

Lower (< Rs. 75,000) 23.60 35.13 50.65 3.49
Middle (Rs.75,001-Rs.2,00,000) 4.79 15.32 12.03 1.66
Higher (>Rs. 2,00,000) 6.08 7.91 11.27 1.00
Household’s Economic Status
Poor 23.68 35.15 49.99 3.49
Non-Poor 5.57 8.07 10.82 1.11
Total 14.62 19.31 32.72 2.30

Sources: developed by the author.

However, although the absolute expenditure of the higher income group of households is higher than the
lower income groups, there is a negative relationship between the income of the households and the burden
of OOP expenditure. This is because the lower income households” OOP expenditure in proportion to income
is found to be higher than the higher income group of households (Table 7). For instance, in the case of total
OOP expenditures, the lower income households’ (up to Rs. 75000) OOP expenditure in proportion to income
is 35.13% as against 15.32% of the middle income households, and 7.91% of the higher income households
(Table 7). Similar situation is seen for the households which had OOP expenditure both on inpatient and
outpatient. The OOP expenditure in proportion to income is 35.15 as against 8.07 of the non-poor households.
The same situation is seen in the case of households with OOP expenditure only on outpatient care (Table 6),
and the households which had OOP expenditure only on inpatient (Table 7). Thus, this clearly shows that the
burden of OOP expenditure falls more on the lower income group of households than the higher income
groups. This negative relationship between income and OOP expenditure is regressive in nature. This
phenomenon is the regressive consequence of the health care system, where OOP expenditure is considered
as the major means of financing health care. The poor households are hit harder than the non-poor households.
Thus, this regressive effect of OOP expenditure makes the lower income households and the poor households
to bear higher burden of OOP expenditure than their richer counterpart.

Composition of Out-of-Pocket Expenditure. Figure 1 shows that the major share of OOP expenditure both
in the case of outpatient and inpatient health care is on medicines (46.19% in case of inpatient care and 57.58%
in the case of outpatient care). This is followed by doctor’s fee (22.55%) and diagnostic (11.14%) in case of
inpatient care, and 18.02% for diagnostic tests, and 14.23 for the doctor’s fee n case of outpatient care. The
least is on blood transfusion (1.51%) and registration with 2.0% leaving out bribes (which was also included
but no one reported to have paid bribe). Thus, expenditure on drugs is the highest component of for both
inpatient and outpatient care. Similar findings have been shown by other studies. For instance, 72 percent of
OOP expenditures (74 percent in rural areas, 67 percent in urban) are drug-related (Levinson, 2016). Further,
Garg and Karan (2008) found that purchase of drugs constitute 70 percent of the OOP expenditure in the rural
areas and 60 percent in urban areas in India. Therefore, this finding is in line with the other findings (Levinson,
2016 and Garg and Karan, 2008). Expenditure on drugs is the most catastrophic expenditure which pushes
households into poverty.
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Figure 1. Composition of OOP Expenditure for households (Inpatient and Outpatient) (%)
Sources: developed by the author.

Poverty Estimates. Table 8 shows the poverty impact of OOP expenditure. The pre-expenditure poverty
headcount (pre Hp) is 5.4 percent (N=15) and the post-expenditure headcount (post Hp) after deducting the
OOP expenditure on outpatient health care from total consumption expenditure is 6.5 percent (N=18). In other
words, there is an increase of poverty headcount after OOP expenditure accounting, by over four times to 1.1
percent (N=3). Thus, the additional number of households falling into poverty is 3 (1.1percent). The increase
in the poverty headcount (post Hp) for the households which had OOP expenditure only in the inpatient health
care expenditure is 15.8 percent (N=20). The pre-expenditure poverty headcount before OOP expenditure on
inpatient was 5.5 percent (N=7). After the OOP expenditure has been taken into account, poverty headcount
(post OOP poverty) increased to 21.3percent (N=27). Therefore, due to inpatient OOP expenditure, 20 more
households fell below the poverty line.

Table 8. Poverty Impact Estimation of out-of-pocket Health Expenditure
Households with only Households with Households with only Total Health

Outpatient only Inpatient both on Outpatient and Expenditure?
Expenditure* Expenditure” Inpatient Expenditure?
Poverty Headcount
Number Percent Number Percent Number Percent Number
Pre-expenditure 15 5.4 7 55 10 5.8 32 5.6
Headcount
(pre-Hp)
Post- 18 6.5 27 21.3 31 18.1 76 13.2
expenditure
Headcount
(post-Hp)
Poverty Impact 3 11 20 15.8 21 12.3 44 7.6
(post Hp-pre-
Hp)

Sources: developed by the author.

With regard to the households which had OOP expenditure both on outpatient and inpatient, prior to OOP
expenditure, 10 households were found to be poor, and when the OOP expenditure has been taken into
account, 31 (18.1percent) households are found to be poor. Thus, the poverty impact of the OOP expenditure
made on both inpatient and outpatient is 12.3 percent, (N=21). In other words, 21 households became poor
due to OOP expenditure on inpatient and outpatient. Furthermore, 44 additional households became poor due
to total OOP expenditure. Prior to OOP expenditure, out of 576 households, only 5.6percent (N=32)
households were found to be living below Rs. 828 (official poverty line for Assam). However, after OOP
expenditure has been accounted, 13.2percent (N=76) households are found to be living below Rs. 828. Thus,
7.6percent more households became poor due to OOP expenditure. Thus, sizable increase in poverty has been
seen due to OOP expenditure on health care. The phenomenon is more pronounced in the case of inpatient
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care and total OOP expenditure than the OOP expenditure on outpatient. This shows that OOP expenditure
on health care is one of the important causes of creating additional poverty. This has been also found by earlier
studies made by Krishna (2010), Wagstaff and Doorslaer (2003), Garg and Karan (2009), Rashad and Sharaf
(2015). In India, the planning commission also admitted that around 39 million Indians are pushed into poverty
because of OOP expenditure every year. The incidence of catastrophic expenditure due to health care costs is
increasing and is one of the major contributors to poverty (Levinson, 2016).

Poverty Deepening (Intensity of Poverty) of OOP Expenditure. The poverty gap or deepening refers to the
aggregate of shortfalls from the poverty line due to OOP expenditure. The method of estimation has been
adopted from the work of Wagstaff and Doorslaer (2003) and which has also been used by Garg and Karan
(2009) in India. Several studies have been done on poverty intensity, or by how much a household move down
from the poverty line (Wagstaff and Doorslaer, 2003, Doorslaer et al., 2006, Garg and Karan, 2009, Ghosh,
2010 etc.). The estimation of poverty gap requires setting of the threshold level of poverty line, for this purpose
the official poverty line Rs. 828.00 (which is the poverty line used for rural areas of Assam by the Tendulkar
Committee in 2011-12) has been used.

Table 9. Estimation of Poverty Intensity due to OOP Expenditure on Health Care (Rs)

Households Households with Households with both Total Health

with only only Inpatient on Outpatient and Expenditure’
Outpatient Expenditure® Inpatient Expenditure?
Expenditure*
Pre-expenditure Gap (pre-G) 136.33 156.17 136.02 140.57
Post- expenditure gap (post- 153.53 762.94 275.68 419.85
G)
Poverty Impact —Gap (post G 17.20 606.77 139.66 279.28
- pre G)

Sources: developed by the author.

In the case of only outpatient OOP expenditure, the average poverty gap increased to Rs. 153.53 from Rs.
136.33. The poverty impact gap (difference between pre-G and post-G) is Rs. 17.20 (Table 9). The intensity
of poverty in the case of OOP expenditure only on inpatient care is more than the outpatient OOP expenditure.
For instance, the average gap without OOP expenditure taken into consideration is Rs. 156.17. This increased
to Rs. 762.94 when the OOP expenditure is taken into account. In other words, the poverty impact gap (pre-
Gap minus post-Gap) is Rs. 606.77. For the households which had OOP expenditure both on inpatient and
outpatient, the poverty gap prior to OOP expenditure is Rs. 136.02, which increased to Rs. 275.68 after OOP
expenditure has been accounted. Thus, there is an increase of gap by Rs. 139.66. The aggregate of OOP
expenditure (total OOP expenditure of 576 households) has poverty gap of Rs. 140.57. This increased to Rs.
419.85, after the OOP expenditure has been taken into account. The poverty impact gap of the overall OOP
expenditure is Rs. 279.28.

Thus, the most severe OOP expenditure has been observed in the case of the households which had OOP
expenditure only on inpatient where the poverty impact is the highest i.e., Rs. 606.77, followed by the total
OOP expenditure where the poverty impact is Rs. 279.28. The least severe is found to be in the case of OOP
expenditure for only outpatient, where the poverty impact (intensity of poverty) is only Rs. 17.20.

Conclusions. The OOP expenditure is large in the study area, especially in case of inpatient health care.
The burden of OOP expenditure is more on the poor and low income households compared to higher income
households. This is regressive in nature. And the expenditure on medicines (drugs) dominates both in case of
inpatient and outpatient health care. This is followed by fee payments to doctors for consultations or services
rendered. It has been found that OOP expenditure pushes households into poverty. However, it is observed
that hospitalization (inpatient care) treatment has more serious effect on the economy of the household
compared to the OOP expenditure on non-hospitalization or outpatient care. The poverty gap of the overall
OOP expenditure is Rs. 279.28, which varies between outpatient care and inpatient care. For instance, it is Rs.
17.20 for households which had OOP expenditure only on outpatient care as against Rs. 606.77 for the
households which had OOP on inpatient care only. For the households which had OOP expenditure both on
outpatient and inpatient, the poverty gap is Rs. 139.66. Thus, it reveals that OOP expenditure on inpatient care
is more severe and has the higher potential to push the households into poverty relative to the OOP expenditure
on outpatient care. The Pradhan Mantri Jan Arogya Yojana launched in 2018, also known as Ayushman Bharat
and which is the India’s commitment to Universal Health Coverage, will be a great relieve for the poor

32



.Q ARMG PUBLISHING 3 sC | en d o Health Economics and Management Review, 4, 2022
“Thinking ahead” ISSN 2786-4634 (print) ISSN 2786-4626 (online)

households when implemented effectively. This will go a long way in facilitating the achievement of the
ambitious goals of the SDGs like ending poverty in all its forms and to end hunger.

Acknowledgment and Research Funding: The author thanks the UGC-Ministry of Education,
Government of India for the grant of UGC-NET-JRF & SRF. This paper is a part of the PhD work which was
funded by the aforementioned agency. The author also thanks Prof. Nirankar Srivastav, retired Professor of
Economics, North Eastern Hill University, Shillong, India, who was the PhD supervisor.

Conflicts of Interest: Authors declare no conflict of interest.

Data Availability Statement: Not applicable.

Informed Consent Statement: Not applicable.

References

Amakom, U., & Ezenekwe, U. R. (2012). Implications of households catastrophic out of pocket (OOP)
healthcare spending in Nigeria. SSRN, 1 (5). Retrieved from [Link]

Bansal, A. A.(2014). Catastrophic Health Expenditures: Why Leave Out the Non Users?. International
Journal for Research in Management and Pharmacy, 3(3). Retrieved from [Link]

Bashir, S. Kishwar, S., & Salman (2021). Incidence and determinants of catastrophic health expenditures
and impoverishment in Pakistan. Public Health, 197, 42-47. [Google Scholar] [CrossRef]

Berman, P., Ahuja, R., & Bhandari, L. (2010). The impoverishing effect of healthcare payments in India:
new methodology and findings. Economic and Political Weekly, 65-71. Retrieved from [Link]

Garg, C. C., & Karan, A. K. (2009). Reducing out-of-pocket expenditures to reduce poverty: a
disaggregated analysis at rural-urban and state level in India. Health policy and planning, 24(2), 116-128.
[Google Scholar] [CrossRef]

Geofrey, M. J. (2013). Poverty and Catastrophic Impacts of Out Of Pocket Health Payments across Social
Sub-Groups in Tanzania (Doctoral dissertation, University of Dar Es Salaam).

Ghosh, S. (2011). Catastrophic payments and impoverishment due to out of-pocket health spending.
Economic and Political Weekly, 2011, XLVI (63-70). Retrieved from [Link]

Gopalan, S. S., & Das, A. (2009). Household economic impact of an emerging disease in terms of
catastrophic out-of-pocket health care expenditure and loss of productivity: investigation of an outbreak of
chikungunya in Orissa. India. Journal of vector borne diseases, 46(1), 57. PMID: 19326709. Retrieved from
[Link]

Krishna, A. (2011). One illness away: Why people become poor and how they escape poverty. Oxford
University Press. [Google Scholar]

Ladusingh, L., & Pandey, A. (2013). Health Expenditure and Impoverishment in India. Journal of Health
Management, 15(1):57-74. [Google Scholar] [CrossRef]

Lee, T. J. (2011). Paying out of pocket for health care in Korea: Change in catastrophic and poverty impact
over a decade. Retrieved from [Link]

Levinson, J. (2016). 63 million Indians are pushed into poverty by health expenses each year—and drugs
are the chief cause. The Centre for Disease Dynamics, Economics & Policy. Retrieved from [Link]

Loganathan, T., Lee, W. S,, Lee, K. F., Jit, M., & Ng, C. W. (2015). Household catastrophic healthcare
expenditure and impoverishment due to rotavirus gastroenteritis requiring hospitalization in Malaysia. PLoS
One, 10(5), e0125878. [Google Scholar] [CrossRef]

Oudmane, M., Mourji, F., & Ezzrari, A. (2019). The impact of out-of-pocket health expenditure on
household impoverishment: Evidence from Morocco. International Journal of Health Planning and
Management, 34(4), 1569-1585. [Google Scholar] [CrossRef]

Panikkassery, A. S. (2020). Impact of Out of Pocket Health Expenditure on Consumption Pattern of Below
Poverty Line Households in India. Millennial Asia, 11(1), 27-53. [Google Scholar] [CrossRef]

Rashad, A. S., & Sharaf, M. F. (2015). Catastrophic and impoverishing effects of out-of-pocket health
expenditure: New evidence from Egypt. American Journal of Economics, 5(5), 526-533. [Google Scholar]

Saksena, P., Xu, K., & Durairaj, V. (2010). The drivers of catastrophic expenditure: outpatient services,
hospitalization or medicines. World health report, 21. Retrieved from [Link]

Salari, P., Giorgio, L.D., llinca, S., & Chuma, J. (2019). The catastrophic and impoverishing effects of out-
of-pocket healthcare payments in Kenya, 2018. BMJ Global Health, 4(6), e001809. [Google Scholar]

[CrossRef]

33


https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2789762
http://www.raijmr.com/ijrmp/wp-content/uploads/2017/11/IJRMP_2014_vol03_issue_03_10.pdf
https://scholar.google.com/scholar?cluster=35168354442386308&hl=ru&as_sdt=0,5
https://doi.org/10.1016/j.puhe.2021.06.006
http://www.jstor.org/stable/25664359
https://scholar.google.com/scholar?cluster=14096030684807262237&hl=ru&as_sdt=0,5
https://doi.org/10.1093/heapol/czn046
http://www.jstor.org/stable/41720524
https://pubmed.ncbi.nlm.nih.gov/19326709/
https://scholar.google.com/scholar?cluster=14252571581712621201&hl=ru&as_sdt=0,5
https://scholar.google.com/scholar?cluster=11924048372901392621&hl=ru&as_sdt=0,5
https://doi.org/10.1177/0972063413486031
http://ebookbrowse.com/rp254-takemijournal1-lee-pdf-d57080924
http://cddep.org/blog/posts/63_million_indians_are_pushed_poverty_health_expenses_each_year%E2%80%94and_drugs_are_chief_cause#sthash.9pEN66vC.dpbs
https://scholar.google.com/scholar?cluster=11990145453398195475&hl=ru&as_sdt=0,5
https://doi.org/10.1371/journal.pone.0125878
https://scholar.google.com/scholar?cluster=2858238466586755573&hl=ru&as_sdt=0,5
https://doi.org/10.1002/hpm.2848
https://scholar.google.com/scholar?cluster=11931463510647969944&hl=ru&as_sdt=0,5
https://doi.org/10.1177/0976399619900608
https://scholar.google.com/scholar?cluster=12194883274340229994&hl=ru&as_sdt=0,5
https://www.researchgate.net/profile/Varatharajan-Durairaj/publication/234058246_The_Drivers_of_Catastrophic_Expenditure_Outpatient_Services_Hospitalization_or_Medicines/links/0912f50eaf07fa3695000000/The-Drivers-of-Catastrophic-Expenditure-Outpatient-Services-Hospitalization-or-Medicines.pdf
https://scholar.google.com/scholar?cluster=15164698007765501642&hl=ru&as_sdt=0,5
http://dx.doi.org/10.1136/bmjgh-2019-001809

Health Economics and Management Review, 4, 2022

4 . d iq ARMG PUBLISHING
ISSN 2786-4634 (print) ISSN 2786-4626 (online) » sciendo

“Thinking ahead"

Thakur, H. P., Ghosh, S., Mariappan, M., & Bhatia, M. (2009). User Fees in India’s Health Sector: Can
the Poor Hope for Any Respite?. Artha Vijnana, 51(2), 139. Retrieved from [Link]

Van Doorslaer, E., O’Donnell, O., Rannan-Eliya, R. P., Somanathan, A., Adhikari, S. R., Garg, C. C,, ...
& Karan, A. (2006). Effect of payments for health care on poverty estimates in 11 countries in Asia: an
analysis of household survey data. The lancet, 368(9544), 1357-1364. [Google Scholar] [CrossRef]

Van Doorslaer, E., O’Donnell, O., Rannan-Eliya, R. P., Somanathan, A., Adhikari, S. R., Akkazieva, B.,
... & lIbragimova, S. (2005). Paying out-of-pocket for health care in Asia: Catastrophic and poverty
impact. Link: Erasmus University, Rotterdam and IPS, Colombo. Retrieved from [Link]

Van Minh, H., Phuong, N. T. K., Saksena, P., James, C. D., & Xu, K. (2013). Financial burden of household
out-of pocket health expenditure in Viet Nam: findings from the National Living Standard Survey 2002—
2010. Social science & medicine, 96, 258-263. [Google Scholar] [CrossRef]

Wagstaff, A., & Doorslaer, E. V. (2003). Catastrophe and impoverishment in paying for health care: with
applications to Vietnam 1993-1998. Health economics, 12(11), 921-933. [Google Scholar] [CrossRef]

Wagstaff, A., Flores, G., Smitz, M.F., Hsu, J., Chepynoga, K., & Eozenou, P. (2018). Progress on
impoverishing health spending in 122 countries: a retrospective observational study. The Lancet, Global
Health, 6(2), e180-e192. [Google Scholar] [CrossRef]

Zeng, W., Lannes, L., & Mutasa, R. (2018). Utilization of Health Care and Burden of Out-of-Pocket Health
Expenditure in Zimbabwe: Results from a National Household Survey. Health Systems & Reform, 4(4), 300-
312. [Google Scholar] [CrossRef]

J:xoen Bacymatapi, PhD, acucrent, Ypsinosuii koiemk bxaparinacana st )iHOK

BuTtpaTtn Ha 0XOpOHY 310pOB’sl Ta iX BIUIMB Ha OiHicTh y Bpa3auBomy mraTi Accam B Inaii

BurpaTti 70MOrocronapcTs Ha OXOPOHY 3/I0POB’Sl € OJJHAM 13 BUCHKJIMBUX (DaKTOPIB, IO CIIPUYUHSIOTH SBHUIIE
0igHOCTI cepel| HaceneHHs. Maio3abe3neueHi MpeCTaBHUKU CYCIIbCTBA, 10 HE MIIKIIOYEH] 0 MPorpaM MeJuYHOro
CTpaxyBaHHsI, € HAHOLIBII BPa3IMBUME BEPCTBAMH, SIKUM Ba)KKO ITPOTHUCTOSITH IIOKOBUM CTaHaM B cepi rpoMaiCbKoro
3I0pOB’sl. 3BHYAKHI METOIM OILHIOBAaHHS PiBHS OIHOCTI HE BPaXOBYIOTh BUTpPATH OXOPOHM 3JIOPOB’S, IO MOXE
3aHWXKYBATH LIei piBeHb. ABTOPOM IHOT'0 IOCHIPKEHHSI POaHANTi30BaHO PiBEHb O1JHOCTI Ta HETATUBHI HACIIAKHA BUTPAT
Ha OXOPOHY 3[I0POB’s 1100 3pocTaHHs piBHsI OigHocTi. [lani Oynu 3i0paHi 3 paiiony UipaHr iHaiiiceKoro mraty Accam.
AmHanizoBaHa TEPUTOpisi € BUCOKOBPA3JIMBOIO Yepe3 ETHIUHE HACUIILCTBO, BOMOBHUYICTh Ta MPUPOJHI JIMXa, Taki SK,
HAINPHKJIIAJ, TTOBEHI, SIKi MepekKHUBAE PErioH AecATWIITTAMU. [lepioa BiIKIMKaHHS CTaliOHAPHOI JOTIOMOTH CTAHOBHUTH
365 nHIB 1 IiCTh MICAIB U aMOYTaTOpHOI JOMOMOrd. PiBeHb 0iJHOCTI OLIHEHUH SK PI3HULIL MiXK NOTOYHHM PIBHEM
0iHOCTI Ta TonepeAHiM piBHeM OinHocTi. [lonepenHii piBeHb 01THOCTI PO3paXOBAHUIA IIISIXOM MTOPIBHSHHS BUTPAT Ha
CHOXKMBAHHS JIOMOTOCIIOZIAPCTB BaJOBHUX IUIATEXKIB 32 OXOPOHY 370pOB’sl 3a JIOMOMOTrO0 JIiHIT 0iJHOCTI, BU3HAYEHOT
Kowmiciero 3 mmanyBanns [amii Big 2001 p. Omnara micnst orat «['0j0BHA OIAHICTEY) 00YKCIIEHA IIUIIXOM BUBEICHHS
BHUIUIAT OXOPOHH 3JI0POB’sI 3 BUTPAT HA CIIOKUBAHHS JIOMOT'OCITOIAPCTBA, a MOTIM Yepe3 MOPIBHSIHHS 3 MEXer0 O1IHOCTI.
IurencuBHicTh GimHOCTI Oysa oliHEHa 3a JOMOMOrOK METOfiB, BBemeHHx Barcradgom Tta Doorslaer y 2003 p.
JloMorocnoaapcTBa 3 BUIIMM J0XOIO0M OijIblIe BUTPAYarOTh Ha OXOPOHY 30POB’s, HIK JOMOTOCIIONApCTBa 3 HIXKYUM
noxomoM. Tsrap BUTpaT Ha OXOPOHY 340POB’S BHIUMH IUIsl TOMOTOCIIOAAPCTB 3 HIKYUM JOXOIOM, OCKIIBKH YacTKa
BUTPAaT Ha OXOPOHY 3I0POB’S 1O 3arajbHOrO0 JOXOAY JOMOIOCIIONApCTB BHIIA cepex OiJHUX JOMOTOCIIONapCTB
TIOPIBHAHO 3 JOMOT'OCHOJAPCTBAMH 3 OUTBIINM JOXOJOM. 3aBHILNEHI BUTPATH HiAIITOBXYIOTh AOMOTOCHOJAPCTBA IO
6imHocTi. e GBI CKITAIHOIO € CHTYAIis 31 CTAliOHAPHOKO TOMOMOTOI0 MOPIBHSIHO 3 BHTpAaTaMU Ha aMOYIIaTOPHY
JIOTIOMOT'Y.

KurouoBi caoBa: BB Ha OifgHICTB, BHUTPAaTH IOMOTOCHOAAPCTB, CHCTEMa OXOPOHU 3/I0POB’S B CUIBCHKIii
micueBocTi, [aaist, Accam.
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