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ABSTRACT 

COVID has decimated the world and has forced attention on aspects that were largely ignored over the past three decades. 
The most of such aspect is the stark reminder that there is an urgent need to revamp the public health care system in India. India and 
the world has been eye witness to the devastation that COVID cause. It exposed the fact that India has under-invested in public health 
care. The pandemic has shown us that private healthcare and markets cannot be a substitute for a robust and efficient health care 
system. The paper deploys official statistics to identify the milestones in the growth of the public healthcare system in India and the 
focuses on the present-day challenges in the context of the devastation caused by the pandemic. Despite the possibility of the 
“pandemic” being downgraded into an “endemic”, it is imperative to note that Indians may still have to spend more than Rs.50,000 
crores by way of vaccination including booster doses. We opine that while there is substantial focus in terms of progress on various 
public health parameters like life expectancy and reduced mortality there is an urgent need to increase public investments in healthcare 
due to the increased prevalence and spread of lifestyle diseases, number of ailing persons apart from rapid urbanization and growth in 
population. The paper concludes by offering suggestions to improve public investments in healthcare which will invariably reduce the 
‘out of pocket’ expenses for citizens.  
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Introduction 

It is now universally acknowledged that COVID has devastated the global economy and countries like India have been more 
badly affected than others. India has witnessed the worst economic contraction among the large economies of the world. The possible 
withdrawal of economic stimulus creates the real possibility of gradual draining of liquidity in the next few years - a big risk for a 
capital deficient country like India. Thus, this creates a scenario where there is a need for the Central and State governments to 
increase its capital expenditure to revitalize the economy. However, considering the fact that a majority of the state governments are 
either fiscally strained or on the brink of financial crisis only the central government has the resources, albeit limited to invest. One of 
the best manners in which the government can improve the economy is by investment in public goods and infrastructure that will be 
useful for the next few decades. In the present scenario and the context of a realistic possibility that the world may never reach herd 
immunity against COVID, the best long-term investment is to invest in public health care system. Once these public investments 
increase, the private sector can add to the momentum by investing value added services required in the infrastructure needs.  
 
Literature Survey 
 A consequence of the 1991 post-liberalisation is the largescale private participation in the healthcare sector. This participation 
has increased concurrent to the withdrawal of the role of government in the public healthcare system in the country. The 
transformation of hospitals from a public service even within the private sector to one that is a booming business is well documented1. 
Atul Sharma, et.al point out that there is a need to move towards universal health care since it tends to help the poor and in the context 
of increased urbanization, it will be of great help to the urban poor2. Kanchan (2015) that the growth of private hospitals run with a 
profit motive have serious ethical implications while their quest for profits means that they forget that the primary purpose is to 
provide appropriate and timely treatment to patients3.  
 
Need for Investments 

There is a compulsive need as to why India should invest in the public health care system. Better health is not only a human 
right but also goes a long way in increase the economic productivity of the population. Any savings on healthcare expenditure means 
ability of households to divert the monies saved to other investments or consumption expenditure. Investments in public health care 

 
1  B Lefebvre, Hospital chains in India: the coming of age, Institut Français des Relations Internationales, (2010) 
https://www.ifri.org/sites/default/files/atoms/files/asievisions23blefebvre.pdf  
2 Atul Sharma, et.al (2020), “Out of Pocket Expenditure on Healthcare among the Urban Poor in India”, Economic and Political Weekly, Vol LV, 
Nos 32 and 33, 8 August 2020. 
3 Manu Kanchan (2015), “Business of Hospitals”, Economic and Political Weekly, Vol L, No 30, 25 July 2015.  
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are imperative due to the rapid urbanization - a global trend. It has been pointed out that presently more than 54% of the global 
population lives in urban areas. This is expected to increase to 68% by 2050.  

 
There is also a high multiplier effect on the economy for every rupee invested on healthcare. Studies in Europe have found 

that the fiscal multipliers of spending health in the domestic economy to be high at 1:4.3 for health. In the past (2014), in the case of 
Europe alone WHO estimated that the loss of labour productivity due to health issues cost 1.4% of GDP in Europe4.  In a study of the 
impact of health indicators for the period 1965–1990 for developed and developing countries, economic performance in developing 
countries increased significantly with an improvement in public health. Studies have proposed that an annual improvement of 1 year in 
life expectancy increases economic growth by 4%. It is imperative to note that building healthcare infrastructure itself will be a huge 
economic stimulus in the form of building the infrastructure and providing millions of jobs. In the EU, health and social activities 
provides about 11% of the total employment in the labour force while in India it is less than 1% of the total labour force.  

 
Out of pocket expenses (OPE) are one of the highest in India. Atul Sharma, et.al5 point out that the annual household 

healthcare expenditure ranged from Rs. 3,075 ($45) in West Bengal to Rs.8,569 in Telangana and all over India there is an increase in 
OPE across the social and economic pyramid. A trend of increasing OOP expenditure was observed and a majority (86%) of 
households reported the use of personal income as the main mechanism to cope with OPE, which ranged from 81% in West Bengal to 
98% in Rajasthan.  More importantly, insurance schemes were reported to be used by less than 1% of the households surveyed by 
them. This means spending on Public Health care has many benefits including facilitating savings while creating an economic 
stimulus.  
 
Public Health system: at the Brink 

India has one of the worst healthcare systems and infrastructure for a large economy. Despite improvements since 1947 
COVID has exposed the dismal and even dysfunctional nature of our healthcare system. India’s healthcare spending is abysmally low 
and has one of the lowest expenditures on healthcare as a percentage of GDP among the large countries: around 1.25%. The target of 
the government is to increase it to 2.5% of the GDP by 2025. The country ranks second-last among countries in its region in terms of 
public health spending as a share of its gross domestic product (GDP), according to the World Health Organization. With less than one 
per cent public health spending as a share of GDP, India lags behind Bhutan (2.5 per cent), Sri Lanka (1.6 per cent) and Nepal (1.1 per 
cent). Till COVID exposed the deficiencies, there was a mistaken impression that the public healthcare facilities were better in urban 
areas.  

 
As on 31st March, 2020, there are in rural and urban areas 155404 and 2517 Sub Centres (SC), 24918 and 5895 Primary 

Health Centres (PHCs) and 5183 and 466 Community Health Centres (CHCs). Despite these seemingly large numbers it is clear that 
compared to our needs, our health infrastructure is woefully short in terms of both physical and human resources. As per government 
statistics the shortfall of trained human resources for rural healthcare in 2019 (before COVID) was 12% shortage in sub-centres, 21% 
in Primary Health centres and 18% in community health centres across the country. According to the Indian Nursing Council, there 
are around 32.63 lakh nursing personnel registered in the country. There are 5085 Nursing Institutions in the country producing about 
3.35 lakh nursing personnel annually6. Severe shortage of Doctors and Nurses population ratio: the current availability of doctors to 
population ratio is 1:1511 while that of Nurses is 1:670. In contrast a 2016, World Health Organisation (WHO) report7 recommends a 
doctor ratio of 1:1000 while in the case of nurses it recommends 1:300. Thus, in terms of availability of doctors per India is at 45% of 
the global average while in the case of availability of nurses it is half the global average. India has only 11.6 lakh doctors of whom 
only 9 lakhs are working in the profession (Govt of India in parliament). Unfortunately, this shortage is happening at a time when 
there is an increase in number of ailing people8. This rise is happening even as non-communicable diseases and lifestyle disease 
spread in India. It was stated in Parliament that the official number of Diabetes patients in the age group 20 - 79 years was by last 7.7 
crores in 2019, an increase from 6.9 crore in 20159. 
 

 
4World Health Organisation, “The case for Investing in Public Health: A Public health Summary Report for EPHO 8”, (2014), 
(http://apps.who.int/iris/bitstream/handle/10665/170471/Case-Investing-Public-Health.pdf?sequence=1&isAllowed=y website last visited 2 October 
2021) 
5 Atul Sharma, et.al (2020), “Out of Pocket Expenditure on Healthcare among the Urban Poor in India”, Economic and Political Weekly, Vol LV, 
Nos 32 and 33, 8 August 2020. 
6 Reply to Unstarred Question in Lok Sabha: http://164.100.24.220/loksabhaquestions/annex/175/AU2820.pdf 
7 https://apps.who.int/iris/bitstream/handle/10665/250330/9789241511407-eng.pdf (Website last visited 2 October 2021) 
8 Ailing persons have been defined as those who were sick during a 15 day period 
9 Reply to Unstarred Question in Rajya Sabha - https://pqars.nic.in/annex/253/A78.pdf 
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Rural Health Care  
Rural health care system is completely overwhelmed and they are forced to cater to people far above the norms or are so 

widely distributed that their presence does not solve the problems. While the norm is for a sub-centre to serve an average population 
of 300-5000 persons the reality is that they serve 5729 persons while PHC serve 35730 person (norm: 20,000 to 30,000) and CHCs 
serve 1.71 lakhs (norm 80,000 to 1.2 lakhs). The average radial distance for a CHC in rural area is 13.77 kms while there is one PHC 
for 27 villages and one CHC for 128 villages10. In addition to this most do not have the equipment, infrastructure or the staff and can 
only dream of being fully stocked with medicines. The worst part of the rural infrastructure is that even in the sparsely populated hilly 
and tribal regions of the country, the number of people served by health infrastructure far exceeds the norms. This only indicates the 
massive neglect over the past few decades.  
  
Suggestions 

There is a need for the government to drastically increase investments on healthcare. At all levels there is a need for the 
governments and citizens to understand that investment in healthcare is an investment in public goods rather than an item of 
expenditure. Lakhs of crores of economic losses apart from the incalculable human costs due to COVID is the consequence of 
ignoring investment in public healthcare system. Moreover, our constitution guarantees various fundamental rights if we cannot 
provide even most important one: i.e., right to life then we will be failing in our constitutional duties? The tragedy is that we are a 
democracy that promises right to life but cannot even provide oxygen when it is needed the most. Hence, the time has come to invest 
in an elaborate public healthcare system - if necessary, by cutting or stopping various vote bank gathering schemes that are more 
consumption oriented. The first change that is needed if people have to live is to change the approach from one that focuses on 
providing facilities starting at the district headquarter level (or one that district HQ oriented) to one that provides health infrastructure 
like hospitals at the Taluk or Mandal level. Thus, the primary task for the central government should be to announce a 5- or 7-year 
plan where in the central government funds health infrastructure in the form of least a 20-25 bed hospital and oxygen plant at the 
Mandal level.  Second, if the history of other Corona viruses is any guide we should stop being in denial and quickly understand that 
COVID will continue to devastate India for at least the next 10 years before it become less lethal or even before people develop herd 
immunity. Moreover, a back of the envelope calculation indicates that Indians will have to spend at least Rs.50,000 crores annually for 
vaccines and probably an equal amount for post-COVID treatment. Thus, in order to fight future waves, every village, small towns 
and cities should have the ability to quickly build/put up temporary structures and maintain basic healthcare facilities at short notice of 
a day or two - like converting public areas into make shift camps as is done during wars or as was done during the Spanish Flu (1918-
20). Such preparedness and investments will also useful in the era of climate change when freak weather phenomenon like floods, 
landslides, etc can wreak havoc and also spread diseases. Such temporary structures can be put up for service in such emergencies. 
Suitable amendments may be carried out to the National and State Disaster Management Acts and appropriate funding may be set 
aside in the Union Budget and force the states to provide an equal matching grant.  
 
Conclusion 

Thus, to conclude, there is a need for a change in approach to public investment in health care, especially in the context of 
COVID. This is important because unlike in the past, this time any such natural disaster has the potential to combined with COVID 
can further destroy our life and economy. We opine that there is a need for the Union Government and the States to invest in public 
health care since it will lead to the creation of at least some sort of useful assets instead of vote bank led consumption-oriented 
subsidies.  
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