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ECONOMIC ANALYSIS  

 
A. Introduction 
 
1. The Ayushman Bharat - Health and Wellness Centre (HWC) is an approach of the 
Government of India to provide comprehensive primary health care (CPHC) encompassing 
preventive, promotive, curative, rehabilitative, and palliative care. Under one of the pillars of 
Ayushman Bharat is the need to establish 150,000 HWCs by 2022. Under the aegis of the 
National Urban Health Mission (NUHM), CPHC will be delivered to facilitate access to available 
health facilities, observing principles that ensure equity, quality, universality, and no financial 
hardship.1  
 
2. In May 2020 as a response to the coronavirus disease 2019 (COVID-19) pandemic, the 
government took the Ayushman Bharat a step further, and announced the Atmanirbhar Bharat 
package for the health sector, the Pradhan Mantri–Atmanirbhar Swasth Bharat Yojana (PM-
ASBY), to prepare health systems and institutions to respond effectively to the current and future 
pandemics and disasters. Taking learnings from the disproportionate concentration of COVID-19 
cases in urban areas, the package envisaged a new urban primary health care paradigm, aiming 
to establish a total of 10,380 new HWCs in urban areas in collaboration with urban local bodies, 
establish hub-and-spoke teleconsultation models for patients in HWCs, and establish specialist 
services through outpatient department polyclinics. 
 
3. The primary aim of Ayushman Bharat and the PM-ASBY program is to strengthen the 
delivery of CPHC through HWCs for urban populations, especially the poor and vulnerable. The 
Asian Development Bank (ADB) results-based lending (RBL) loan will support the Government of 
India in setting up 10,576 urban HWCs in 13 states by 2026.2 The outcome, and eventually the 
impact, emanate from outputs that are centered on strengthening the expansion and provision of 
services, increasing demand, and improving system efficiency. 
 
B. Rationale 
 
4. India’s health care system is underfinanced at 3.8% of gross domestic product (GDP),3 
compared to 6.6% at the global level, and 5.3% for lower-middle-income countries.4 Government 
spending on health services is just 1.18% of GDP, or 30% of total health expenditures as 
compared to 60% at the global and 44% at the lower-middle-income country levels. Per capita 
total health expenditures stood at $67 in 2017, much lower than $1,085 globally and $130 for 
lower-middle-income countries. Private out-of-pocket expenditures (OOPE) on health continue to 
be high with 60.6% of all health care spending in the country, much higher than 39% for lower-
middle-income countries (footnotes 3 and 4). Large OOPE, with over 50% on drugs and 10% on 
diagnostics, resulted in 7% of people becoming impoverished and 23% facing catastrophic health 

 
1  Government of India, Ministry of Health and Family Welfare (MOHFW). 2018. Ayushman Bharat: Comprehensive 

Primary Health Care through Health and Wellness Centers, Operational Guidelines. New Delhi: National Health 
Systems Resource Centre. 

2   The target for all of India is 15,211 HWCs by 2026. The 13 states are Andhra Pradesh, Assam, Chhattisgarh, 
Gujarat, Haryana, Jharkhand, Karnataka, Madhya Pradesh, Maharashtra, Rajasthan, Tamil Nadu, Telangana, and 
West Bengal.  

3  Government of India, MOHFW. 2019. National Health Accounts Estimates for India 2016–17. New Delhi: National 
Health Systems Resource Centre. 

4  World Health Organization. 2019. Global Spending on Health: A World in Transition. Geneva. 

http://www.adb.org/Documents/RRPs/?id=53121-001-3
http://www.adb.org/Documents/RRPs/?id=53121-001-3
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expenditures in 2014.5 In urban areas, 4.8% of the population were impoverished due to 
outpatient expenditures and medicines, and most of them were in lower income quintiles.6  
 
5. Primary health care gives greater value for money and enables better health outcomes at 
lower costs. The National Health Policy 2017 calls for two-thirds or more of total health care 
resources to be in primary care.7 However, total primary care expenditures were only 45% of the 
estimated $80.3 billion expenditure in health care in fiscal year (FY) 2017 (ended March 2017), 
with budgetary allocation to primary health care at 52% (footnote 3).  
 
C. Demand Analysis 
 
6. India’s out of pocket, “pay per visit” model exposes a deep conflict between the payer and 
provider group. There is no economic rationale and incentives to adopt technology, provide 
promotive, and preventive care, refer patients responsibly, track outcomes, and keep costs down. 
The government system is based on salary-based providers who lack the motivation to drive 
quality or adopt new methods. Poor quality of services, doctor’s absenteeism, long waiting time, 
and unavailability of drugs and diagnostics are often quoted as reasons that prevent people from 
using public facilities for outpatient treatment.8  
 
7. The National Rural Health Mission (NRHM) launched in 2005, and the Janani Suraksha 
Yojana (JSY) that focused on reproductive and child health services, and cash incentives for 
delivering in public health facilities, led to increased utilization of public facilities for childbirth. 
From 2004 to 2014, they also led to a decline in average medical expenditures for childbirth in 
public facilities by 36% in rural areas and 5% in urban areas.9  

 
8. However, the focus on maternal and child health led to neglect of chronic care and 
noncommunicable diseases (NCDs).10 In recent years, more than two-thirds of the ailments 
reported were on noninfectious diseases. With the expanded range of services for NCDs, better 
availability of primary public facilities, and rising OOPE in private facilities, the percentage of the 
population using public providers for outpatient care in urban areas has increased from 21.2% in 
2014 to 26.2% in FY2018. Further, OOPE when using urban public facilities shows a decline of 
23.9% over 3.5 years or 6.8% per annum (OOPE per ailment treated for the bottom three income 
quintiles in 13 states declined from $6.6 in 2014 [in FY2018 prices] to $5.1 in FY2018).11 However, 

 
5  C. C. Garg. 2017. Need for Health Financing Reform Strategy to Promote Progress towards Universal Health 

Coverage. Partnership to Fight Chronic Diseases Newsletter. http://fightchronicdisease.in/wp-
content/uploads/2017/05/PFCD%20India%20Newsletter_April%202017%20copy.pdf. 

6  R. Goyanka, C. C. Garg, and S. Prasad S. 2019. Impoverishment Due to Out of Pocket Health Expenditures: 
Measurement and Comparison Across Different Surveys in India. Indian Journal of Human Development. 13 (2). 
pp. 121–134. 

7  Government of India, MOHFW. 2017. National Health Policy 2017. New Delhi. 
https://www.nhp.gov.in/NHPfiles/national_health_policy_2017.pdf. 

8  M. Mohanan, K. Hay, and M. Nachiket. 2016. Quality of Health Care in India: Challenges, Priorities, and the Road 
Ahead. Health Affairs. 35 (10). 1753–1758.  

9  C. C. Garg, J. Pratheeba, and J. Negi. 2018. Utilisation of Health Facilities for Childbirth and Out-of-Pocket 
Expenditure: Impact of Government Policies. Economic and Political Weekly. LIII (42). pp. 53–61.  

10  Government of India, MOHFW. 2016. Report of the Taskforce on Comprehensive Primary Care Roll Out.  New 
Delhi. http://www.nhsrcindia.org.   

11  Government of India, Ministry of Statistics and Programme Implementation. 2016.  Health in India, NSS 71st Round 
(January–June 2014). New Delhi: National Sample Survey Office; and Government of India, Ministry of Statistics 
and Programme Implementation. 2019. Key indicators of Social Consumption: Health. NSS 75th Round July 2017–
2018. New Delhi: National Sample Survey Organisation.  

http://fightchronicdisease.in/wp-content/uploads/2017/05/PFCD%20India%20Newsletter_April%202017%20copy.pdf
http://fightchronicdisease.in/wp-content/uploads/2017/05/PFCD%20India%20Newsletter_April%202017%20copy.pdf
https://www.nhp.gov.in/NHPfiles/national_health_policy_2017.pdf
http://www.nhsrcindia.org/
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this decline was mainly (10.4%) in the middle income quintile.12 While the use of private providers 
for outpatient care is still high, there has been a decline in use of private facilities by 1.4% per 
annum (from 78.8% to 73.8% over 3.5 years). In FY2018, OOPE for outpatient care in private 
facilities for the bottom three income quintiles in the 13 states was $7.3 higher than OOPE in 
public facilities, compared to $6.7 for real OOPE difference in 2014, implying a 2.6% increase per 
annum (footnote 11). OOPE for outpatient care in urban facilities in the 13 states is estimated to 
be 1.06 times the OOPE for all states, and for the bottom three income quintiles it is 93% of OOPE 
for all income quintiles (footnote 11). 
 

D. Alternative Analysis 
 

9. ADB is supporting the government to strengthen the health care delivery system in urban 
areas in 13 major states (footnote 2) with a loan of $300 million, the first phase for FY2021–
FY2024. The delivery of CPHC through urban primary health centers, urban HWCs (UHWCs), 
and polyclinics would build on the existing system and requires change management and systems 
design at various levels in order to reach its full potential. The RBL Program aims to support both 
supply- and demand-side interventions to strengthen capacity in urban health care delivery to 
ensure equitable access to and increased demand for quality CPHC among the urban poor.  
 

E. Cost–Benefit Analysis 
 

10. Financing. The financing for the RBL Program will come from both central, and state 
government resources. It is expected that a total of $1,129 million will be required during FY2021–
FY2024, of which $300 million will come from ADB loan, $377 million from the central government, 
and $452 million from the state governments. By the nature of RBL, ADB’s contribution cannot be 
separated from the overall program achievements. Therefore, the economic analysis looks at the 
overall program’s cost and benefit analysis, not just ADB financing. 
 

11. Economic costs. The economic costs of the RBL program were estimated using the 
expenditure framework, projected costs, and increased demand to cover the disbursement-linked 
indicators, and program targets. Capital and recurrent costs were calculated. Baseline 
nonrecurrent economic costs of $40 million were estimated for FY2020 based on 2,512 
operational HWCs in the 13 states as of March 2020. The costs for FY2021–FY2024 were 
calculated based on an additional 3,389 urban primary health centers and UHWCs expected to 
be operational during this period. The projected recurrent costs after FY2024 were calculated 
based on average inflation at 5% per annum. The economic life of the program is assumed to be 
20 years. An exchange rate of ₹71 to $1 was used (based on the average for FY2020). The 
economic price was estimated using a shadow exchange rate factor of 1.037.13 The year-wise 
program costs for FY2021–FY2026 based on the current expenditure framework and projected 
costs are shown in Table 1.  

 
  

 
12  V. R. Muraleedharan et al. 2020. Invest More in Public Health Care Facilities: What do NSSO 71st and 75th Rounds 

Say? Economic & Political Weekly. 55 (37). pp.53–60. 
13  ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Loan to India for the 

Madhya Pradesh District Roads II Sector Project. Manila. 
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Table 1: Yearly Capital and Recurrent Costs  
($ million) 

  Center Share  State Share Financial Costs Economic Costs 

ADB 
Contribution 

Fiscal  
Year Capital Recurrent Capital Recurrent 

Capital 
(center  
+ state) 

Recurrent  
(center  
+ state) 

Capital 
(center  
+state) 

Recurrent  
(center  
+ state) 

2020 39 73  49 49 122 40 125.47  

2021 1.1 90 0.7 60 1.8 149 1.85 154.07 118 
2022 2.0 131 1.3 88 3.4 219 3.48 225.68 64 
2023 2.9 185 1.9 123 4.8 309 4.91 318.27 59 
2024 3.7 262 2.5 174 6.2 436 6.36 449.58 59 
2025 4.7 274 3.1 182 7.8 456 8.01 470.26  

2026 5.5 286 3.7 191 9.1 477 9.41 491.89  

Note: The fiscal year (FY) of the Government of India ends on 31 March. “FY” before a calendar year denotes the year in which the 
fiscal year ends, e.g., FY2020 ends on 31 March 2020. 
Source: Asian Development Bank.  
 

12. Economic benefits. The expected benefits of the program are increased access to 
services, improved population coverage, reduced OOPE, reduced utilization of private facilities 
for outpatient treatment, reduced risks for diseases, and subsequently, more disability-adjusted 
life years (DALYs) averted for the target population. These benefits can be grouped into two:14 (i) 
incremental benefits to meet additional demand, and (ii) nonincremental benefits to replace 
existing supply. 
 
13. Beneficiary population. This is the population that will be impacted by the program. The 
target population is the urban population in the selected 13 states. The beneficiary population is 
the bottom 60% of the urban population, i.e., those who would directly benefit from CPHC 
expansion. The beneficiary population for productivity savings through DALYs is estimated by 
using the working population ratio of 33.9% based on the 2017/18 Labor Force Survey.15 For 
benefits arising out of the OOPE savings, the beneficiary population is those with footfalls in the 
public sector. Footfalls for 2020–2026 are estimated based on the ADB results framework for 
CPHC and thereafter: a 5% increase is assumed in footfalls. Assuming three visits per patient in 
a year, the target population coverage increases from 1.9% in 2017/18 (footnote 11), to 3.2% in 
2020, to 6.9% in 2040. 

 
14. Costs saved through reduction in out-of-pocket expenditures. Savings in OOPE 
come from (i) those who would have shifted from using private facilities to HWCs, and (ii) from 
lower OOPE for those already using public facilities. The OOPE savings from a decline in use of 
private facilities (1.4% per annum) leads to a 2.6% per annum increase in savings in OOPE (para. 
8). This 2.6% is applied on an average base saving of $7.3 per outpatient ailment treated for the 
bottom three income quintiles in 13 states to calculate compounded savings, which ranges from 
$8 in 2020 to $13 in 2040. The increase in savings is justified, as private OOPE has been 
increasing and public OOPE has been declining. We estimate that 33.3% of footfalls (or one-third 
of the target population of 3.2% in 2020 [1.1%]) will have gained from a shift from private to public 
facilities. This 1.1% was estimated by assuming 75% of the 1.4% decline in use of private facilities 
since we expect more people from the three lower income quintiles to shift, rather than the higher 
income quintiles. The second part of OOPE savings would come from the average decline in 
OOPE of 6.8% per annum when using urban public facilities for outpatient treatment, 
compounded over the base OOPE of $5.1 in 2017/18 (para. 8). This leads to OOPE savings per 
ailment treated ranging from $1 in 2020 to $4.1 in 2040. These increasing benefits are applied to 

 
14 ADB. 2017. Guidelines for Economic Analysis of Projects. Manila. 

https://www.adb.org/sites/default/files/institutional-document/32256/economic-analysis-projects.pdf. 
15  Government of India, Ministry of Statistics and Program Implementation. 2019. Sarvekshana—Periodic Labour 

Force Survey (July 2017–June 2018), Part II. New Delhi. http://mospi.nic.in/asi-summary-results/844. 

https://www.adb.org/sites/default/files/institutional-document/32256/economic-analysis-projects.pdf
http://mospi.nic.in/asi-summary-results/844


5 
 

the balance of 66.7% of estimated footfalls (or 2.1% out of the target population of 3.2% in 2020) 
for those already using public facilities. As the target population increases from 3.2% in 2020 to 
6.9% in 2040 (para. 13), an increasing population would benefit from OOPE savings. Total OOPE 
savings from the PM-ASBY is calculated by multiplying per ailment OOPE savings by the 
estimated footfalls in urban HWCs.  
 
15. Disability-adjusted life years saved. The Global Burden of Disease Study provides 
DALYs for India for 2016 by disease groups.16 DALYs included for this analysis were based on 
service groups under CPHC guidelines and were estimated at almost 300 million for 2020.  Using 
the total population, DALYs per capita were estimated. The ratio was applied on the beneficiary 
population (60% of the urban population) at an incremental rate to calculate the DALYs averted 
from CPHC implementation. Only 10% of the total DALYs averted are assumed in FY2020. As 
the effectiveness of the interventions improve footfalls and treatment at HWCs, the percentage 
benefit is assumed to increase gradually (10% every year) to realize maximum 50% benefits by 
2024, after which it was kept constant.17 

 
16. Productivity gains due to reduction in disability-adjusted life years. The productivity 
saved was monetized using per capita income of the target population per productive working day 
saved due to DALYs averted.18 Based on the DALYs per capita, life expectancy (68.5 years) and 
252 productive days in a year, total number of productive working days lost in a year per person 
were calculated. Monthly per capita income of working population in urban areas was estimated 
by taking weighted average wages of the regular wage earners, casual laborers, self-employed, 
and industrial workers in the annual survey of industries (footnote 15). Using the shadow 
exchange rate, income saved from the DALYs averted per person per year was estimated at $8.6 
in 2020. Income saved from DALYs averted was assumed to increase by 5% each year for wage 
and productivity increases. The beneficiary population for productivity saving was calculated by 
using a working population ratio of 33.9% from the urban population in three lower income 
quintiles (para. 13).  

 
17. Cost–benefit analysis summary. The program costs include center, state, and ADB 
share for nonrecurrent expenditures for 2019–2025; and recurrent expenditures from 2020 
onward. The benefits were assessed for the bottom three income quintiles as to (i) increased use 
of public facilities for outpatient care in urban areas, (ii) reduced OOPE when using public facilities 
and shifting from private to public facilities for outpatient care in urban areas, and (iii) income 
saved from productivity gains from DALYs averted. Total economic benefits, costs, and DALYs 
averted over 20 years from 2020 to 2040 are shown in Table 2. The total benefits outweigh the 
economic costs of the program. The cost per DALY averted is $28.4, which is cost-effective.19 
 

 
16 World Health Organization. 2016. Global Burden of Disease. Geneva. 

https://www.who.int/healthinfo/global_burden_disease/GHE2016_DALYs-2016-country.xls?ua=1.  
17  K. Longfield et al. 2013. Putting Health Metrics into Practice: Using the Disability-Adjusted Life Year for Strategic 

Decision Making. BMC Public Health. 13 (2). Annual DALYs averted in 2011 increased approximately 50% over its 
total from 2009, as the focus on high-burden areas began to show real impact as a result of focused interventions. 
Steady growth in overall health impact is expected to continue in coming years. 

18 ADB. 2000. Handbook for the Economic Analysis of Health Sector Projects. Manila. 
https://www.adb.org/sites/default/files/institutional-document/32767/files/economic-analysis-health-projects.pdf. 

19  In the United Kingdom, the mean payment per treated patient made to primary care practices under the Quality 
Outcome Framework ranged from £0.63 for a cervical screening to £40.61 for a coronary heart disease (S. Walker 
et al. 2010. Value for Money and the Quality and Outcomes Framework in Primary Care in the UK NHS. British 
Journal of General Practice. 60 (574). pp. e213–e220). These incentive payments are considered cost-effective use 
of resources. See also S. Horton et al. 2017. Ranking 93 Health Interventions for Low and Middle-Income Countries 
by Cost Effectiveness. PLOS ONE. https://doi.org/10.1371/journal.pone.0182951. 

https://www.who.int/healthinfo/global_burden_disease/GHE2016_DALYs-2016-country.xls?ua=1
https://www.adb.org/sites/default/files/institutional-document/32767/files/economic-analysis-health-projects.pdf
https://doi.org/10.1371/journal.pone.0182951
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Table 2: Total Benefits and Costs Arising out of the RBL Program, 2020–2040 
Benefits and Costs Amount ($ ‘000) Number (‘000) 

Total Economic Benefits 14,992,510  
Health cost savings from 
OOPE reduction 3,911,613 

 

Productivity from DALYs 
averted 11,080,896 

 

Total Economic Cost  13,419,633  
Net Benefit  1,568,422  
DALYs Averted   472,592 
DALYs = disability-adjusted life years, OOPE = out-of-pocket expenditures. 
Source: Asian Development Bank. 

 
18. The key indicators in terms of economic internal rate of return (EIRR), net present value 
(NPV), and benefit–cost ratios for the baseline scenario are presented in Table 3. The benefit–
cost ratio shows 12% benefits over the cost of the program. The computed EIRR of 13.1% and 
NPV of $48 million at a 12% social discount rate indicate that the program is economically viable.  
 
F. Risk and Sensitivity Analysis 
 
19. The risk and sensitivity analyses were done with 5% increased costs, 5% decrease in 
benefits, and 5% decrease in footfalls. Table 3 shows the EIRR and NPV sensitivity analysis 
results. 

 
Table 3: Sensitivity Analyses for the RBL Program 

Indicators 
Baseline 
Scenario 

Scenario 1: 
5% Increase in 
Program Cost 

Scenario 2: 
5% Decrease in 

Program Benefits 

Scenario 3: 
5% Decrease in 

Footfalls 

NPV ($ ‘000) (@12%) 47,679 (128,878) (135,935) (727) 
EIRR (%) 13.1 7.6 7.2 11.6 
Benefit–cost ratios 1.12 1.06 1.06 1.10 
EIRR = economic internal rate of return, NPV = net present value. 
Note: Figures in parentheses are negative values. 
Source: Asian Development Bank. 

20. The EIRR and NPV indicate that the program is sensitive to changes in both costs and 
benefits, and are most sensitive to a decline in program benefits. The urban poor population will 
have positive accrued benefits if OOPE continues to decline when using public facilities and 
footfalls continue to decline in private facilities. To ensure decrease in OOPE, it is necessary to 
ensure adequate supplies of medicines and diagnostics at urban primary health centers and 
UHWCs, as expenditures on medicines and diagnostics comprise more than two-thirds of OOPE 
for outpatient treatment.  

 
21. Productivity benefits derived from DALYs averted are critical for program viability, which 
requires specific attention to prevention, promotion, and treatment activities. The three disease 
categories wherein the highest DALYs were lost and are part of CPHC guidelines are 
cardiovascular diseases, neonatal conditions, and mental and substance abuse. Allocation for 
these diseases through screening programs for hypertension, diabetes, certain cancers, and 
mental conditions can have a direct benefit in terms of lower productivity losses due to morbidity 
and mortality from these diseases and conditions.  
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G. Distribution and Poverty Analysis 
 
22. In 2014, OOPE health expenditures comprised 60% of all health care spending, which led 
to 4.8% of the urban population being impoverished due to spending on outpatient care and 
medicines (footnotes 3 and 6). Catastrophic health expenditures under public facilities fell from 
24% in 2014 to 15.1% in 2017/18 (footnote 12). Impoverishment ratios and households that face 
catastrophic health expenditures in lower income quintiles should be calculated at the end of the 
program to realize the benefits of the program. 
 
H. Sustainability Analysis 
 
23. Program implementation during the first 4 years will cost ADB $300 million. The central 
government will provide an additional $377 million, and the state governments $452 million. Total 
spending at 3.8% of GDP and government spending at 1.18% of GDP continue to be low. 
Government’s commitment to operationalize 15,250 UHWCs by 2026 may be achieved through 
this additional ADB funding; however, sustaining operational expenditures for this increasing 
number of HWCs requires additional financial commitment by the government. While the 
percentage of government revenues and expenditures to GDP has slightly increased over the last 
5 years (FY2014–FY2019) from 27% to 29%, GDP growth had fallen to 5% in FY2020 and is 
further contracting due to the COVID-19 pandemic.  
 
24. The RBL Program will be financially viable if the funding projected is made available and 
additional resources flowing from the union government are additional and not fungible. The 
absorptive capacity of state governments for additional funding for CPHC from the central 
government must remain high. State government allocations for NUHM should not be used to 
replace expenditure heads that were already being financed through different budgets of the 
government such as central, state, or municipal funding.  


