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Abstract 

Background: The Pradhan Mantri Jan Arogya Yojana (PMJAY), a publicly funded health insurance scheme for the 
poor in India, was launched in 2018. Early experiences of states with various purchasing arrangements can provide 
valuable insights for its future performance. We sought to understand the institutional agencies and performance of 
the trust and insurance models of purchasing with respect to; a) Provider contracting b) Claim management c) Imple-
mentation costs.

Methods: A mixed methods case study design was adopted. Two states, Uttar Pradesh (representing a trust model) 
and Jharkhand (representing the insurance model) were purposively selected. Data sources included document 
reviews, key informant interviews, quantitative scheme data from the provider empanelment and claims database, 
and primary data on costs. Descriptive statistics were reported for quantitative data, content analysis was used for 
thematic reporting of qualitative data.

Results: In both models, the state was the final authority on empanelment decisions, with no significant influence 
of the insurance company. Private hospitals constituted the majority of empanelled providers, with wide variations in 
district-wise distribution of bed capacities in both states. The urgency of completing empanelment in the early days 
of the scheme created the need for both states to re-review hospitals and de-empanel those not meeting require-
ments. Very few quality- accredited private hospitals were empaneled. The trust displayed more oversight of support 
agencies for claim management, longer processing times, a higher claim rejection rate and numbers of queries raised, 
as compared to the insurance model. Support agencies in both states faced challenges in assessing the clinical deci-
sions of hospitals. Cost-effectiveness showed mixed results; the trust cost less than the insurance model per benefi-
ciary enrolled, but more per claim generated.

Conclusions: Efforts are required to enable a better distribution and ensure quality of care in empanelled hospitals. 
The adoption of standard treatment guidelines is needed to support hospitals and implementing agencies in bet-
ter claim management. The oversight of agencies through enforcement of contracts remains vital in both models. 

© The Author(s) 2022. Open Access This article is licensed under a Creative Commons Attribution 4.0 International License, which 
permits use, sharing, adaptation, distribution and reproduction in any medium or format, as long as you give appropriate credit to the 
original author(s) and the source, provide a link to the Creative Commons licence, and indicate if changes were made. The images or 
other third party material in this article are included in the article’s Creative Commons licence, unless indicated otherwise in a credit line 
to the material. If material is not included in the article’s Creative Commons licence and your intended use is not permitted by statutory 
regulation or exceeds the permitted use, you will need to obtain permission directly from the copyright holder. To view a copy of this 
licence, visit http:// creat iveco mmons. org/ licen ses/ by/4. 0/. The Creative Commons Public Domain Dedication waiver (http:// creat iveco 
mmons. org/ publi cdoma in/ zero/1. 0/) applies to the data made available in this article, unless otherwise stated in a credit line to the data.

Open Access

*Correspondence:  kheya.furtado@gim.ac.in

1 Goa Institute of Management, Poriem, Sattari, Goa, India 403505
Full list of author information is available at the end of the article

http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/publicdomain/zero/1.0/
http://creativecommons.org/publicdomain/zero/1.0/
http://crossmark.crossref.org/dialog/?doi=10.1186/s12913-022-08407-2&domain=pdf


Page 2 of 18Furtado et al. BMC Health Services Research         (2022) 22:1056 

Background
Publicly financed health insurance schemes have been 
adopted by several low- and middle-income countries 
(LMICs) including India over the last decade, as one of 
the means of overcoming the challenges of the limited 
supply of publicly provided services and moving towards 
the goal of Universal Health Coverage (UHC) [1–3].

The Ayushman Bharat- Pradhan Mantri Jan Aro-
gya Yojana (PM-JAY), is India’s most recent national-
level publicly financed health insurance scheme and 
was launched towards the end of 2018. PM-JAY has 
replaced the earlier existing Rashtriya Swasthya Bima 
Yojana (RSBY) and aims to expand financial protection 
to approximately 7000 USD per year per family, conse-
quently also expanding the benefits package to include 
more secondary and tertiary treatments. The scheme 
also removed the earlier limit on the number of family 
members who could avail the benefits of the scheme and 
claims an eligible population of about 500 million benefi-
ciaries from the lowest socio-economic strata [4].

In assessing the effectiveness of RSBY and other ear-
lier existing publicly financed health insurance schemes, 
mixed findings have been reported. Outcomes such 
as access to care, as measured through hospitalization 
rates, appear to have improved in populations covered 
under these schemes [5, 6]. However, the impact on 
financial protection as measured through out-of-pocket 
expenditure and catastrophic headcounts was not sig-
nificant [6–10]. Studies exploring the institutional and 
governance arrangements of these schemes indicate 
challenges that may have limited the achievement of 
scheme objectives [11–14]. Several of these challenges 
relate to the institutional arrangements for healthcare 
purchasing adopted in these schemes.

The trust and insurance models are two alternative 
institutional arrangements for healthcare purchasing 
that have been adopted in the publicly financed health 
insurance schemes in India, including PMJAY. In the 
trust model, the public payer, termed the State Health 
Agency (SHA) is registered as a not-for-profit trust and 
purchases services directly from empanelled providers. 
Implementation support agencies (ISAs) may be con-
tracted to support the scheme administration functions 
of the trust [4]. In the insurance model, the state health 
agency can contract an insurance company to insure 
beneficiaries and pay providers for the pre-defined list 

of services, in return for a fixed premium per benefi-
ciary family unit covered. Here, insurers are responsi-
ble for authorizing treatments, processing claims and 
paying providers. Consequently, fraud detection and 
overall financial risk management are undertaken by 
the insurance company. Insurance companies may also 
further contract third party administrators (TPAs) to 
support their functions.

Studies on earlier schemes have indicated that when 
insurance company profits are linked to claim pay-
outs, there are incentives to unnecessarily reject claims 
or empanel a limited number of hospitals, or hospi-
tals with insufficient capacities to provide services 
[12–14]. Such misalignments of incentives between 
insurance companies and the government, suggest 
that healthcare purchasing through an insurance com-
pany may limit the achievement of programme objec-
tives that seek to expand access. On the other hand, 
arguments have also been made about the inefficien-
cies of government functionaries in administering 
large financing schemes within a trust, due to the lack 
of required expertise, inability to control supplier-
induced demand, or to absorb risk [13, 15], as also the 
fixed costs of setting up the state health agency.

The for-profit motives of private sector insurance com-
panies to minimize claims payouts and maximize profit, 
are in conflict with the objectives of such schemes, which 
were to increase healthcare access and financial protec-
tion for the beneficiary population [11, 14]. In analyz-
ing the contractual arrangements between the public 
payer (central and state governments) and private enti-
ties (insurers who functioned as purchasers and the 
healthcare providers), both, design and implementa-
tion indicated limited oversight and stewardship of the 
scheme by government [11, 12, 14]. Strategic purchas-
ing frameworks emphasize the necessary stewardship 
of purchasing arrangements by governments, to ensure 
that purchasing decisions reflect public health priori-
ties [16, 17]. Whether purchasing arrangements include 
only state entities, or a mix of public and private agencies 
contracted to increase capacities, experiences of other 
LMICs, as well as countries such as China and Thai-
land that have made rapid strides in their UHC journey, 
indicate that the capacities and incentives of purchasing 
agencies, and their oversight, can be important determi-
nants to effective purchasing [18–21].

Assessing the comparative performance of trusts and insurance companies in more states at later stages of scheme 
implementation, would be further useful to determine their cost-effectiveness as purchasers.

Keywords: Strategic purchasing, Provider contracting, Claim management, Purchasing model, Health insurance, 
Health financing, Universal health coverage, PMJAY, India
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In the context of these observations, it is important 
to understand the experience of the trust and insurance 
models of purchasing services in the newly launched 
PMJAY, in which states have been provided the choice 
of model to be adopted for these purchasing actions. 
Very limited peer-reviewed literature is available on the 
performance of the scheme since its launch [22–25]. 
This study originated based on requests from the policy 
designers and implementers of PMJAY, to provide early 
insights into the experiences of states adopting either 
model. Based on policymaker concerns around how 
states with either model were performing on the empan-
elment and claim management functions in this scheme, 
in light of adverse experiences with similar schemes 
as described above, we focussed on these two key pur-
chasing functions. Our objectives were; a) To provide a 
descriptive analysis of the institutional agencies for pro-
vider contracting and claim management in either model 
b) To assess performance on provider contracting c) To 
assess performance on claim management d) To under-
stand implementation costs; during the initial phases of 
implementation.

These findings would serve as guidance to policy mak-
ers on further decisions regarding purchasing functions. 
The study also adds to the existing literature on the expe-
riences of LMICs with different purchasing arrangements 
under health financing schemes, targeted at large sec-
tions of the population.

Methods
Study design and setting
We adopted a case study approach using mixed methods. 
Uttar Pradesh (UP, total population = 200 million, imple-
menting the scheme in trust mode) [26] and Jharkhand 
(JH, total population = 33 million, implementing the 
scheme in mixed mode with a predominantly insurance 
component) [27] were selected purposively in consul-
tation with the National Health Authority (apex body 
responsible for scheme implementation) as examples of 
states adopting different implementation models. For 
conducting interviews, we selected eight districts within 
Uttar Pradesh and four districts within Jharkhand, con-
sidering geographical and urban/rural mix.

Data collection
In this mixed methods approach, we used a combination 
of qualitative and quantitative data for analysis.

Qualitative data
Qualitative data consisted of scheme-related docu-
ments and in-depth interviews with implementing agen-
cies. For the former, we collated national guidelines and 
state level documentation on institutional structures 

and implementation processes, which included govern-
ment orders, contracts with partner agencies and meet-
ing records (see Supplementary Table  1, Additional 
File 1 for the list of documents reviewed). Based on the 
review of documents, exploratory and in-depth inter-
views were conducted with key stakeholders from the 
state health agencies, implementation support agen-
cies, third-party administrators, insurance company and 
empanelled health care providers (EHCPs); using a set of 
guiding questions and a semi-structured format. Addi-
tional in-depth interviews were conducted subsequently 
with stakeholders at the state and district level, includ-
ing District Implementation Unit (DIU) offices, district 
teams of implementation support agencies, district coor-
dinators of third-party administrators, hospital admin-
istrators/ owners and ‘ayushman mitras’ (AM), who 
were contracted staff based in empanelled hospitals and 
co-ordinated PMJAY related functions for the hospital. 
In total, in Uttar Pradesh, 48 officials were interviewed 
over 28 interview sessions (some officials agreed to joint 
interviews) and in Jharkhand, we interviewed 34 officials 
over 30 interview sessions (see Supplementary Table  2, 
Additional File 1 for respondents interviewed). Informed 
consent was taken prior to conduct of the interviews. 
Interviews were recorded where consent was obtained to 
do so. Where interviews could not be recorded, detailed 
notes were prepared which were further used for cod-
ing and extraction of themes. Data was imported into 
NVivo12, and textual analysis was carried out using open 
coding. At a secondary level, patterns emerging from 
the text were identified and the most common pattern is 
reported.

Quantitative data
We obtained data from the Transaction Management 
System, Hospital Empanelment Management system and 
Beneficiary Identification System of the PMJAY man-
agement information systems, for the period from Sep-
tember 2018 to April 2019 for both states (the scheme 
officially commenced on  23rd September 2018). These 
data were extracted by the National Health Authority and 
provided to us for the purpose of the study. For the analy-
sis of pre-authorization and claim approvals, rejections, 
turn-around-times and associated variables, information 
from hospitals within the two states from October ‘18 to 
March’19 were included representing the first six months 
of operationalization. To enable sufficient days for claim 
reimbursement processes to have been completed, claims 
with a decision provided up to the 8th of May 2019 were 
included, as Uttar Pradesh had adopted a 30- day guide-
line for claim reimbursements, in contrast to the 15-day 
national guideline. A random sample of 800 claims (400 
from each state) was extracted from the claim dataset, 
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in order to carry out the analysis of the number of que-
ries. Implementation cost data was collected from state 
health agencies though structured formats. Annual cost 
data was collected for the first year of the scheme start-
ing at the end of September 2018, and cost-effectiveness 
estimations were calculated for the first six months up to 
March 2019. The data was processed, and initial analysis 
carried out in MS Excel, with further analysis undertaken 
using SPSS v.21.

Analysis
The qualitative and quantitative data were analysed com-
plementarily and our results are presented along the 
following themes, as described below. We describe the 
methodological approach for each of our objectives.

a) Descriptive analysis of institutional agencies: This 
objective was aimed at exploring the questions below:

 i. What were the structures of the trust and 
insurance model, as had been set up in Uttar 
Pradesh and Jharkhand respectively?

 ii. What was the distribution of roles among 
agencies constituting each model, and spe-
cifically for the provider contracting and claim 
management functions?

 These questions were analysed qualitatively, through an 
in-depth review of scheme documentation and 
the interviews with implementing agencies.

b) Assessment of provider contracting: In order to 
understand the development of a provider network 
to serve eligible beneficiaries under the scheme, we 
explored this objective through a combination of 
quantitative and qualitative data. We explored the 
following questions to comprehensively assess pro-
vider contracting.

 i. What were the characteristics, distribution and 
quality of empanelled providers in each model?

 ii. What factors contributed to these findings on 
empanelled providers?

 The first question was analysed quantitatively, using data 
sources and indicators, as summarized in 
Table 1. We analysed the qualitative data the-
matically to obtain context and insights into 
possible factors contributing to our quantita-
tive findings. Key themes have been reported 
around processes adopted for empanelment, 
motivations among empanelled providers and 

measures adopted for ensuring quality of hos-
pitals contracted under the scheme.

c) Assessment of claim management: To assess the per-
formance of both models on claim management, we 
analysed both quantitative and qualitative data. Spe-
cifically, we explored the following questions:

 i. How did the efficiencies of the two models 
compare on claims processing with respect to 
timeliness of payments to providers?

 ii. What factors contributed to these findings?
 iii. How did claim rejection rates compare in the 

two models?
 iv. What were the challenges experienced in the 

claim auditing process?

 We analysed the first three questions mainly through 
quantitative data, supported by qualitative 
insights to corroborate our findings, and pro-
vide context and generate emergent themes 
such as the challenges experienced in claim 
auditing processes. Claim management effi-
ciency was assessed through turn-around 
times (TAT) of claim settlement and pre-
authorization decisions. TAT for claim set-
tlement was defined as the number of days 
taken from the time a claim was submitted by 
a hospital on the transaction management sys-
tem, to its final resolution, which could be the 
payment against the claim or rejection of the 
claim. TAT for pre-authorization decisions was 
considered as the number of hours from the 
time a hospital generates a pre-authorization 
request for a treatment package on the trans-
action management system, to the time it is 
approved or rejected. To obtain insights into 
factors contributing to payment timelines and 
delays, we reported the association of factors 
including, the number of queries raised on 
claims, hospital sector (public and private) and 
the value of claims, with the delays in claim 
payment. Claim rejection rates were the per-
centage of total number of claims submitted 
by empanelled hospitals, that were rejected for 
payment. Further details on the quantitative 
indicators and analysis methods are summa-
rized in Table 1.

d) Implementation costs: This objective was analysed 
quantitatively. The cost borne by government on the 
scheme has two parts – the first is the total claim 
amount reimbursed to empanelled hospitals and the 
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second is the administrative cost. The cost incurred 
on reimbursing claims is directly linked to case-
based treatment package rates, which were standard 
in both states, and a factor of the volume of claims 
and type of packages claimed. Administrative costs, 
on the other hand, are not standard between the two 
models, and are also affected by the amount of work 
performed. On implementation costs, we therefore 
explored:

 i. What were the annual administrative costs in 
either state?

 ii. What was the administrative cost- efficiency in 
the first six months?

Administrative costs heads included staff salaries, 
transportation, materials and miscellaneous costs, and 
the fees paid to contracted support agencies for one year 
since the start of the scheme. In the insurance model, 
administrative costs retained by the insurance company 
are linked to claims ratios achieved as per the contract 
terms, and unspent balances are to be returned to the 
state health agency. Claim ratios were defined as the 
total claim pay-out expressed as a percentage of the total 
premium earned by the insurance company. For a claim 
ratio of < 60%, up to 10% of the premium may be retained 
by the insurer as administrative cost, a figure that rises 
to 12% for a claim ratio of 60–70%, and 15% for a claim 
ratio of 70–85%. Based on the claim ratio achieved by 
Jharkhand in six months, we estimated the annual admin-
istrative cost as 10% of the premium, which was the most 
conservative estimate. Cost- effectiveness was measured 
using claims submitted and beneficiaries enrolled as the 
outputs.

Results
Overview of institutional agencies in the two models 
and distribution of roles in relation to provider contracting 
and claim management
Uttar Pradesh adopted the trust model, while Jharkhand 
adopted an insurance model for the major proportion 

of claims generated. A brief overview of the agencies in 
each state model and the distribution of key purchas-
ing functions among them, is described below. Table  2 
summarizes the variations in the distribution of roles 
among agencies in the two state models, with respect to 
provider empanelment and claim management. While 
the processes are largely similar, the distribution of roles 
vary. Under the trust mode, the state health agency is 
the final authority for claim reimbursements; whereas 
in the insurance mode, the insurance company is the 
authority on claim decisions, with oversight by the state 
health agency. In terms of provider contracting, state 
and district empanelment committees carry out similar 
processes in both models, however, these committees 
include a representative of the insurance company in 
Jharkhand.

State agencies and distribution of roles
In Uttar Pradesh, an existing trust formed for the imple-
mentation of the earlier RSBY scheme, was expanded 
in capacity to act as the state health agency for PMJAY 
implementation. It was headed by a Chief Executive 
Officer appointed from the Indian Administrative Ser-
vices and supported by senior public sector medical 
officers, leading various scheme functions. Despite the 
deputation of additional staff, the state health agency was 
short of the planned number of human resources dur-
ing the early days of scheme implementation (31 staff 
working out of 55 resources initially planned for recruit-
ment). Consequently, the available staff were found to be 
performing multiple functions related to scheme imple-
mentation. State health agency representatives formed 
a part of the state empanelment committees (SEC), the 
final authority on provider contracting. The state health 
agency was also responsible for auditing claims and reim-
bursing providers.

Contracted resources in the trust model in Uttar 
Pradesh included four implementation support agencies, 
one agency providing technical support for fraud detec-
tion, and technical resource persons positioned within 
the state health agency through development partners, 
who provided support on multiple functions, including 

Table 2 Distribution of roles among agencies involved in empanelment and claim management in the two models

Function Trust (Uttar Pradesh) Insurance (Jharkhand)

Provider contracting Final approvals provided by the state 
health agency through district and 
state empanelment committees

Final approvals provided by the state health agency through district and state empanel-
ment committees. These committees include a representative of the insurance company, 
among their members

Claim processing By implementation support agency, 
with verification and final decision 
on claims by the state health agency

By third-party administrators contracted by the insurance company, with random verifica-
tion of a sample claims by the insurance company. The state health agency only audits 
rejected claims and a sample of approved claims

Reimbursement of 
claims to providers

By the state health agency By the insurance company. State health agency pays the premium to the insurance 
company
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claim auditing. Implementation support agencies worked 
to support state health agencies in processing claims, 
and other functions. They were paid a fixed fee per eli-
gible beneficiary family and were monitored regularly by 
the state health agency, through performance measures. 
The implementation support agencies also set up state 
and district-level offices as per the contract terms and 
were required to provide technical support to empaneled 
providers.

In the insurance model of Jharkhand, unlike Uttar 
Pradesh, the state health agency was newly constituted 
for PMJAY. With only five staff appointed out of 31 rec-
ommended in Jharkhand, the staff shortage was even 
more pronounced compared to Uttar Pradesh. Most 
of the key functions such as processing empanelment 
of providers, reviewing doubtful claims and monitor-
ing third-party administrators, were handled by a single 
medical officer, who also conducted medical reviews, 
when required. Other staff included an accounts man-
ager, a manager of the management information systems, 
and a manager for awareness and communication. The 
state empanelment committee in Jharkhand was different 
from that of the trust, in that it included a representative 
of the insurance company.

Jharkhand contracted a public sector insurance com-
pany, who was paid a fixed premium per beneficiary 
family covered, and in turn reimbursed empaneled pro-
viders for their services, at fixed case-based payment 
rates (the provider payment methods and rates were 
uniform in both states). The insurance company in turn, 
sub-contracted three third-party administrators, who 
carried out administrative functions related to claims 
processing, among others. The insurance company was 
selected by the state health agency based on a bidding 
process. At the time of our study, as per contracts, the 
insurance company could retain a percentage of the pre-
mium as administrative costs which was linked to the 
annual claim ratio achieved (10%, 12% and 15% for claim 
ratios of 60%, 60–70% and 70–85% respectively). The 
remaining unspent premium amounts would have to be 
returned to the SHA. If the claim ratio exceeded 110% 
and went up to 150%, the state health agency would pay 
50% of the excess amount paid in claims. Beyond 150%, 
the insurer would have to bear all the losses. As against 
Uttar Pradesh, where the fee paid to implementation sup-
port agencies are fixed and not dependent on outputs, 
in Jharkhand, insurance companies have three levels of 
administrative fees that they can retain, as well as risk. At 
a claim ratio between 70 to 85%, the insurance company 
can retain the maximum proportion of the premium 
earned as its administrative fee. At claim ratios upward 
of 100%, insurance companies would have to bear finan-
cial losses. The implications of these payment terms with 

implementation support agencies and insurance compa-
nies are discussed at the end, in relation to our findings 
on claim volumes and management.

District agencies and distribution of roles
At the district level, the institutional structure com-
prised a district implementation unit (DIU) and the dis-
trict resources of the implementation support agencies, 
third-party administrators and district committees. Dis-
trict implementation units and implementation support 
agency offices in the district supported functions of the 
state functionaries within districts. They coordinated 
across stakeholders, i.e. patients, providers and the payer, 
for scheme operations. With respect to provider contract-
ing and management, DIU staff frequently approached 
hospitals to encourage them to be empanelled under the 
scheme, and visited empaneled hospitals to maintain 
oversight. DIUs also intervened to assist beneficiaries in 
approaching the appropriate hospitals for the treatment 
required. To assist in claim processing by the state health 
agency, DIU staff sometimes visited hospitals to verify 
beneficiary treatment details in person. In Uttar Pradesh, 
each DIU consisted of a nodal officer at the head, who 
was usually an existing health service officer given the 
additional charge of the PMJAY scheme oversight in the 
district. The DIU also comprised three contracted staff 
including a programme coordinator, information sys-
tems officer and grievance manager, each paid a fixed 
monthly salary. The DIUs in Jharkhand were not formed 
at the time of conducting this study, although they were a 
part of the proposed framework of implementation in the 
state and a notice to all districts had been issued by the 
state health agency for their formation. The operations of 
PMJAY at the district level were largely overseen by the 
civil surgeon of the district, who is the head of medical 
services in a given district. In addition, one member of 
the third-party agency was found assisting the overall 
implementation at the district level. There were also dis-
trict empanelment committees in both states to conduct 
field verification of hospitals and report these to the state 
empanelment committee.

Provider contracting
In this section, we begin with a brief overview of the 
processes adopted for empanelling hospitals under the 
scheme. We further report our findings on the character-
istics, distribution and quality of empanelled hospitals, 
and associated factors.

Hospital empanelment processes
Healthcare providers from the public and private sec-
tors fulfilling the empanelment criteria, are contracted 
to provide health services under PMJAY. In both models, 
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empanelment processes were carried out by the empan-
elment committees formed at the state and district level. 
The process for empanelment was similar in both the 
models, with the exception that in Jharkhand, the con-
tracted insurance company and third- party administra-
tor were a part of the empanelment committees, however 
this was not the case in Uttar Pradesh. We found that 
the accountability for provider contracting in both the 
states was mainly held by the state health agency, with 
the insurance company not having much of a say in the 
choice of providers, to be empaneled under the scheme.

The national guidelines outline the basic and clinical 
specialty-specific criteria that hospitals seeking empan-
elment under the scheme must meet. The mandated 
basic criteria apply uniformly to all hospitals, whereas 
specialty-specific criteria intended for tertiary care spe-
cialties have the flexibility to be adapted, keeping local 
circumstances in mind. Both of the studied states were 
found to have adopted the national criteria with no state-
specific modifications. Following a hospital’s application 
for empanelment on the information management sys-
tem, district committees conduct a field verification and 
report their findings to the state committee, which grants 
approval. For public hospitals, all those with in-patient 
care facilities were ‘deemed empaneled,’ and did not have 
to go through any formal empanelment process. Detailed 
data on public hospital infrastructure was also unavaila-
ble at the time. This indicated that a proper assessment of 
the adequacy and readiness of public hospitals to provide 
services as required by the scheme, was not carried out.

Characteristics and motivations of empanelled hospitals
It was observed that both states had a higher propor-
tion of private hospitals than public hospitals (75% in 

Uttar Pradesh and 65% in Jharkhand), among all empan-
eled providers (Table  3). In the absence of reliable data 
on available healthcare providers in the states, we were 
unable to ascertain the proportion of private healthcare 
providers who were empaneled under the scheme, in 
each state. The majority of empaneled private hospitals in 
Jharkhand (50%) were small, with less than 30 beds, while 
the majority in Uttar Pradesh were medium-sized hospi-
tals, with 30 to 100 beds (47.9%).

In both states, the hospital authorities stated that the 
expectation of higher patient volumes acted as an incen-
tive for them to be empaneled under the scheme. Some 
small hospitals in Jharkhand claimed that PMJAY benefi-
ciaries made up 70 percent to 80 percent of their patient 
load and that the scheme had increased their overall 
income. However, large hospitals with better facilities, 
stated that the primary motivation for empanelment was 
to support the needy and that they make no discernible 
profit from it at current reimbursement rates; while some 
hospitals stated that they have entered the scheme out of 
fear of losing patients to competing facilities. These state-
ments from large hospitals indicated that they did not 
consider PMJAY to be financially rewarding at the time. 
Despite these different responses from smaller hospi-
tals versus larger ones, private hospitals had been keen 
to be empanelled under PMJAY in the early days of the 
scheme. The state health agency authorities agreed with 
these rationales as they regularly interacted with empan-
eled hospitals.

“Suppose there are two hospitals and say one gets 
empaneled, everyone will come to him. No one will go to 
this other person. This way it’s a business competition. To 
stay in the game, they would have to get empaneled, or 
they would be left out” SHA 01, Jharkhand.

Table 3 Indicators of empaneled providers

a data for private hospitals

Uttar Pradesh Jharkhand

Total eligible beneficiary families 11,807,068 5,705,502

Total eligible beneficiaries 59,035,340 28,527,510

Number of hospitals empanelled 1724 615

Private: public hospital ratio 3:1 1.8:1

Private for-profit: private not-for-profit ratio 4.4:1 6.3:1

Number of beds  empanelleda 77,393 13,571

Small hospitals (< 30 beds)a 35% 50%

Medium-sized hospitals (30–100 beds)a 47.9% 40.5%

Large hospitals (> 100 beds)a 17% 9.1%

Median bed  strengtha 30 23

Number of National Board for Accreditation of Hospitals and Healthcare providers (NABH) 
accredited hospitals  empanelleda

83 of 236 6 of 10

Average number of specialities empanelled per  hospitala 5.43 3.65
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“Volumes have definitely increased because those 52 
patients which we have operated, I don’t think they would 
have got operated in private sector or general… We were 
expecting much more, and gradually number increased 
over and I think that volume will increase further..” Private 
hospital administrator 03, Uttar Pradesh.

“Package rates are very low. Medicine package rates 
are really low. The rates for non-Ayushman procedures 
are double of the Ayushman ones. We are just helping the 
nation.” Private hospital administrator 01, Jharkhand.

Distribution of empaneled hospitals
We used the beneficiary to bed ratio to assess the distri-
bution of empanelled private hospitals across the states. 
The availability of hospital beds under the scheme varied 
greatly in both states. Uttar Pradesh reported an over-
all beneficiary-to-bed ratio of 762 beneficiaries per bed, 
however the distribution was uneven, with some districts 
reporting a much better availability of beds than others. 
(Fig. 1). Similarly, Jharkhand reported 2102 beneficiaries 
per bed and a higher proportion of districts with very low 
bed densities.

Accreditation and quality of hospitals
As per national guidelines, both states offered financial 
incentives to hospitals accredited by the National Board 
for Accreditation of Hospitals and Healthcare provid-
ers (NABH), a recognized accreditation system for 
healthcare providers in India. In Jharkhand, six of the 

ten NABH hospitals were empaneled under the scheme. 
In Uttar Pradesh, 35% of NABH certified hospitals 
were empaneled, showing a significant disparity in the 
scheme’s involvement of hospitals with higher standards 
of quality certification (Table 3).

Both states conducted the empanelment process for 
hospitals for the specific purpose of PMJAY implemen-
tation, including visits for inspections. Interactions with 
the state health agency, district officials and empanelled 
providers revealed that in the early days of the scheme’s 
implementation, the goal was to empanel as many hospi-
tals as possible and quality could not be prioritised in all 
cases. The state health agency in Uttar Pradesh reported 
they were now focussing on ensuring that appropri-
ate hospitals remained empanelled, and new applica-
tions were being scrutinized more closely. Jharkhand 
announced that re-inspection of previously empanelled 
hospitals had begun. They also stated that approximately 
20 hospitals that were empanelled in the first three 
months were later de-empanelled, after it was discovered 
that they did not meet the criteria.

Claim management
In this section on claim management, we begin by out-
lining the salient features and differences between pre-
authorization and claim management processes in the 
two models, and the distribution of roles among agencies 
in Table 4. We then highlight our main observations on 
i) Timelines of claim processing and provider payments 

Fig. 1 District wise distribution of empanelled hospital beds. Maps created by authors using Gramener application tools (https://gramener.com/
map/ ). Maps are not to scale. Textured patterns indicate missing data for six districts in Uttar Pradesh
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ii) Reasons for delays in claim reimbursements iii) Claim 
rejection rates iv) Challenges in auditing claims.

Turn‑around time (TAT) efficiency in processing claims 
and pre‑authorizations
The states used turn-around-times (TAT) to monitor 
claim management processes. We found that in terms of 
pre-authorizing treatments within the stipulated time, 
both models reported delays in a significant propor-
tion of cases. A higher proportion of delays were seen in 
Jharkhand than in Uttar Pradesh (45.7% vs. 33.7%), how-
ever, both states reported a median TAT that was within 
the state-adopted guideline (Table 5). Pre-authorizations 
that remain un-approved and with no pending queries 
for over six hours, get auto approved by the online sys-
tem. It was also observed that of those cases exceeding 
the six -hour limit, 81.6% were auto-approved by the sys-
tem in Jharkhand, whereas only 29% were auto-approved 
in Uttar Pradesh. This may be indicative of the higher vol-
ume of pre-authorization requests, or a lower efficiency 

in timely approvals. Although the specific reasons for this 
difference could not be ascertained, the majority of the 
cases in Jharkhand, seemed to have been eventually auto-
approved by the system, which is not desirable.

A reverse trend was observed in claim payments, 
where a higher proportion were delayed in Uttar Pradesh 
than in Jharkhand (52.5% vs. 44.7%). Both states, how-
ever, reported a median TAT within the state guidelines 
in place at the time of conducting the study, with Uttar 
Pradesh exceeding the guideline by two days. The con-
tracts with the implementation support agencies and 
insurance company contain provisions for penalties in 
the case of delayed processing of pre-authorizations and 
claims. Providers were liable to receive their payments 
with interest if delayed beyond the norm. Pre-authoriza-
tion delays result in a penalty per request delayed. These 
are significant financial amounts; however, we did not 
find that these had been levied on the agencies within the 
first six months of scheme implementation.

Factors associated with delayed claim payments

Queries Interviews with empanelled hospitals indicated 
that the two states differed in their perception of time 
taken for payment. While the hospitals in Jharkhand gen-
erally expressed their satisfaction with timely payment, in 
Uttar Pradesh, the hospitals reported that payments took 
very long to be received. This was in line with the differ-
ence in state adopted guidelines for processing payments 
(15 days in Jharkhand versus 30 days in Uttar Pradesh). 
In the opinion of some third-party administrator manag-
ers and hospitals, many hospitals have shown interest in 
obtaining empanelment after witnessing the timely pay-
ment being made to other hospitals. Providers in Uttar 

Table 4 Key variations in pre-authorization and claim management processes in the two states

a National guideline is 15 days
b National guideline is 6 h

Uttar Pradesh (Trust) Jharkhand (Insurance)

Pre-authorization Some packages are pre-approved, the remaining are to 
be approved by the implementation support agency. 
Unspecified packages are approved upon inspection 
by the medical management team in the state health 
agency

Some packages are pre-approved, the remaining, 
including unspecified packages, are to be approved 
upon inspection by the medical doctor of the third-
party administrator

Claims Audits Initial auditing of claims generated by the providers is 
done by the implementation support agency, and is 
later verified by the medical management team of the 
state health agency

Claims were approved by the third-party administrator, 
while the insurance company and state health agency 
only conducted audits of a random sample of claims

Claims Rejection All final decisions on claims were provided by the state 
health agency, including rejections

Claims rejected by the third-party administrator were 
reviewed by the state health agency and the decisions 
would be reversed where deemed appropriate

Turn-Around Time (TAT) for  Claimsa 30 days 15 days

TAT for pre-authorizations b 6 h 6 h

Table 5 Timeliness of processing provider payments

Pre-authorization Uttar Pradesh
(n = 27,068)

Jharkhand
(n = 46,011)

Median TAT (all cases requiring approval) 3 h 15 min 5 h 5 min

Percentage cases in which TAT exceeds 
6 h

33.7% 45.7%

Cases exceeding 6 h that are system 
approved

29.4% 81.6%

Claim Processing Uttar Pradesh
(n = 44,931)

Jharkhand
(n = 91,780)

Median overall TAT 32 days 15 days

Proportion of claims wherein overall TAT 
exceeds the state guideline

52.5% 44.7%
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Pradesh appeared to be more troubled by the high num-
ber of queries raised on claims and repetitive nature of 
the queries. Public sector providers faced a manpower 
shortage, despite ayushman mitras being positioned in 
the hospitals. The high patient volumes treated there 
generated a significant workload and available man-
power appeared to be insufficient to manage the neces-
sary documentation required for processing claims. They 
expressed their dissatisfaction with the large number of 
queries, which delayed processes further.

“…first of all, queries are a big problem; and sec-
ondly, payments are very slow.” Private hospital 
administrator 02, Uttar Pradesh.
“…the number of queries is so large, that by the time 
they are answered, and they reach the Claims Pro-
cessing Doctor (CPD), about one and a half months 
go by.” Private hospital administrator 05, Uttar 
Pradesh.

We also found that Uttar Pradesh raised a higher num-
ber of queries ranging up to six per claim, whereas in 
Jharkhand, a maximum of four queries per claim were 
raised (n = 400 for each state). Queries largely consisted 
of requests for supporting documentation for the clinical 
procedures undertaken at the hospital. Delayed claim set-
tlements were predicted to a larger extent by the number 
of queries in Jharkhand, as compared to Uttar Pradesh 
(OR = 12.5 in Jharkhand; 2.3 in Uttar Pradesh, p < 0.01). 
This observation was likely due to the double audit-
ing process undertaken by  the implementation support 
agency and state health agency at Uttar Pradesh, in the 
early months of the scheme, which mainly determined 
timelines for claim reimbursements.

Type of hospitals and value of claims We also analysed 
the association between delayed claim payments and the 
hospital sector (public vs. private), and claim value.

We found that in Uttar Pradesh, 55% of the claims from 
private hospitals (n = 35,909) were settled late, whereas 
42.2% of claims from public hospitals (n = 8968) were 
delayed for reimbursement. In Jharkhand, a similar but 
smaller difference was observed in delayed claim settle-
ment between private (45.4%, n = 78,008) and public hos-
pitals (41%, n = 13,575).

We hypothesized that higher value treatment packages 
(higher claim amounts) would take longer to process, as 
more stringency would be applied to these claims. We 
therefore tested the correlation between these two vari-
ables, i.e. claim turn-around-time and value of treatment/

claim and found no correlation for neither Uttar Pradesh 
(r = 0.076, p < 0.01, n = 44,931) nor Jharkhand (r = 0.068, 
p < 0.01, n = 91,780). We therefore concluded that claim 
values did not necessarily influence the time taken to 
audit claims and provide a decision.

Claim rejection rates
Claim rejection rates were calculated for both the states, 
as the percentage of total number of claims submitted 
by empanelled hospitals, that were rejected for payment 
within the study period. Claim rejection rates were found 
to be higher in Uttar Pradesh (5.5%, n = 59,468) than in 
Jharkhand (1.2%, n = 100,260). The pre-authorization 
rejection rate was also higher in Uttar Pradesh than 
in Jharkhand (2.3%, n = 89,075 vs. 0.7%, n = 138,874). 
These findings were contrary to expectations and are fur-
ther elucidated in the discussion. In terms of the type of 
hospital, the rejection rate in Uttar Pradesh was higher 
for claims generated by private hospitals as compared 
to those generated in public hospitals (6% vs. 3.4%). In 
Jharkhand, the claim rejection rates for private and pub-
lic hospitals were the same (1.2%). The reasons for this 
observation merit further study.

Challenges in claims auditing
In order to monitor the quality of claim auditing car-
ried out, penalties were also levied by the trust in Uttar 
Pradesh on certain implementation support agencies, 
for wrongfully approved claims. During interviews, it 
emerged that these financial penalties were substantive, 
amounting to approximately 25,000 USD for about 20 
to 25 claims wrongfully approved, since the start of the 
scheme to the time of data collection. The state health 
agency was thus reportedly maintaining oversight and 
control of   the  performance of implementation support 
agencies. This was further explored from the point of 
view of the implementation support agency. It was per-
ceived that claim audits are largely the opinion of ‘one 
doctor against another’. In certain cases, a treating doc-
tor at the empanelled hospital is a specialist, more highly 
qualified than the implementation support agency clini-
cian reviewing the claim. The treating doctor may deem 
a certain treatment necessary for a patient on the basis of 
his own diagnosis. The documentation requirements of 
the scheme for approval of such claims, however, might 
imply that the doctor should follow a different diagnostic 
algorithm. This, in a sense, questions the clinical aptitude 
of the treating doctor. Implementation support agencies 
therefore justified their actions stating that question-
ing the doctor’s clinical judgement was not within their 
rights and hence approved certain claims where this 
might be the case. In other instances, there appeared to 
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be a disparity in the seniority of treating doctors and ISA 
clinicians appointed for approving claims.

“The problem of line of treatment could occur, for 
instance, a stent is placed in a patient, but the investiga-
tions done and documented do not prove that the patient 
had had a blockage or not and indeed needed a stent; or 
they just did the procedure to make money from the gov-
ernment. So, in such cases we may ask the treating doctor. 
But this can only be done by a qualified doctor, else the 
hospital can take action against us.” Implementation sup-
port agency official 02, Uttar Pradesh.

The similar challenge was also reported by the third-
party administrators in Jharkhand. The lack of specialist 
doctors within ISA teams, and the limited clinical expe-
rience of the medical graduates working in these teams, 
further limit their ability to confidently audit claims and 
manage providers.

Implementation costs of the scheme
Administrative costs
In order to obtain preliminary insights into the imple-
mentation costs of the two models, we estimated admin-
istrative costs and administrative cost- effectiveness.

The total estimated annual administrative cost as 
reported in Uttar Pradesh for the first year of the scheme 
(beginning from September 2018) amounted to 347 
million Indian rupees (~ 4.8 million USD) (see Sup-
plementary table  3, Additional File 1 for break-up of 

administrative costs). Administrative costs of the trust 
model are borne by the state health agency and constitute 
salaries of the state health agency and district implemen-
tation unit staff, as well as the transportation, materials 
and miscellaneous budget lines for these agencies. Fur-
ther, administrative costs include the value of the con-
tracts with outsourced agencies, i.e. the agency for fraud 
management, and all four implementation support agen-
cies. The data on human resources was limited in that the 
salaries of regular government employees of the district 
units (nodal officers who were given additional charge of 
PMJAY) was not included in these estimates. The annual 
administrative cost in the insurance model of Jharkhand 
amounted to 513.5 million Indian rupees (~ 7.1 million 
USD). This included the administrative costs retained by 
the insurance company. The quantum of administrative 
costs that can be retained by the insurance company is 
linked to the claims ratio that is achieved in the year, as 
per contract terms. For our study period covered, i.e. six 
months of the scheme from September 2018 up to March 
2019, the claims ratio in Jharkhand’s insurance model 
was 32.4% (Table 6). Jharkhand had a small state health 
agency and had not set up district units, the state there-
fore did not provide separate administrative costs of the 
state health agency. The costs for Jharkhand are therefore 
an under-estimate of its actual implementation costs. 
Despite this, the unit administrative cost (per beneficiary 
family unit), was found to be three times higher in the 

Table 6 Administrative cost-effectiveness in the two states (September 2018 to March 2019)a

a Scheme officially commenced on  23rd September, 2018 (nearing the end of the month)
b Data provided by the state health agencies of Uttar Pradesh and Jharkhand as of July 2019

INR Indian rupees, USD United States dollars

Uttar Pradesh Jharkhand

Total eligible beneficiary  familiesb 11,807,068 5,705,502

Total number of beneficiaries enrolled (% of eligible) (up to March 2019) 2,801,691 (4.7%) 3,093,659 (10.8%)

Total annual premium - 513,495,180

Utilization rate in 6 months (claims per 1000 eligible beneficiaries) (up to march 2019) 1 per 1000 eligible beneficiaries 3.5 per 1000 eligi-
ble beneficiaries

Number of claims generated in 6 months (up to march 2019) 59,468 100,260

Total claim pay-out in 6 months (up to march 2019) 453,843,762 INR
(6.3 million USD)

830,542,833 INR
(11.5 million USD)

Claims ratio (6 months) (up to march 2019) - 32.4%

Total annual administrative cost b 347,004,095.32 INR
(4.8 million USD)

513,495,180 INR
(7.1 million USD)

Administrative cost estimated for six months (up to march 2019) 173,502,047.7 INR
(2.4 million USD)

256,747,590 INR
(3.6 million USD)

Administrative cost per eligible beneficiary family unit (annual) 29.4 INR
(0.4 USD)

90 INR
(1.2 USD)

Administrative cost per beneficiary enrolled (up to March 2019) 61.9 INR
(0.9 USD)

83 INR
(1.1 USD)

Administrative cost per claim submitted (up to March 2019) 2,917 INR
(40.4 USD)

2,560 INR
(35.4 USD)
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insurance model of Jharkhand than in the trust model of 
Uttar Pradesh.

Administrative cost‑ effectiveness
In order to estimate administrative cost-effectiveness, 
we used the number of claims processed and the num-
ber of beneficiaries enrolled as the two outputs. We 
estimated administrative cost efficiency for the first six 
months of the scheme, up to March 2019 (the scheme 
officially commenced on  23rd September, 2018). During 
the first six months of the scheme, Jharkhand reported 
a higher number of claims generated (100,260) as com-
pared to Uttar Pradesh (59,468), despite having half as 
many eligible beneficiary families; thereby reporting a 
higher utilization of the scheme. Although utilization of 
the scheme was entitlement-based and prior enrolment 
was not necessary, we observed that Jharkhand also had 
enrolled a higher proportion of beneficiaries than Uttar 
Pradesh.(Table 6).

In terms of cost-effectiveness, the administrative cost 
of the scheme per enrolled beneficiary was 34% higher 
in Jharkhand than in Uttar Pradesh. However, the cost 
per claim was lower in Jharkhand than in Uttar Pradesh, 
by about 14%. This reflected the higher utilization levels 
achieved by Jharkhand at the time of the study. Therefore, 
while insurance unit administrative costs were higher 
than that of the trust, cost-effectiveness showed mixed 
results. In terms of claims generated, Jharkhand reported 
a better cost-effectiveness for the study period. Due to 
the early days of scheme implementation, these costs 
and outputs would have to be  monitored closely, as the 
scheme progresses and stabilizes.

Discussion
In this study, we aimed to provide insights into the 
trust and insurance models of healthcare purchasing 
in PMJAY, with respect to provider contracting, claim 
management and implementation costs, during the early 
phase of the scheme. We discuss here our main findings 
and offer some recommendations for policy and further 
research.

Our first main observation was that irrespective of the 
model adopted, many contracted resources form a part 
of the institutional structures implementing the scheme 
at the state and district levels. Key functions such as 
processing treatment pre-authorization requests and 
processing provider claims were carried out by insur-
ance companies, implementation support agencies and 
resources provided to the  government through devel-
opment partners organizations, as technical support 
for these operations. While such arrangements provide 
the much-needed additional capacity for implementing 
large schemes, they also cause concerns about institution 

building, and the ability of the system to develop and 
retain the expertise required for sustaining operations 
of such financing schemes. Long-term partnerships and 
continuous oversight by the state health agency, would be 
required to continue with such arrangements.

One of the key elements of health protection schemes is 
the network of providers empanelled within the scheme. 
Under PMJAY, we did not find any significant differences 
in the criteria and processes for contracting providers 
adopted by the states with either model. A key observa-
tion with respect to provider contracting was that irre-
spective of the model, the State was the decision-making 
authority on contracting hospitals. This was in contrast 
to the erstwhile RSBY, where the insurance company was 
primarily responsible for empanelment.

We also observed that a fresh round of inspections 
had been conducted in these two states for contracting 
providers, rather than continuing with the RSBY empan-
eled hospitals. However, public hospitals were deemed 
empanelled, and this was likely to impact their readiness 
and ability to provide services under the scheme. Data 
on infrastructure and specialties of public hospitals had 
also not been maintained in the empanelment database. 
While good processes had been put into place for con-
tracting private hospitals, there were some limitations. 
Due to the urgent need to empanel sufficient hospitals 
in a very little amount of time at the start of the scheme, 
some compromises might have been made on the qual-
ity of these hospitals. However, states were in the process 
of reviewing empanelled hospitals, to ensure that they 
continued to meet the necessary criteria and some had 
been consequently de-empaneled. This process needs to 
be periodically carried out to ensure adequate oversight 
of hospitals, by state health agencies.

Consequently, the observed variations in distribu-
tion and characteristics of empanelled private hospitals 
appeared to reflect the available infrastructure in the two 
states. Uttar Pradesh had a higher density of empaneled 
hospital beds per beneficiary family, as well as special-
ist services as compared to Jharkhand, with large varia-
tions in available bed strength across districts in both 
states. Although as per guidelines, states could relax 
some empanelment criteria for specialist services, we 
did not find either state had done this. More guidance 
to states on this aspect would be helpful, to enable them 
to address the skewed distribution of providers across 
districts. Complete data on empanelled public hospitals 
would serve to further assess the adequacy of empanelled 
hospitals in the scheme.

Both states empanelled a higher number of private 
hospitals, as compared to public hospitals. This pos-
sibly reflects the higher number of private hospitals 
estimated to be available in both states, as compared 
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to public hospitals [28, 29]. These trends are reflected 
at the national level, with both models showing a simi-
lar distribution of public–private mix of hospitals [30]. 
Reliable data on private sector infrastructure in India 
is however lacking, rendering it challenging to estimate 
the effectiveness of the scheme in drawing participation 
from the large private sector that otherwise provides the 
major proportion of in-patient and out-patient care in 
India [28, 31]. Mid-sized hospitals formed a larger pro-
portion of all empaneled hospitals in UP, as compared 
to Jharkhand wherein small hospitals formed half of all 
empaneled hospitals. In terms of quality of care, overall, 
very few accredited hospitals were found to be participat-
ing in the scheme. These findings, therefore, appear to 
highlight the available health infrastructure in the states. 
Both Uttar Pradesh and Jharkhand report a scarcity of 
specialist healthcare providers in rural areas [32]. These 
issues are not confined to the states we studied, but pos-
sibly highlight the persisting supply-side gaps in many 
states of India [29, 33].

Provider payments were processed differently in the 
two models due to the involvement of the insurance 
company in Jharkhand, versus the implementation sup-
port agencies working with the state health agency in 
Uttar Pradesh. The oversight of the contracted agency 
was found to be much higher by the state health agency 
in Uttar Pradesh, wherein it conducted audits of all 
claims that were initially processed by the implementa-
tion support agencies, and levied significant financial 
penalties in cases of wrongful claim approvals by the 
agencies. This scrutiny was further reflected in longer 
turn-around  times for provider reimbursement and 
repeated queries on the claims raised. Higher claim 
rejection rates were also reported by the trust in Uttar 
Pradesh than the insurance company in Jharkhand. These 
observations indicate two important issues.

Firstly, the higher claim rejections, queries and over-
sight of the implementation support agencies by Uttar 
Pradesh, reflect that the trust had the capacity to be vigi-
lant with the implementation support agencies and hos-
pitals, and thereby prevent wrongful claim approvals. 
This is in contrast to earlier experiences with public–pri-
vate partnerships in health that have reported instances 
of the inability of government bodies to monitor their 
partners in the private sector, including ensuring rightful 
implementation of the contract terms and service deliv-
ery output [12, 34]. We could not conclusively determine 
whether the higher vigilance was due to a cautionary 
approach taken by state officials, based on their earlier 
experiences of corruption reported under RSBY [35, 36].

However, the second possible implication was that 
long turn-around times, numerous queries and high 
rejections due to incorrect documentation for claim 

reimbursements, also indicated weak capacities of hos-
pitals in complying with these processes. We did not 
have any evidence of differential capacities of hospitals in 
Uttar Pradesh and Jharkhand to conclusively determine 
the reasons for higher rejection rates in Uttar Pradesh, 
as compared to Jharkhand. However, these observations 
merit further study, in order to prevent these challenges 
for hospitals and to improve claim processing efficiencies 
in the state.

We also found that the claim rejection rate in Uttar 
Pradesh was comparable to that of the trust in the Rajiv 
Arogyashri scheme of Andhra Pradesh in its initial year 
of implementation (4%), however, the rejection rate in 
the Rajiv Arogyashri scheme increased subsequently 
up to about 10% [13, 37]. The trust in Karnataka’s pub-
licly financed health insurance scheme reported a rejec-
tion rate of 12% [37]. These rates, as reported by trusts 
in other states, were however always lower than those 
reported by insurance companies (in the range of 16%), 
which was in contrast to our observations [13, 37].

Consequently, our observations on lower claim rejec-
tion rates by the insurance company in Jharkhand was 
unexpected since insurance companies have been previ-
ously seen to hold back payments to hospitals, as a means 
to minimize claim payouts, and thereby increase their 
profits [6, 13]. However, the contract terms between the 
state health agency and insurance company in PMJAY 
imposed a ceiling on the administrative costs that insur-
ance companies could retain that was linked to the claim 
ratios achieved. Unspent balances were to be returned 
to the state health agency. Insurance companies were 
allowed to retain a maximum proportion of premiums 
received as administrative costs if they achieved claims 
ratios of 70 to 85%, which was possibly incentivizing the 
insurance company, in this case, to achieve claims ratios 
in this range.

Jharkhand reported a claims ratio of 32.4% in the first 
six months of the scheme. Scheme utilization was higher 
in Jharkhand, as compared to Uttar Pradesh, despite 
Uttar Pradesh having double the number of eligible ben-
eficiary families. The implementation support agencies 
in Uttar Pradesh had fixed payment terms, independent 
of the claim volumes processed. Several factors other 
than the models and purchasing agencies are likely to 
influence the utilization of the scheme in both states. A 
comprehensive assessment of these factors was beyond 
the scope of the objectives of this study. Our findings, 
however, indicate that the claim approving behavior 
of the insurance company could have been influenced 
by the incentives created by the payment terms in the 
contract, partially affecting utilization in Jharkhand. 
Such practices by insurance companies have been ear-
lier reported in Rajiv Arogyashri wherein claims ratios 
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somehow remained at the level at which administrative 
fees retained, were at the highest proportion permissible 
(these contracts had similarly designed payment terms) 
[13]. However, these observations from PMJAY are early 
in the scheme implementation phase and would need to 
be repeated after the completion of one or more policy 
periods, in order to better understand the claim approv-
ing behaviour of the insurance company. A comprehen-
sive assessment of the factors contributing to higher 
scheme utilization in Jharkhand as compared to Uttar 
Pradesh, also merits assessment.

Checks and balances for the prevention of supplier-
induced demand are also dependent on appropriate vali-
dation of all pre-authorization and claim requests, while 
processing payments. For-profit providers are likely to 
indulge in such behavior irrespective of the type of pur-
chaser, when the type of payment remains the same (a 
type of case-based payment referred to as a package 
rate in PMJAY) [38]. The concern over the occurrence 
of supplier-induced demand remains, irrespective of 
whether the purchaser is a private insurance company 
or a public agency [7, 13, 39]. While our study does not 
explore its occurrence, we found the lack of adequately 
qualified doctors on the teams of the contracted agencies 
processing claims in both models was likely to influence 
the effectiveness of processing provider payments, while 
preventing unnecessary treatments. This was reflected 
in our interviews with implementation support agencies, 
who expressed their inability to question treating doctors 
over their chosen treatment pathways. In Uttar Pradesh, 
the double auditing of claims by qualified doctors in the 
state health agency fulfilled this gap within implementa-
tion support agencies. However, national guidelines do 
not necessitate that state health agencies audit all claims; 
hence this may not be the case in other states adopt-
ing the trust model. Contracted agencies in both mod-
els, therefore, could not adequately evaluate the clinical 
decision-making of hospitals. These observations call for 
the timely uptake of standard treatment guidelines for 
treatment conditions available under the scheme. These 
guidelines would also help to improve the capacities of 
hospitals and prevent high claim rejections. Standard 
treatment guidelines have been recently notified by NHA 
and will have to be studied once sufficiently operation-
alized, with regards to their scope in supporting claim 
management processes [40].

These observations also reiterate the vital role of over-
sight of purchasing agencies by the state, in both models. 
Enforcing contract terms to build accountability remains 
important to ensure that processes are followed, and is an 
important aspect of  the governance of strategic purchas-
ing in such schemes [16, 17]. We found this oversight to 
be better ensured in the functioning of the trust model 

in our case studies. However, these observations need 
to be further explored in a larger number of states, and 
at later phases of scheme implementation. Such studies 
will remain important as the scheme grows and expands. 
Experiences in Nigeria and Malawi indicate that limita-
tions in capacities of the purchasers, as well as inade-
quate oversight of these agencies by the state, contributed 
to ineffective purchasing in their publicly financed health 
insurance schemes [19, 20]. Experiences with strategic 
purchasing in Thailand’s universal coverage scheme also 
report that penalties and incentives are one of the com-
ponents contributing to the effectiveness of purchasing 
[21]. Although China has made significant progress in 
health financing reforms, the country still faces problems 
with the capacities of the third-party purchaser in ensur-
ing cost-effective care under its social health insurance 
system [18].

Our study of initial implementation costs is limited in 
some ways, but provides useful early insights into possi-
ble implications of adopting either model in the scheme. 
We found the unit administrative costs in the trust model 
studied to be lower than in the insurance model. How-
ever, cost-effectiveness showed mixed results. Uttar 
Pradesh showed slightly better administrative cost-effec-
tiveness in terms of beneficiaries enrolled, but Jharkhand 
reported better cost-effectiveness in terms of claims gen-
erated. These observations reflected Jharkhand’s higher 
utilization of the scheme, as discussed earlier. These 
observations exacerbate the need for a more comprehen-
sive assessment of factors driving utilization in states, and 
the resulting cost-efficiencies of the models adopted. We 
could not compare our findings on the cost-effectiveness 
of the two models to others, due to differences in defini-
tions and methods [13]. However, costs would have to be 
assessed again when utilization stabilizes and in a larger 
number of states, to determine the cost-effectiveness of 
either purchasing model.

Our study is limited in that one state with either model 
was included. The study was commissioned at an early 
phase of the scheme, and hence several unknown imple-
mentation factors other than those reported could have 
been at play, to affect outputs reported in this study. Our 
cost data were also limited by the availability of complete 
data, as well as by the fact that we used partially esti-
mated costs, rather than all actual expenditures due to 
the timing of this study. However, the states included are 
large and populous states, that are accorded policy pri-
ority in India. Insights into their early experiences with 
provider empanelment, claims management and indica-
tive implementation costs were important to inform 
further policy and implementation decisions on an ambi-
tious scheme such as PMJAY. The behaviors of institu-
tions such as trusts and insurance companies in more 
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states, with either model, need to be assessed at later 
stages of scheme stabilization to further inform scheme 
design, going forward. Until then, in both models, the 
state health agencies will have to ensure that capacities 
are built and retained, and that the incentives for the 
supporting agencies are continually assessed and re-
designed, if needed, to ensure that scheme objectives are 
achieved.

Conclusions
Due to the large presence of outsourced agencies and 
technical partners involved in both models of purchas-
ing under the scheme, measures for retaining capacity 
and technical expertise within these institutions must be 
taken, for its long-term sustainability. Provider empan-
elment processes were largely driven by the state, irre-
spective of the model adopted. Private providers formed 
the majority of empanelled health care providers, with 
largely uneven distributions across districts. Complete 
data on public hospitals are further required to assess 
the overall adequacy of the supply-side, in schemes like 
PMJAY. Although states adopted national guidelines with 
no state-specific modifications, this flexibility merits 
exploration to address the uneven distribution of provid-
ers. Empanelment processes had been undertaken very 
quickly in a limited time frame at the start of scheme 
implementation, calling for additional efforts to ensure 
the quality of empanelled hospitals is monitored. Per-
formance on claims management was in line with pay-
ment terms and incentives built into contracts between 
the state and the insurance company or implementation 
support agencies. This  indicates that the oversight of 
purchasing agencies by the state, including enforcement 
of contract terms to ensure accountability, remains vital 
irrespective of the model adopted. Contracted agencies 
in both models could not adequately evaluate the clinical 
decision-making of hospitals, due to differences in clini-
cal opinions. The trust was found to display higher over-
sight of support agencies in claim approving processes 
than the insurance state in our case studies, to account 
for this. However, possible gaps in the capacities of hos-
pitals to adopt claim processing guidelines were also indi-
cated. These observations call for the timely uptake of 
standard treatment guidelines for treatment conditions 
available under the scheme. The trust reported lower unit 
administrative costs, but cost-efficiency showed mixed 
results. The trust cost less per beneficiary enrolled but the 
insurance model cost less per claim generated, reflecting 
the higher utilization in the state studied. As scheme uti-
lization increases and stabilizes, the comparative perfor-
mance of trusts and insurance companies would require 
to be further assessed, and in a larger number of states, 

to determine their cost-effectiveness as purchasers in the 
scheme.
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