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The fundamental aim of health care financing is to prevent illness, cure disease, promote health and prevent untimely 
death through an efficient financial management system. An efficient health financing system should be able to prevent 

pauperization of the people due to illness, provided there is enough money to manage. Efficiency of management is a complex 
function and has many facets, one of which is an astute skill of purchasing or providing health care efficiently for the people. 
Management efficiency depends on what services are procured, at what cost and how payment is made. The way fund is collected, 
allocated and expended for health care has different effect on type, distribution, availability, depth, quality and accessibility to 
health care and hence equity implications , an issue, not studied well yet . The elasticity of payment for health is value, context 
and culture specific, which competes with other types of non-health benefits. While health increases well-being, buying health 
decreases welfare that could come other-wise from other non-health sources. So payment for one’s health or for the health 
of others, which works towards equity, cannot be left to the people entirely. A social camaraderie should be in order. This 
inclusiveness should translate into redistribution of welfare. The redistribution may be vertical- those who can afford more pay 
more at prepayment level (e.g., paying tax) or horizontal- people pay unequally even though their affordability is equal at least 
income-wise for the same benefit. Taxes can either be progressive or regressive in redistributive effect unless a weighted rate or 
proportionality is applied to ensure the vertical equity. 
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