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Key Messages

This report is based on WHO’s Global Health Expen-
diture Database for 2000-2015. The report takes
advantage of the new health expenditure classifica-
tion framework and reveals new insights into global
health expenditure patterns and trends.

¢« In 2015, the world’s health systems spent 7.3
trillion, representing close to 10% of global GDP.
Between 2000 and 2015, the annual growth rate
in health expenditure is 4% while the economic
growth rate is 2.8%

* Health spending worldwide remains very un-
equal: more than 80% of the world’s population
live in low and middle income countries but only
account for about 20% of global health expen-
diture.

« The global average health expenditure per cap-
ita is 1,011 USD, but half of the world’s countries
spent less 366 USD per capita. In 2015, nearly
50 countries with population of 2.7 billion spent
less than 100 USD per capita on health.

From 2000 to 2015 government domestic fund-
ing as a share of current health expenditure

¢ increased from 66% to 70% in high-income
countries;

* increased from 48% to 51% of in middle-income
countries; but

» fell from 30% to 22% in low income countries,
while

* most countries with social health insurance
arrangements funded these from a mix of tra-
ditional employer-employee contributions and
transfers from general government revenues.

GLOBAL REPORT

Development assistance for health amounted

in 2015 to just over USD 19 billion, or less than
0.3% of global health expenditure.

However, the average share of external resourc-
es in health spending in the 31 low-income
countries was over 30% in 2015.

External resources as a percentage of health
expenditure increased over the past 15 years
while the component for government spending
decreased in the low income countries.

There remains a strong association between
greater levels of public funding and less reliance
of systems on out-of-pocket payments; and

in 2015 as compared to 2000, there were 1
billion fewer people living in countries where
out-of-pocket spending is greater than 50% of
health expenditure.

It informs policy dialogue and policy develop-
ment.

It contributes to improved transparency and
accountability for health spending at global,
regional, national and sub-national levels.
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INntroduction

In September 2015 the world agreed that health
coverage should be universal. The UN General As-
sembly adopted Universal Health Coverage as part
of the overall commitment to the Sustainable goals.
SDG Goal 3.8 sets the following target for 2030:
“Achieve universal health coverage, including finan-
cial risk protection, access to quality essential health
care services and access to safe, effective, quality,
and affordable essential medicines and vaccines for
all.”

Achieving Universal Health Coverage is an ambitious
goal and will require the commitment of countries
to mobilize sustained amounts of resources. In par-
ticular, progress will depend on the capacity of so-
cieties to collectively mobilize resources for health
and to redistribute them for better health, greater
equity and increased social cohesion.

There are reasons for optimism. Over the past
decade many countries have made progress on
delivering health services and providing financial
protection to their people. Poverty has been declin-
ing steadily, and the coverage of essential services
has increased since 2000. The average coverage for
a subset of nine tracer indicators increased by 1.3%
a year, which is roughly a 20% increase from 2000
to 2015. 2
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Even so, there is still a long way to go to achieve
UHC. At least half the world’s people do not have
full coverage of essential services. More than 1 bil-
lion have uncontrolled hypertension, more than 200
million women have inadequate coverage for family
planning, and over 20 million infants do not receive
a third dose of DTP vaccine. In addition, some 800
million people spend more than 10% of their annual
budget on health care, and 100 million people are
pushed into extreme poverty each year because of
out-of-pocket health expenses. ?

And further progress is possible. Since the publi-
cation of the 2010 World Health Report, WHO has
emphasized that all countries can do something to
move towards UHC. 3Most countries are capable of
mobilizing the needed resources to achieve some
level of universality, particularly of most essential
services including primary health care. ¢ And many
already do. But further progress will require doing
more—and doing better. Economic growth will help
a lot, and current prospects are encouraging. But
economic growth will not be enough. Many coun-
tries will need to invest more in policy reforms to
expand their public purse and invest in providing
quality services.

For health financing the starting point for analysing
what is possible is to have a solid understanding of
the level and mix of funding, the channels for health
expenditures, and their trends over time. WHO has
a long history of documenting and analysing health
expenditures. Indeed, 2017 marks the 50t anniver-
sary of its first publication on the subject, produced
by the late Professor Brian Abel-Smith. °



INTRODUCTION

This report summarizes the latest internationally
comparable data on health spending in all WHO
Member States between 2000 and 2015. But it does
more than publish the most recent data. For the
first time the report also uses the new international
classification for health expenditures in the revised
System of Health Accounts (SHA-2). ¢ These classi-
fications enable presenting detailed information on
the role of governments, households and donors in
funding health services—and the financing arrange-
ments through which these funds are channelled
and spent.

The data come from the annual update of WHO’s
Global Health Expenditure Database (GHED), which
includes new estimates of health expenditures in
2015 as well as revised data series for each country
and each year from 2000 to 2015. The new classi-
fications improve the comparability and policy-rel-
evance of the estimates. In addition, WHO has
engaged in a major (and ongoing) effort to improve
data quality, working with each country and, where
relevant, partner agencies.

The aim of this report is to summarize key global
health expenditure patterns and trends, to illustrate
the potential of the new database to inform thinking
about financing reforms to progress towards UHC,
and to raise issues for further research. Follow-

ing this introduction, the first section explains the
unique nature of this global database as a global
public good and notes the strengths of the new
classification as well as the remaining limitations of
the data. Section 2 then gives a sense of the size of
health in the global economy and how health ex-
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penditures are distributed around the world. Given
the recognition of its importance for progress to-
wards UHC, 7 an assessment of levels and trends in
public financing for health is contained in Section 3.
This is followed by an analysis of external resource
inflows (mostly in the form of development assis-
tance for health), exploring what the data suggest
with regard to critical issues such as fungibility
between external and domestic revenues. Section

5 updates and reviews the latest information on
out-of-pocket spending (OOPS), a key concern with
regard to financial protection and hence progress
towards UHC. Many countries have tried to reduce
OOPS through financing arrangements referred to
as social health insurance (SHI), and the following
Section 6 summarizes what the data tell us about
the relative magnitude of expenditures that flow
through SHI as well as the mix of revenue sources
on which it relies. In the final section of the report,
we recap the main findings on the levels and trends
in global health expenditures, and propose priorities
for data quality improvement going forward.

More and better data are a public good. They are
critical to understand progress and its drivers. For
two decades now, WHO has invested in supporting
countries to track their health expenditures and in
developing a global database. This report renews
and enhances our effort to provide to both citizens
and policymakers an overall picture of comparable
data on health spending worldwide.
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1. What's new in this report

The SHA-2 health financing classifications enable
deeper, more policy relevant understanding and
analytic potential then was possible under SHA-1,
aligning them with the functional health financing
policy framework in wide use. 882 As such, it is more
flexible and adaptable to the mix of revenue rais-
ing and pooling arrangements that currently exist
as well as that which may emerge in the future.
More specifically, key changes to the classifications
enable new aspects of health expenditures to be
visible for the first time in the Global Health Expen-
diture Database (GHED).

Understanding both the levels and changes over
time in the share of health spending coming from
different revenue sources is critical for under-
standing health financing. Until this year, the GHED
reported spending by “financing agent,” the in-
termediary that executed the payment, such as a
Ministry of Health, Social Health Insurance Fund, or
non-government organization (NGO). While useful,
this organization of the data hid the actual sources
of these expenditures. For example, it was not pos-
sible to see whether SHI expenditures were fund-
ed by general budget revenues or external donor
revenues. These considerations are critical for those
concerned with sustainable and equitable financ-
ing of health systems for UHC. ° By depicting the
revenue sources (referred to as the “FS” classifica-

tions) of health spending for the years 2000-2015,
the new GHED provides a valuable disaggregation,
offering new policy insights and opportunities for
health financing research. We highlight some of
these in the report, particularly in relation to the
role of external aid and the funding sources for SHI.
At the more aggregate level, the FS classifications
allow determining the shares of health expenditure
that come from domestic public, domestic private
and external sources.

The financing agent categories used until this year
for expenditure reporting were guided mainly by
institutional features (such as ownership), histor-
ical models of health financing and sometimes
even their names. The new GHED replaces this
with the SHA-2 “health financing schemes” (HF)
classification. ® The HF classification was explicitly
designed to foster more policy relevant and inter-
nationally comparable health expenditure data by
using important and objectively verifiable attri-
butes of health financing arrangements to separate
them into mutually exclusive categories. The three
main distinguishing criteria are whether participa-
tion (coverage) by the arrangement is automatic,
compulsory or voluntary; whether entitlement to
benefits/services is based on contribution or some
other factor (citizenship, residence, poverty status)
and whether there is inter-personal pooling of the
funds.b

a “Schemes” is an unfortunate choice of terms used in SHA2, and the interpretation of this word is different than what it typically suggests
to health financing policy analysts. In SHA2, it refers to a category of health financing arrangements with similar characteristics rather

than to a specific institution or pool of funds.

® For details on the criteria used to assign expenditures to different HF categories, see Table 7.2 (“Main criteria of health care financing
schemes”) and figure 7.2 (“Criteria tree for health care financing schemes”), as well as the surrounding text, from Chapter 7 of the SHA-2

manual.®
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At the more aggregate level, the HF classification
allows determining the shares of health expenditure
that flow through prepaid and pooled mechanisms
with compulsory or automatic coverage, distinct
from voluntary prepaid arrangements and out-of-
pocket spending (OOPS). The new classifications
enable a more explicit assessment of how countries
rely on compulsory/automatic coverage in their
financing arrangements. They may also help shift
the focus from the public or private ownership of a
health financing agency to the compulsory or volun-
tary nature of the arrangements.

The GHED previously reported on total health
spending, not the relative current and capital shares.
Thus, if spending fluctuated from one year to the
next, users would not know whether that fluctuation
was due to a new large capital investment pro-
gram or a sudden change in more “routine” health
spending. Understanding levels and trends in capital
spending is important because investment into
infrastructure such as hospitals or clinics—as well

as diagnostic and therapeutic equipment—under-
pin safe, accessible and quality health services and
require substantial funding. For example, damaged
public health infrastructures was identified as one
of the weaknesses of the health systems of Guin-

ea, Liberia and Sierra Leone during the Ebola virus
epidemics. " With the SHA-2 classifications, capital
spending is reported separately, leaving only current
spending for reporting in the FS and HF classifica-
tions to improve comparability.

010

1. WHAT’S NEW IN THIS REPORT

The potential of the new classification system—to
yield more policy-relevant and useful comparative
data to support policy and research on sustainable
health financing for UHC—is far reaching. But fully
realizing that potential is a major challenge. The
new GHED required producing the FS, HF and capi-
tal data series for each WHO Member State and for
each year from 2000 to 2015. While mapping some
previously reported data to the SHA-2 categories

is straightforward, this is not possible for some im-
portant data elements, and some items are new.

The main challenge has been to separate capital
from within the historical series of previously report-
ed total health expenditures. Secondary challenges
relate to obtaining data for the new FS series and
to ensuring consistency in the interpretation of
financing arrangements within the HF series. As a
result, there remains scope to improve the quality
and consistency of the data in the GHED. We return
to this issue at the end, where we suggest priorities
for improvement in the years to come involving a
collaborative effort of WHO staff, countries and
health financing experts from partner agencies and
the wider community of academia and civil society.



The potential of the new classification
system — to yield more policy-
relevant and useful comparative data
to support policy and research on
sustainable health financing for UHC
— |Is far reaching.
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2. How much the world
spends on health

In 2015, the world spent USD 7.3 trillion on health,
close to 10% of global GDP. Health’s GDP share is
greatest in high-income countries at nearly 12% on
average. ¢ In low-income countries, health expen-
ditures account on average for 7% of GDP, and in
middle-income countries 6%.

The health sector is an important source of real
economic growth globally and particularly in low-in-
come and lower middle-income countries. Investing
in health not only leads to healthier lives, it also
generates employment, fosters social and politi-

cal stability, drives technological innovation and
contributes to higher productivity and economic
output. ? Indeed, the health sector has consistently
grown faster than the overall economy over the past
15 years. Between 2000 and 2015 the global health
economy has grown in real terms at an average
annual rate of 4.0%, compared with 2.8% for the
global economy. The health economy in low-income
and lower middle-income countries has grown even
faster, at more than 6.0% on average. In 2015 only
the United States and China had a larger GDP than
the global health economy.

Figure 2.1: Country shares of global health expenditure in 2015, by income group

United States of America

Canada

Republic
of Korea

¢ Unless otherwise stated, unweighted averages are used in this report (i.e. the sum of country values divided by the number of countries).
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2. HOW MUCH THE WORLD SPENDS ON HEALTH

Domestic finances are the dominant source of fund-
ing for health in all but a small handful of
low-income countries. Development assistance for
health amounted in 2015 to just over USD 19 billion,
or less than 0.3% of global health expenditure. But
it remains important for low-income countries. In

Figure 2.2:
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2015 the average share of external resources for
health spending in the 31 low-income countries was
around 33%, while in the 50 lower-middle and 57
upper-middle countries it was only 3% and less than
1%, respectively.

The way health care is financed varies considerably
across countries. Middle-income and high-income
countries tend to have a higher share of health
spending that is funded from compulsory prepaid
sources, such as government budgets (from various
types of taxes) and social health insurance contri-
butions. Public funding has increased slightly over
the past 15 years from an average of 48% to 51% of
current health spending in middle-income countries
and from 66% to 70% in high-income countries. In
low-income countries domestic government sourc-
es have declined from 30% to 22% as aid increased
from 20% to 30%.

Figure 2.4:

< 1% aid

Low-Middle
Income

Income
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Figure 2.5: Trends in health expenditure sources, by country income group, 2000-2015
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2. HOW MUCH THE WORLD SPENDS ON HEALTH

Out-of-pocket spending (OOPS) as a share of
current health expenditure (CHE) has declined only
modestly. Between 2000 and 2015, OOPS fell from
an average of 46% of CHE to 38% in low-income
countries and from 45% to 40% in lower middle-in-
come countries. It fell from 37% of CHE to 31% in
upper middle-income countries and from 23% to
21% in high-income countries. In 2015 as compared
to 2000, there were 1 billion fewer people living in
countries where out-of-pocket spending is 50% or
more.

Despite relatively higher economic growth in low
and middle-income countries, global inequity in
health spending has remained largely unchanged.

Figure 2.6:

In 2015

In 2000
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Today, high-income countries, with only 16% of the
world’s people, account for 80% of global health
spending. Conversely, 76% of the world’s people

live in middle-income countries, but they account
for less than 20% of global health spending. Low-in-
come countries, with more than half a billion people,
accounted for less than 1% of the world’s health
spending in 2015. In 2015, the global average health
spending per capita was USD 1,011, with a median of
only 366. This global average conceals a very large
difference between the highest and lowest spending
countries, ranging from over USD 9,000 to less than
USD 20 per capita. In 2015 close to 50 countries
with a total population of 2.7 billion spent less than
USD 100 per capita.

Figure 2.7:

100%
80% -
60% I
40% -
20% I

Population Health Spending
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3. Public spending on health

Government fiscal capacity, as indicated by the
share of overall government spending in GDP,
increased steadily over 2000-2015, ¢ with partic-
ular growth among lower-middle and low-income
countries (figures 3.1 and 3.2). ® Higher per capita
income has been associated with a higher demand
for public services (Wagner’s law ©). The rise in pub-
lic spending after 2008 is attributed to countercycli-
cal fiscal policies and outlays to support the finan-
cial sector following the global financial crisis. ™ This
was followed by a decline in high- and middle-in-
come countries. For the period overall, however, the
trend in government fiscal capacity for countries is
positive at all income levels.

In general, the priority for health in government
spending increased over the period, but this trend is
not uniform. Perhaps surprisingly, the average share
of health spending in general government spending
for lower middle-income countries tends to be less
than for low-income countries (figure 3.3). One like-
ly explanation has been the magnitude of external

Figure 3.1:
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support for health flowing through governments

in low-income countries. In the early 2000s the
share of health in government expenditures from
domestic sources was similar among low and lower
middle-income countries (figure 3.4). But the trends
started to diverge as prioritization of health from
domestic sources started to decline among low-in-
come countries.

The level of per capita public spending on health
has increased in real terms (figure 3.5), including

in low-income countries (figure 3.6). It appears
that for many countries, particularly for those in
the low-income group, this growth has been driven
largely by fiscal capacity in these countries and not
budget prioritization. This is also in line with other
recent studies.™” Among the low-income countries,
it appears that while there has been overall fiscal
expansion since 2000 (figure 3.2), the domestic
health share of this public spending declined be-
tween 2005 and 2012 (figure 3.4).

Figure 3.2:

Public spending as % of GDP

94 Methodological note: Countries with less than 600,000 population are excluded from this analysis. Most of them have a very high share
of total government expenditure relative to GDP - well above 80% - and can be considered their own category. The official population
threshold used by the World Bank (http://www.worldbank.org/en/country/smallstates/overview) and The Commonwealth of Small States
(http://thecommonwealth.org/small-states ) is 1.5 million people. But that excludes many more countries, and we deem that threshold to
be too high for the purposes of this analysis. The distribution looks much more normal once we exclude these extreme outliers.

¢ The German economist, Adolf Wagner theorized that the demand for public goods and services increases as countries become richer

(“Wagner’s Law”).
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Figure 3.3:
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Global health expenditure:

USD 7.3 trillion

Domestic public
expenditure on health:

USD 2.9 trillion

Health expenditure from
external sources:

USD 19.2 billion

Figure 4.1:
Expenditure from external sources constitute a small
part of health expenditures in the world, 2015

Note: The above figure of USD 19.2 billion in development assistance for health in 2015 is based on current health expenditure, and draws on
country produced health accounts as well as OECD DAC data. A complementary analysis of development assistance that is currently under
production relies on a broader definition including health-related expenditures such as water and sanitation, as well health-specific global
public goods. ®
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4. The role of external funding

External assistance for health constitutes a very
small part of global health expenditures (figure
4.1). This emphasizes again the importance of the
rising agenda on domestic revenue mobilization. If
countries are to make progress towards UHC they
have to rely on domestic revenues. But in many
low-income countries, the contribution of external
assistance to health expenditures is large: in 2015

it is estimated at about 33%, on average. f More-
over, this share increased between 2000 and 2015
(figure 4.2). It appears that there is a growing trend
in providing on-budget support—external funds
channelled through government mechanisms. This
trend is positive, suggesting increased alignment of

donor funding with country priorities and systems.

Many countries still rely heavily on external assis-
tance (figure 4.3). According to 2015 data, in 4 of 31
low-income countries, external sources constituted
more than half of current health expenditures, and
in 15, more than 30%. Middle-income countries with
high reliance on external resources are almost all
exclusively small states. Despite their per capita
GDP, they face specific challenges associated with
the size of their economies, among other factors. 7
For this reason, countries with a population less
than 600,000 have not been included in the
cross-country analysis.

Figure 4.2:
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

20% 40% 60%

I Donestic public spending (%)
_ External off-budget assistance (%)

External on-budget assistance (%)

f The 33% figure is unweighted, meaning that it reflects an average of the percent of externally-sourced health spending across all low-income

countries. This is distinct from the very small percentage of such expenditures reflected in figure 4.1, which shows the global total amounts

of health spending.
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Figure 4.3: Share of external assistance in current health spending across low and lower-middle
income countries, 2015
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The share of external assistance in health spend-

ing varies considerably from year to year within
countries (figure 4.4). This high volatility has strong
negative consequences for a country’s ability to plan
and thus use resources efficiently. Some estimates
show that volatility reduces the value of aid to recip-
ients by 15-20%. '®

Despite external health expenditure and domestic
government spending on health both increasing in
absolute terms in most low-income countries, there
is evidence of fungibility, i.e. development assis-
tance is spent in the health sector, but the recipient
government re-allocates its own resources to fund
other priorities. Between 2005 and 2015, the median
value of external assistance in low-income coun-
tries approximately doubled from 5 to 10 constant
USD per capita. Over the same period, the median
government prioritization of health measure by do-
mestic public spending on health as a percentage of
total government expenditure fell from 7.2% to 5.5%
(figure 4.5).
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Figure 4.5:
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5. Global spending on health
through out-of-pocket payment

Out-of-pocket payment, a key UHC indicator under
the overall SDG monitoring framework, is negatively
associated with financial protection. High out-of-
pocket expenditures result in household financial
hardship and cause millions to forgo needed health
care. ' Many countries have been closely monitor-
ing out-of-pocket payments as a share of current
health spending. WHO, working with countries and
partners, reviewed the entire series of household
out-of-pocket health spending from 2000 to 2015.
This section highlights some central observations
from the data.

Out-of-pocket health spending is increasing. Peo-
ple spend more on health through out-of-pocket
payment in constant absolute terms for all income
groups (figure 5.1), with high-income countries
increasing fastest and low-income countries slow-
est. The increase in OOPS reflects a combination of
increasing household capacity and willingness to
pay for health services as well as the increased cost
of medical goods or services. But in relative terms,
OOPS as a share of GDP are fairly stable over time,
accounting for about 2% of GDP in recent years in
low-, lower middle- and upper middle-income groups
(figure 5.2).
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Health financing systems are transforming to reduce

reliance on out-of-pocket payments. Out-of-pock-

et payments remain a significant share of current

health spending. Despite the increase of out-of-

pocket payments in absolute terms, the share of
OOPS in current health expenditures has been grad-
ually decreasing over the past 15 years in all income

groups. On average, low- and lower middle-income

countries’ OOPS has been around 40% of health

spending in recent years. For upper middle-income

countries, OOPS as a share of total current health

spending shrank from around 40% in 2000 to about
30% in 2015. High-income countries continue to
fluctuate at around 15-20% (figure 5.3).

Rising incomes provide the potential for govern-

ments to substitute out-of-pocket payments with

public spending. The transformation of health
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financing systems parallels economic growth.

More countries have been moving to higher in-
come groups in the past 15 years (figure 5.4). With
economic growth, governments have greater fiscal
potential for revamping social sectors, including
health. However, there are still huge variations
among countries in similar income ranges. Econom-
ic growth does not automatically produce better
social health protection or anything approaching

GLOBAL REPORT

universal health coverage. As reflected in Section 3
of this report, government policy commitments and
priorities matter.

What a government spends on health is conditioned
by two main factors: (1) what it mobilizes in tax

and other public revenues (fiscal capacity), and

(2) the priority it gives to health in the allocation

of public funds. Government fiscal capacity is

Figure 5.3: Out-of-pocket payments as a share of current health expenditure (median) over time

by country income groups
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closely linked to economic development (figures 3.1
and 3.2), although there is variation, and this does
not happen automatically.™ Priority for health in
government resource allocation is not inherently
linked to country income level, although figure 3.3
shows that there is a broad pattern of governments
in richer countries also allocating a greater share

of their available funds to health. Taken together,

more fiscal capacity and a higher priority to health
results in greater public spending on health. ¢
Earlier analyses have shown that this results in

less dependence on out-of-pocket spending.?®
Because out-of-pocket health spending is a

critical determinant of household financial burden
attributable to paying for health services, more
public spending on health is associated with greater

Figure 5.4: Out-of-pocket as a percentage of current health spending and GDP per capita
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9 Of course, it is not merely the percentage of GDP that matters, but also the absolute amount of public spending, because many of the
inputs used in the health sector, such as medicines and devices, reflect international rather than domestic price structures.

28



5. GLOBAL SPENDING ON HEALTH THROUGH OUT-OF-POCKET PAYMENT

financial protection. Figure 5.5 demonstrates that
the share of OOPS in current health expenditure
decreases when the share of government health
spending to GDP increases, although there is
considerable cross-country variation. The size

of government health spending relative to GDP

depends on both the overall ability of government
to mobilize public resources (its taxation capacity)

GLOBAL REPORT

and the share of public spending devoted to health.
Thus, the message that can be taken from this

is clear: for health financing to improve financial
protection, (1) fiscal capacity matters, (2) priorities
matter, and from the observed variation (3) policy
(i.e. how to use the public funding) matters as well.

Figure 5.5:
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6. Revealing the sources of social
health insurance spending

Traditional models of health financing, such as
so-called “tax-funded systems” (also referred to

as the Beveridge model, referring to the type of
arrangements put in place by the UK government

in 1948) or “social health insurance systems” (the
Bismarck model, referring to the first public policy
on health coverage, put in place in Germany in the
1880s) are based on a logic that the source of funds
determines the type of health financing system that
a country has. The functional approach to health
financing " posed a challenge to this way of thinking,
arguing (a) that all health financing systems, regard-
less of the label attached, perform the functions of
revenue raising, pooling of funds, and purchasing

of health services; and (b) the source of funds does
not inherently determine choices and options with
regard to the other health financing functions.

Concerns about the traditional approach towards
SHI relying strictly on contributions from the insured
derive from two main considerations. First, for low-
and middle-income countries characterized by a
high degree of labour force informality, the con-
tribution base is quite small, and the approach of
starting explicit coverage with the formal workforce
has been identified as an inequality driver. 212223

For higher income countries, demographic change
means that the share of the working age population
in the economy is shrinking, reducing the relative
size of a wage-linked contribution base, and raising
concerns about unemployment and competitiveness
if action is not taken to diversity revenue sources.

In both contexts, therefore, promoting equitable
progress towards UHC requires diversifying sources
away from contributions and towards general bud-
get revenues.

A few documented examples have illustrated the
importance of this issue and the potential to pool

tax funding with SHI contributions, 242526 put the
importance of this issue to the agenda of health
financing for UHC led WHO to embark on a series
of studies documenting the extent to which coun-
tries had already moved away from the traditional
model of funding SHI. 27282930 These studies suggest
that many countries that have SHI arrangements
are using general revenues as a revenue source.
However, there was no place to obtain systematic
data on the relative magnitude of different funding
sources for SHI because the SHA-1 classifications
only showed expenditures made by social health
insurance agencies but did not include information
on their sources.

By enabling separate reporting on expenditures
made through different financing arrangements
(HF) and the sources (FS) of these expenditures,
the new GHED using SHA-2 classifications allows
new insights into this issue, and is one of the most
important changes that SHA-2 brings to the under-
standing of health financing policies. Because this
is new, however, reporting of data on SHI revenue
sources was not consistent across all countries, and
hence the findings reported here should be seen

as preliminary. WHO will produce a more in-depth
analysis of this issue in 2018.

SHI is widespread, with more than 110 countries
reporting expenditures through these arrangements
in 2015, more than half the countries in the world.h
The importance of SHI in financing health systems
varies, but it tends to play a larger role in high-in-
come countries that use this mechanism (countries
further to the right on the x-axis of figure 6.1). There
are some middle-income countries in which SHI is
an important financing arrangement, but it is not
significant in low-income countries.

" For purposes of the analysis, we are interpreting SHI to include arrangements that involve the compulsory purchase of private health
insurance. While very few countries have such a mechanism, the similarities from a policy perspective outweigh the differences, as do
concerns with the funding mix for such arrangements in terms of the balance between mandatory contributions by the insured and

transfers from general government revenues.
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In high-income countries in which spending through
SHI comprises more than 80% of public spending
on health, most revenues come from SHI contribu-
tions, with budget transfers playing a complemen-
tary role. A likely explanation is that most of the
population of these countries is part of the formal
sector of the economy, and the countries also have
a long history of contributory SHI. In such settings,
the need for budget transfers to ensure universal
affiliation is less than in other contexts. This is also
consistent with the relatively large number of low-
and lower middle-income countries that do not use
budget transfers and, due to the small size of their
formal workforce, SHI constitutes a small share of
government health spending.

That said, there are a large number of middle- and
upper-income countries in which budget transfers
are the source of between 20-50% of SHI spending.
Figure 6.2 shows the range and median share of SHI
spending coming from budget transfers in coun-
tries in which SHI comprises at least 50% of public
spending on health. While not conclusive, the data
suggest that general budget transfers are essen-
tial if SHI is to play a significant role in the health
financing systems of middle-income countries (and
by extension, low-income countries). Again, this is
consistent with the expectation that higher labour
force informality will yield a lower base for SHI

Figure 6.1:
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contributions, and thus general revenue transfers
are essential for SHI to grow. Put another way, if
low- and middle-income countries rely strictly on
the “traditional approach,” funding SHI solely from
employer-employee contributions, it cannot be
expected to play an important role in their health
financing systems and more generally as a driver of
health system change.

The global patterns are only suggestive, and deep-
er understanding of the implications of the data
requires country-specific analysis. For example,
while the data may show that general revenue
transfers constitute 30% of SHI expenditures, we
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cannot tell from the GHED whether these budget
transfers subsidize the contributions of the formally
employed population (as with the Mexican and Thai
social security health insurance schemes), or fund
the coverage of the poor or other non-contributing
groups (as in Moldova’s National Health Insurance
scheme). What our analysis does indicate, however,
is that many countries report funding compulsory
social health insurance, at least in part, from general
government tax revenues. This is consistent with
the emerging set of studies on this issue, and gives
support to the idea that the old Bismarck model is a
thing of the past.

Figure 6.2:
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/. Conclusions and future directions

In 2015 the world spent USD 7.3 trillion on health,
representing close to 10% of global GDP. Health
expenditure is growing faster than the overall econ-
omy. The average health expenditure per capita is
USD 1,011, but half of the world’s countries spend
less USD 366 per person.

On average, health financing systems have been
transforming around the world to greater reliance
on compulsory prepaid and pooled funding, al-
though beneath this broad depiction of change lies
substantial variation in country experience. But the
general picture suggests that government expendi-
ture on health is increasing in absolute terms and as
a share of total government expenditure, which in-
dicates that health has received higher government
priority over time. Many countries channel budget
revenues to health service purchasing agencies such
as social health insurance funds. In the meantime,
out-of-pocket health expenditure increased in abso-
lute terms, but decreased as a share of total current
health expenditure.

External funding for health represents less than
0.3% of global spending. However, in low-income
countries, external funding counts for about 33%
of current health expenditure on average, and it
has been increasing over time in absolute terms. At
the same time, government fiscal capacity is also
increasing. Yet the increase in fiscal capacity has
not translated into an increase in government health
spending; instead, the increased donor spending
appears to have had a crowding-out effect, leading
governments to reallocate their domestic spending
to other sectors.

The patterns and trends derived from the data
highlight key issues for the attention of countries

and international agencies. As a monitoring tool, the
database supports the tracking of these patterns
over time, and can provide a trigger or entry point for
deeper investigation. This requires going beyond the
global database into country-specific analysis, such
as:

¢ How much of the health expenditure increase is
caused by the cost increase for producing the
same types and amount of services, how much is
caused by the increased and changed need and
demand of services?

« What is the impact of health expenditure growth
on households, governments, labour markets and
the structure of national economies?

¢ Is the channelling of government budget reve-
nues to social health insurance agencies for the
purpose of extending coverage to previously un-
derserved populations or does it simply concen-
trate more resources and services for those who
already have good access?

¢ How to make the aid more effective: target spe-
cific disease programs, overall health systems or
global public goods?

¢ How much is needed to strengthen health sys-
tem foundations and institutions? Which coun-
tries are most in need?

* How does external aid crowd out domestic fund-
ing that governments need to invest in health,
and are some ways of channeling aid less subject
to fungibility?

These are, no doubt, just a few of possible questions
that arise from our analysis of the health expendi-
ture data.

As a global public good, health expenditure track-
ing aims to provide accurate, timely and compa-
rable data to support better decision making at
national, regional and global levels, and to improve
transparency and accountability of local, nation-
al and global governance. Past experiences have
clearly indicated that: a well-developed national
information system is the foundation for accurate
health data, including the health expenditure data;
making use of data for policymaking is the key for
routine health expenditure data collection and for
improve quality of data. Experience suggests that
the following strategies to improve data quality
and use are worth considering:
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* Actively engage in strengthening national health
expenditure information systems, including rou-
tine reporting and survey data collection.

¢ Make full use of routine data reporting systems
and sample surveys in the country so that most
of the expenditure categories (such as public
spending and facility-based information) can be
collected annually, and survey-based estimations
(such as for private spending and disease/pro-
gram expenditures) can be updated on a regular
basis.

* Create a virtuous cycle, linking health expendi-
ture data collection with policy development and
analytical work at country level.

In addition to these process changes, the work

in putting together the new GHED has helped to
identify specific areas for attention that should be
priorities going forward, because of their policy
relevance, the weaknesses observed in the available
data, and the potential to do something about it
through a concerted effort. These are summarized
here.

Separating capital from total expenditure. His-
torically, the GHED health expenditure data did

not separate capital from recurrent spending, and
without new data for all countries and years, there
was no obvious basis on which to make a defensible
estimate of what, for example, capital spending was
in a given country in a given year. While estimation

36

is more feasible to fill gaps in current spending data,
the scope for error in estimating capital is much
greater. As a result, the 2017 release of the GHED
has many “missings” for capital expenditure.

Going forward, it is clear that this will require use of
specific, tailored questions on capital expenditures
with each country for which data are not currently
reported. Obtaining the data on public and external
sources of capital spending will require close en-
gagement with national finance and health authori-
ties, national and international experts with deeper
knowledge of the financial data reporting systems
of particular countries (as for the Public Investment
Programs where these exist), and closer cooper-
ation with other international agencies. There is
probably also scope for the research community to
at least explore the potential to develop an estima-
tion methodology for missing data-years that might
be plausible.

Capturing external revenue sources of health
expenditure. The shift to SHA-2 did not, in itself,
alter the difficulty of obtaining routine data on all
externally sourced expenditure in a country for a
given year. Efforts were made to collect informa-
tion on expenditures from external sources through
the data collection process, but in many cases

the information was incomplete and required also
using international data sources. Further efforts
are needed to improve both the completeness of
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the information on external inflows, to disentangle
actual expenditures from commitments, and to
depict the channels through which the external aid
flows to both capital and current health spending,
and within the latter through government, NGO and
private financing arrangements. While it will never
be perfect, targeting resources for a data collection
effort in countries that receive large amounts of
development assistance, with the combined efforts
of those countries and the donors that provide the
funding, can greatly improve the situation. Further
work to extract more relevant and reliable data from
the OECD-DAC may also prove fruitful.

Disentangling domestic sources of social health
insurance. ' A number of studies have shown that
many countries channel budget revenues to health
insurance agencies, such as social health insurance
funds. A primary source for this information is the
annual reports of SHI agencies, as these typically
report on their revenue sources. In addition, explicit
transfers of general revenues to social health insur-
ance agencies would normally appear in the gov-
ernment budget. Where there are no such routine
reports, this information can be estimated based
on a variety of sources as well as expert knowledge
on the particular arrangements of particular coun-
tries.. Furthermore, there remains scope to improve
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the accuracy and completeness of this information
through cross-checking, andparticularly by asking
targeted questions to the correct agencies and ob-
taining the relevant publicly available data sources.
This requires close engagement of those imple-
menting the data collection process with the health
financing community active in the country.

Characterizing health financing arrangements
correctly. Correct HF classification within the SHA-2
framework requires knowledge of both a country’s
health financing arrangements and of SHA-2. This
knowledge typically rests with people who are
involved with health financing policy in the coun-
try and can answer questions that relate to, for
example, the nature of entitlement or whether an
arrangement is compulsory or voluntary. In some
cases, this knowledge did not rest with those indi-
viduals who were historically responsible for report-
ing health expenditure data to WHO.

Going forward, it will be essential to augment the
skills and background for health expenditure re-
porting by drawing on more health financing policy
expertise, both at national and international levels.
A useful direction to improve data collection will

be to “translate” the classifications into groupings
that will be recognized in a particular country, using

I Less frequent but still important in some countries are transfers from government budgets to voluntary health insurance.

Where this information is obtained, it is reported in the new GHED.
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terminology and agency names that exist in that
country. The health financing teams in WHQO'’s six
regional offices (and sub-regional offices, as in the
case of the African Region) are well positioned to
take on this role, though they would need to be
appropriately resourced for this purpose. In addi-
tion, collaboration with the health financing experts
of partner agencies with staff active in particular
countries, or working closely with networks (such as
P4H), academics, and NGOs, will be very valuable
for this effort going forward.
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Given the importance of internationally comparable
health expenditure data and its role as a global pub-
lic good, there is a common interest in ensuring that
it is of high quality and consistently interpreted. In
turn, a well-coordinated collective effort—including
data generation, reporting, and vetting—is needed
to enable improvement in the years to come, and to
provide a sound technical foundation for the analy-
sis and development of health financing policies to
move towards UHC.

At a global level, WHO will continue to compile and
publish the health expenditure data. We commit to
work closely with experts and global, regional and
local partners to refine the guidelines for implemen-
tation, and to explore and research for better ways
of data collection. We will also play the convening
role to coordinate with partners in building country
capacity and technical support for data collec-
tion, analysis and use of health expenditure data

to improve health policy, support monitoring of
implementation, and drive the health financing and
system reform research agenda.
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