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SUMMARY

Background: Despite the proliferation of the 
term ‘fiscal space for health’ in recent years, 
there has been no comprehensive review of 
how the concept can be applied to assess and 
support the expansion of resources for the 
health sector. There is also a certain amount 
of confusion regarding the conceptual 
underpinnings and application of fiscal space 
for health analysis, notably regarding the way 
in which such analysis can help countries 
realize potential fiscal space for health 
expansion.

Methods: A qualitative review of 35 studies was 
undertaken in four stages to identify all fiscal 

space for health studies and to systematically 
assess their findings and methods. These four 
stages involved a literature search, crowd-
sourcing techniques, data extraction, and 
comprehensive qualitative analysis.

Results: There is significant alignment 
regarding the evidence that economic 
growth, budget reprioritization and efficiency 
improving measures are the main drivers of 
fiscal space for health expansion. Conversely, 
there is scarce evidence regarding the 
prospective role of earmarked funds, 
and development assistance for health in 
expanding fiscal space for the sector. The 

	 �Advances in the conceptualization of fiscal space for health made during the MDG era 
have helped structure analysis and situate health financing reforms within macro-fiscal 
environments.

	 �Fiscal space for health studies show significant alignment on the potential for economic 
growth, budget reprioritization and efficiency improvement measures to drive fiscal space 
for health expansion.

	 �From the fiscal space for health studies reviewed, the limited evidence available is not 
conclusive in showing potential for ear-marked funds, in the form of public health taxes or 
social health insurance contributions, to provide large-scale, sustained expansion of fiscal 
space for health.

	 �While highlighting the valuable contribution that fiscal space for health assessments can 
make to contextualizing health financing within each country’s macro-fiscal environments, 
this paper also calls for refinements in methodological approaches in order to strengthen the 
relevance and applicability of study results. 

	 �More systematic attention should be placed on assessing possible gains derived from better 
efficiency and public expenditure management. Additional guidance is needed on how to 
define and measure those gains to free up resources for the sector.

	 �To more effectively support the design and implementation of health financing reforms, 
future fiscal space for health assessments would need to be routinized in budgeting processes 
and have their political and technical feasibility explicitly considered.

Key Messages



vi HEALTH FINANCING WORKING PAPER NO 3

lack of standardized methods and metrics 
to systematically assess fiscal space for 
health results in variations in the analytical 
approaches used, and limits study relevance 
and applicability for policy reform. 

Conclusions: A more contextualized 
approach to fiscal space analysis is required 
that focuses on key sources of fiscal space 
for health expansion and includes efficiency 

enhancements. Fiscal space analysis should 
be systematically embedded in domestic 
budgeting processes and explicitly consider 
both technical and political feasibility of 
assessed options. Adopting this approach could 
offer considerable potential for optimizing 
government budget and expenditure decisions 
and more effectively support progress toward 
universal health coverage.



1Introduction

INTRODUCTION

The concept of fiscal space (including fiscal 
space for health) has gained increased visibility 
in global and national policy discussions, where 
it is recognised as an important issue that all 
countries must take into consideration as they 
seek to make progress toward universal health 
coverage (UHC). The topic is of particular 
importance for many low- and middle-income 
countries (LMICs), which are the focus of this 
review, as they try to expand fiscal space for 
the sector to meet health coverage goals in the 
context of structural revenue and financing 
constraints. Importantly, the issue of fiscal 
space for health is also critical for higher 
income countries; however, it is approached in 
a different way as highlighted in work on the 
recent financial crisis. Specifically, countries in 
the European region have faced challenges in 
maintaining or limiting the contraction of fiscal 
space for health due to overall fiscal pressures 
or reduction in health budgets [1]. Therefore, 
the concern is focused on sustaining rather 
than expanding fiscal space for health.

First defined by Heller in 2005 [2], fiscal space is 
the budgetary room allowing a government to 
provide resources for public purposes without 
impacting fiscal sustainability, that is to say 
without threatening government solvency 
given existing fiscal conditions and long-term 
requirements [3]. The possible sources or 
channels of fiscal space expansion that Heller 
laid out include: taxation, increase in priority 
expenditures, borrowing, seigniorage1 and 
external resources.

1	 �Seigniorage is defined as the difference between the value 
of money and the costs of producing and distributing it.

While the basic concept applies to all public 
spending, subsequent frameworks derived 
from it have been used extensively in LMICs 
to assess the currently available and potential 
space for increased public spending on health 
specifically. Heller’s work on the health sector 
(2006) [4] was largely motivated by Latin 
American and European countries’ concern 
in the late-1990s regarding fiscal restrictions, 
particularly for “meritorious programmes”, 
such as those related to health and other 
social sectors. While focused on one sector, 
the framework clearly acknowledges that 
government expenditure decisions are 
typically made in the context of competing 
demands for higher public spending, and 
that overall increases in the supply of public 
resources does not necessarily lead to more 
public spending on health.

Building on Heller’s framework, Tandon and 
Cashin [5] elaborated on the sources that could 
be used to generate fiscal space for health 
and included: (i) conducive macroeconomic 
conditions, (ii) reprioritization of health 
within the government budget, (iii) an 
increase in health sector-specific resources 
(i.e. earmarked funds), (iv) health sector-
specific grants and foreign aid, and (v) an 
increase in the efficiency of existing health 
expenditure. The main differences between 
Heller’s criteria and Tandon and Cashin’s 
approach lay in the broader inclusion of 
macro-economic conditions, with a focus on 
income growth; the addition of earmarked 
funds, mainly in the form of indirect taxes 
and social health insurance contributions; 
and the incorporation of efficiency gains as a 
core pillar of fiscal space for health expansion.
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Complementary approaches, developed 
over the course of the 2000s, have further 
disaggregated the expansion of fiscal space for 
the overall government from sector-specific 
measures that could enhance the quality and 
efficiency of health expenditure [6, 7].

Despite these conceptual efforts, confusion 
remains with regard to the precise significance 
of the concept for health financing reform. 
More specifically, there is a lack of clarity 
regarding the way to effectively assess the 
potential for, and then actually realize fiscal 
expansion for the sector [8]. In practice, 
considerations of fiscal space for health have 
generally focused on calls for additional 
resources, while efficiency-enhancing 
measures (a key aspect of Tandon and Cashin’s 
approach), have been largely overlooked. [9]. 
Moreover, the absence of precise guidance on 
how to characterize and measure the room 
available for expanding fiscal space for health 
has led to wide variations in the application 
of the concept. 

While extensive work has been conducted 
in the context of higher income countries 
[1], there has been less attention paid to 
rigorously assessing fiscal space for health 
studies for LMICs, which is the focus of this 
study. In particular, no comprehensive review 
of existing assessments has been conducted so 
far [10, 11]. The aim of this paper is to present 
the findings of a literature review of fiscal 
space for health studies. The review takes 
stock of existing work by analysing key results 
of country-level projections and assessing the 
main methods used to project fiscal space for 
health in LMICs. The paper comprises three 
sections: the first focuses on the methods 
used in this review to assess the literature; 
the second presents the main findings of the 
review in terms of both the results generated 
and methods used in the relevant fiscal space 
for health analyses; and the third discusses 
good practices and remaining challenges.
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A four stage, qualitative review of fiscal space 
for health studies was undertaken to identify 
and analyse fiscal space for health studies 
conducted in LMICs only between 2005 and 
2016. In the first stage, a literature search 
using the term “fiscal space” was conducted 
using PubMed. The studies identified in the 
initial search were undertaken between 2005 
and August 2016 and were written in English, 
Spanish and French. The search resulted in a 
total of 51 publications. Based on the review of 
titles, 25 studies were excluded from further 
review for one of the following reasons: (a) a 
focus on high-income countries; (b) a focus 
on a single source of fiscal space for health 
expansion; (c) a focus on an overly narrow set 
of health services; or (d) a secondary focus on 
fiscal space (e.g. the concept was used in the 
study, but it was not the main topic).

A second search using Google Scholar was also 
undertaken using the term “fiscal space” in the 
title of the article. This generated 135 studies. 
Their potential relevance was examined based 
on the titles, and, after removing duplicates, 
the majority of studies were excluded based 
on the same criteria as those used for the 
PubMed search. The abstracts of the remaining 
44 studies from this combined search were 
examined, and 28 were excluded as they did 
not meet the inclusion criteria which were: 
assessing multiple sources of fiscal space for 
health; using existing conceptual frameworks 
on fiscal space; or providing an assessment of 
fiscal space for health expansion. This left 16 
studies in the final review. 

Given the nature of the topic, it was not expected 
that there would be a large body of published 

evidence. Indeed most studies are typically not 
published in the public domain, or as stand-alone 
papers, but rather are either a component of or 
background to larger sector or fiscal studies. So 
crowd-sourcing was also used, reaching out to 
key experts and scholars known to be involved 
in the field of fiscal space for health. This helped 
identify a further 24 country studies, comprising 
other published academic work, as well as grey 
literature, PowerPoint presentations, and book 
chapters. Five studies were excluded from the 
sample of 40 studies for quality reasons, because 
they did not follow Heller’s fiscal space for health 
definition and framework, or because they only 
examined a single source of potential resources 
for the health sector and did not compare across 
multiple sources. Thus, the review consists 
of 35 regional and country specific studies 
encompassing 44 countries (see list of countries 
in Table 1 and full list of reviewed studies in 
Annex 1). 

The third stage consisted of extracting 
relevant data and information from each of 
the studies. A uniform approach to classifying, 
reviewing and analysing each study was used 
to address the heterogeneity of the analyses. 
This permitted the generation of a summary 
for each of the identified fiscal space for health 
assessments using the following criteria:

a)	� Author/organization
b)	� Country/region
c)	� Study date and country health financing 

context
d)	� Methods used to assess fiscal space for 

health expansion
e)	� Key findings related to potential change in 

scope of fiscal space for health expansion.

METHODS
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In the fourth stage, the initial effort to 
summarize and classify the studies enabled 
a deeper analysis in terms of source of fiscal 
space for health expansion. For each source, 
the strength of the evidence was assessed by 
looking at the type of analysis conducted and 

the main indicators used to measure potential 
for fiscal space for health expansion. The last 
step consisted in compiling and analysing 
the expected scope of change for each source 
(i.e. the magnitude of change in public 
expenditure on health).

Table 1: List of countries included in the review by income group 

Low-income Lower-middle-income Upper-middle- income Regional studies

Benin* Bangladesh ** Botswana* Arab region

Burkina Faso Bhutan** Brazil* Caribbean region

Chad Bolivia* Costa Rica* Sub-Saharan Africa

Democratic Republic of 
Congo

Cameroon Ecuador

Ethiopia Congo, Republic* Equatorial Guinea  
(high income)*

Guinea Cote d’Ivoire Gabon  

Liberia Ghana** Maldives*  

Madagascar India Namibia*  

Mali* Indonesia Peru  

Mozambique Lesotho* South Africa  

Nepal** Morocco Thailand*  

Niger Myanmar*    

Rwanda Nigeria    

Tanzania Senegal*    

Uganda Sri Lanka*    

  Timor-Leste*    

  Viet Nam    

  Zambia    

Note: *Countries included in cross-country case studies.**Countries covered under both cross-country studies and country specific 
studies. For the purpose of the review, the authors use and refer to country-specific findings for these countries.
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While the study contexts, analytical methods 
and main findings differ, the majority of 
studies organize their assessments of fiscal 
space for health around the framework 
established by Tandon and Cashin [5]. 
Indeed, the majority of studies assess fiscal 
space potential in terms of the five, above-
mentioned sources. Following the structure 
of the studies included in the review, the 
findings are here organized and described 
by source. Within each source, findings are 
then organized in terms of the results of 
the reviewed studies with respect to, first, 
the main drivers of fiscal space for health 
expansion and, second, the methods used to 
assess possible expansion from each source. 
This section starts by outlining the different 
ways in which the fiscal space concept is 
interpreted and applied.

DEFINITIONS

While most of the studies follow a similar 
analytical framework, there is significant 
variation in how the concept of fiscal space 
for health is actually interpreted. One key 
difference is the extent to which fiscal space is 
approached solely from the revenue-generating 
perspective as compared to an approach 
where efficiency-enhancing measures are 
also a core part of the analysis. Differences in 
interpreting the fiscal space for health concept 
have significant implications for the methods 
used, and the findings generated.

In the MDG context, interest in the fiscal 
space concept was largely informed by 

pressures facing countries to close financing 
gaps in order to achieve the health Goals [4, 
12, 13]. As a result, the fiscal space for health 
analysis undertaken in the studies considered 
has been often motivated by the need to find 
additional resources for the health sector or 
specific programs (e.g. HIV/Aids, vaccines etc.) 
[14]. Typically, external sources, regardless of 
whether or not they are channelled through 
the budget, are included, along with domestic 
resource mobilization mechanisms.

Other studies, or sub-components of studies, 
adopt a narrower interpretation of the fiscal 
space for health concept, defining it as the 
margin available for further public investment 
in the health sector. In this interpretation, the 
concept is thought of as the gap between the 
current and optimal/maximal level of public 
spending, given macro-fiscal opportunities 
and constraints on one side, and government 
choices on the other (i.e. the budget priority 
given to health) [15]. Building on this 
definition, several studies aim at identifying 
measures to encourage increased public 
expenditure on health, focusing mostly on 
the generation of new fiscal revenues that 
could lead to higher public spending, or on 
budget re-allocations toward the sector [16]. 
While taking a sector-specific perspective, 
these studies tend to integrate analysis of 
macro-fiscal prospects, and to emphasise the 
imperative need for overall government fiscal 
solvency/sustainability.

Another set of studies, though relatively limited 
in number, expands the scope of analysis 
beyond revenue-generating mechanisms 
to include efficiency enhancements. The 

REVIEW FINDINGS
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inclusion of efficiency is mostly used to 
shed light on possible misallocation and use 
of existing resources, and to quantify the 
potential gains to be realized through more 
efficient resource use. A few studies consider 
efficiency enhancements, including public 
financial management improvements, as 
a separate channel that can by themselves 
effectively translate into additional resources 
being retained and employed within the 
sector.

MACROECONOMIC CONDITIONS

RESULTS
The expected gains of fiscal space for 
health derived from macroeconomic 
growth vary considerably across countries, 
reflecting different country starting points 
and prospects. Unsurprisingly, estimates 
show that larger gains are expected where 
macroeconomic prospects are favourable.

In contexts with positive macroeconomic 
prospects, estimates show sizeable space for 
increased public spending on health (e.g. 
above 1% of GDP), even at constant elasticity 
to GDP (i.e. without increasing the budget’s 
health share). The Democratic Republic 
of Congo (DRC) study is a good example. 
If recent (2011-2012) elasticity rates are 
sustained in the medium term, public 
spending on health could almost double, 
given favourable economic growth forecasts 
[17]. Similarly in the Peru study, an optimistic 
scenario predicts that recent high economic 
growth could be repeated in the coming 
years, leading to potential increases in fiscal 
space for health of up to 1.03% of GDP [18]. In 
the 2007 Uganda study, estimates show that, 
assuming constant public spending on health 

elasticity to GDP, the country could expect to 
see significant increases in per capita public 
spending on health, given positive economic 
growth forecasts [13]. Assuming that public 
spending on health continues to respond to 
growth, as it did during the period 2000–
06, the Uganda study indicates that growth 
projections imply a potential doubling of per 
capita public expenditure on health, rising 
from 3 – 4% of GDP over the following six to 
seven years [13]. 

In contexts with less favourable macro
economic growth prospects, the scope 
for generating additional fiscal space for 
health is estimated to be more limited. 
For example, the case of Guinea shows the 
extreme economic hardship facing a low-
income country in the post-Ebola period, 
and highlights the observed contraction in 
revenue growth and the expected economic 
stagnation following the epidemic. The 
income effect on fiscal space for health is 
therefore expected to be negative, entailing 
net losses in public spending on health in the 
coming years [19].

In the Ghana study, the 2009 projections 
show that the fiscal space expected from 
macroeconomic performance is likely to 
be limited due to a forecast slowdown in 
income growth over the medium term. In 
this context, gains from strengthened tax 
collection systems or reforms in tax base/
rates are presented as the main potential 
drivers of fiscal space for health expansion. 
Significant increases in government revenue 
are expected from new revenue collection 
efficiency measures. Estimates suggest that 
the additional revenue likely to be generated 
through these measures in the medium-term 
may possibly be one of the most important 
sources of new fiscal space for health [20].
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Country studies conducted in the Asian region 
show moderate prospects for fiscal space for 
health expansion as a result of an anticipated 
economic slowdown coupled with a long 
history of limited responsiveness of public 
spending on health to growth. For example, 
a detailed study in Nepal indicates that the 
prospects for increased public resources for 
health being made available are relatively 
poor [21]. A combination of factors, including 
the delayed impact on growth of the 2008-
2009 financial crisis and the low historical 
elasticity of public expenditure on health to 
GDP suggest that – at least in the short- to 
medium-term – the availability of additional 
public resources for health is likely to be 
limited, unless there is a radical change in 
budget priorities [21]. In the case of Vietnam, 
a study determines that at the current growth 
projections – and if income elasticity stays at 
post-2006 levels – moderate additional fiscal 
resources for health of about 0.3% of GDP 
from 2010 to 2015 can be expected [22]. 

In oil-based revenue economies (e.g. 
Cameroon, Chad, Gabon), where macro
economic performance is strongly associated 
with changes in oil prices and volumes of 
production, the prospects for increasing 

fiscal space for all public purposes, including 
for health, are also judged to be limited. 
For example, an analysis conducted in Chad 
indicates that, over the medium-term, the 
macroeconomic outlook may allow only a 
moderate increase in public spending on 
health without undermining fiscal solvency. 
The study shows that the outlook is strongly 
driven by expected swings in oil prices and 
production, and associated decreases in fiscal 
revenue [23]. 

METHODS
As shown in Table 2, three main approaches 
have been applied to assess the role of macro-
fiscal conditions in fiscal space for health 
expansion: i) expenditure to income elasticity 
analysis; ii) overall government revenue 
projections; iii) qualitative analysis of macro-
economic environments. 

Building on the well-established relationship 
that, on average, government spending, 
including that assigned to health, tends to 
increase with economic growth [5], the 
primary approach used in most of the studies 
(DRC, Gabon, Ghana, Indonesia, Nepal, Peru, 
Uganda, and Vietnam) depends on elasticity 

Table 2: Overview of methods: macroeconomic factors

Type of analysis Main criteria Studied countries

Elasticity analysis of public spending 
on health with respect to growth of 
GDP

Change in public spending on health 
as a share of GDP or per capita

-	 �DRC, Gabon, Ghana, Indonesia, 
Nepal, Peru, Uganda, Vietnam,

-	 �PAHO cross-country study

Quantitative assessment of the 
effect of projected increase in general 
revenues on the scope of public 
spending on health

Change in public spending on health 
in nominal volume, as a share of GDP 
or per capita

-	 �Cameroon, DRC, Gabon, 
Madagascar, Nigeria, Rwanda

-	 �Caribbean region

Qualitative assessment of macro-
fiscal parameters (growth, revenues, 
fiscal balances, unemployment, and 
inflation) with no quantification of 
scope in public spending on health 
due to anticipated change in macro-
fiscal conditions

Qualitative criteria (high, moderate, 
or low)

-	 �Cameroon, Chad, Congo, 
Equatorial Guinea, Guinea, Ivory 
Coast, Mali, Senegal, South Africa, 
Tanzania

-	 �Arab countries, South-East Asian 
countries
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analyses of public expenditure on health 
relative to GDP growth. The studies that use 
this method to assess fiscal space for health 
expansion quantify the expected change in 
public spending on health as a share of GDP 
or per capita. To assess the possible scope 
of change, most elasticity analyses lay out 
scenarios, building on historical/constant and 
projected elasticity rates.

A subset of studies (Cameroon, DRC, Gabon, 
Madagascar, Nigeria, and Rwanda) focuses 
on the size of the government, rather than 
the size of the economy, to project fiscal space 
for health expansion, assuming that this 
approach reduces uncertainties regarding the 
transformation of domestic income into actual 
public revenues. These studies quantify the 
effect of an expected change in government 
revenues on public spending on health and 
estimate the change as a share of GDP, per 
capita or in nominal volume. For example, 
the DRC study quantifies the possible gains 
in overall fiscal space (i.e. expected change 
in domestic revenues) based on available 
macroeconomic projections and expected tax 
reforms and then estimates to what extent 
this change in revenues is likely to translate 
into increased public spending on health, all 
other factors being equal [17].

Finally, several studies adopt a more qualitative 
approach – alone or in combination with a 
quantitative assessment (Chad, Cameroon, 
South Africa, and Tanzania). Building on brief 
analysis of macroeconomic environments, 
these studies do not quantify possible gains 
but provide analysis of the “conduciveness” 
of the macroeconomic prospects. The main 
indicators reviewed typically include: income 
growth, inflation, employment, revenues, 
deficit and debt-to-GDP ratios.

BUDGET REPRIORITIZATION 
TOWARD HEALTH

RESULTS
Most studies consider that budget 
reprioritization toward health is desirable 
and that a higher priority for the health 
budget can help provide the needed resources 
to expand health coverage. However, the 
size of expected change in per capita public 
expenditure on health resulting from 
reprioritization varies considerably across 
the studies. Gains (in per capita terms) are 
generally expected to be higher when the 
existing share of health within the general 
government budget (i.e. the starting point) is 
relatively lower. 

In several contexts with low prioritization (e.g. 
Bangladesh, Bhutan, DRC, Equatorial Guinea, 
Guinea, Indonesia, Ivory Coast, Nigeria, 
Tanzania, Timor-Leste), the potential for fiscal 
space expansion is judged to be considerable. 
For example, the Tanzania study estimates 
that a significant re-prioritization toward 
health could generate up to US$770 million 
per year for the next ten years [24], which is 
almost double public spending on health in 
2014-15. In the case of DRC, a reprioritization 
from the 2013 level of 5% to 8% and 10% 
could lead, respectively, to an 0.3% and 0.6% 
increase relative to GDP – a relatively limited 
increase due to the small size of overall public 
resources, but a doubling in nominal terms of 
public spending on health [17].

In contrast, other studies find that there is little 
scope for fiscal space for health expansion as 
a result of budget reprioritization. In the Peru 
study, for example, the government allocated 
14% of total public expenditure to health 
in 2014, 1% above the regional average 
and not far from the 17% observed in high-
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income countries. Thus the scope for further 
re-allocation is estimated to be limited [18].

By incorporating political economy 
considerations, several studies have 
determined that significant change in 
budget allocations is unlikely in the short- 
to medium-term, regardless of the existing 
level of public spending on health. Authors of 
the studies on Chad, Gabon and Uganda, for 
example, are relatively pessimistic regarding 
the prospect of an increase in health’s share 
of the budget in the foreseeable future, given 
political commitments to other sectors such 
as infrastructure, education or agriculture/
local development. For Ghana, ongoing 
fiscal consolidation (2010-2011) is also seen 
as a likely constraint on significant resource 
reallocation in favour of health.

METHODS
To project the change in fiscal space for health 
that could be generated through budget 
reprioritization, most of the studies assess 
historical and current health budget shares 
based on available budget data or secondary 
sources (typically Public Expenditure 
Reviews and National Health Accounts). 
They then project varying levels of health 
share of budget against national, regional or 
global benchmarks to determine the possible 
amplitude of any change. Approaching 
prioritization via spending targets raises 
questions as to its relevance for country 
policy; this is further discussed below (see 
discussion section).

When benchmarking against national targets, 
studies use a variety of pre-set goals and assess 
the scope for expanded fiscal space that could 
be expected from better enforcement. These 
goals include: legally defined budget targets 
for health (e.g. Vietnam); spending targets 

set in national health plans (e.g. Chad); and 
presidential or ministerial commitments/
programs (e.g. DRC, Ghana, India). With 
regard to regional comparisons, the most 
widely used relative target in African studies 
is the 2001 Abuja Declaration that calls for 
governments to increase the share of their 
public spending on health to 15% of total 
government expenditure [25]. 

Some studies also use absolute global targets, 
such as the level of total health spending 
per capita, to then estimate the needed 
change in terms of budget re-prioritization 
toward health to help close the gap between 
current spending and the defined target (e.g. 
Ethiopia, Tanzania, and Uganda). An often 
quoted number in the first fiscal space for 
health studies conducted comes from the 
Commission on Macroeconomics and Health, 
which estimated that countries need to spend 
a minimum of US$34 per capita in order to 
provide a basic package of health services [26]. 
More recent studies refer to a more up-to-date 
estimate, namely US$86 per capita [27].

In some of the studies, instead of referencing 
predefined targets, gains are estimated 
based on expected improvements in public 
finance systems. As an example, in contexts 
characterised by a low level of budget 
execution, such as DRC, the analysis is 
meant to highlight the gap between health 
budget allocation and actual spending, and 
to calculate fiscal space expansion based on 
improved effectiveness of public spending 
[17]. In this context, prioritizing expenditure 
on health means improving alignment 
between allocation and actual expenditure, 
notably by limiting sector de-prioritization in 
mid-year budget reallocations and by fixing 
major deficiencies in public expenditure 
management that contribute to altering 
execution in the sector.
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Several studies provide no specific quantified 
projections, emphasizing the large number 
of unknown factors, including political 
dynamics, which impact the budgeting 
process and government expenditure 
decisions (Chad, Ghana, Indonesia, Nigeria, 
and Vietnam). For example, the Nigeria study 
amply demonstrates that due to the politics of 
budget preparation and resource allocation at 
the federal level2, health tends to be considered 
a marginal sector [28]. As a result, the priority 
given to health is volatile and “the product of 
political manoeuvring that has little relation 
with the sector activities, performance or 
goals”, making it difficult to forecast changes 
in budget reallocations for health [28]. This 
resonates with observations made in many 
other fiscal space for health studies regarding 
the difficulty of providing robust projections 
in the face of limited predictability in annual 
health budgets.

While assessing the priority given to health, 
very few studies look at the share of other 
sectors in budgets or suggest options for 
intersectoral re-allocations. The Indonesia 
study is a notable exception, providing a 
clear recommendation for reductions in fuel 
subsidies that could free up public resources 
and be re-used in a more pro-poor manner 
through investments in the health sector [29].

EARMARKED FUNDS 

RESULTS
In the frame of fiscal space for health 
studies, earmarked funds are understood as 

2	 �Most of the health mandate has been decentralized to 
county governments, the federal level being in charge of 
tertiary care only for the whole country.

separating all or a portion of revenue from a 
tax or group of taxes and setting it aside for 
a designated purpose [30]. Studies typically 
reference potential revenues for health from 
public health taxes, social health insurance 
contributions/payroll taxes, and other indirect 
taxes sources, such as natural resources 
or mobile phones. However, the available 
evidence is scarce. Few studies provide an 
in-depth assessment of the potential revenues 
that could be generated from the introduction 
of earmarking as a revenue source for health. 
Rather, they provide a qualitative reference to 
the possibility of exploring these mechanisms. 

Most of the studies that specifically consider 
earmarking find that there is relatively 
limited potential for the creation of additional 
fiscal space from this source. In this instance, 
it is important to separate the important 
public health objectives of these taxes (e.g. 
reduced smoking incidence) from their ability 
to generate significant revenues for the health 
sector. Here we solely focus on the latter, but 
it is essential to point out that the main value 
of public health taxes (e.g. tobacco, alcohol, 
added sugar) in particular is deterrence of 
unhealthy behaviour, not their direct revenue 
potential.

Specifically, seven analyses rule out 
earmarking as a possible approach due to 
the inability to effectively raise additional 
revenues through specific sources that are 
not part of general tax revenue collection 
(Brazil, Cote d’Ivoire, Ethiopia, Gabon, 
Nepal, Thailand and Uganda). Only in the 
case of Indonesia is the expected “gain” from 
earmarked taxes determined to be high, but 
even there, the actual potential fiscal space is 
not quantified. 

With regard to public health taxes, tobacco 
taxation is specifically examined in eight 
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studies (Bhutan, Cote d’Ivoire, Gabon, 
Indonesia, Nepal, Peru, South Africa, and 
Vietnam).These studies reference the potential 
for tobacco taxation to increase fiscal space for 
health, basing their estimates on the relative 
tax-rate-to-retail-price ratio. For example, in 
Indonesia, taxes on cigarettes are found to be 
low relative to regional comparators, at just 
31% of the retail price [29]. The authors cite a 
study that shows that a 10% rise in the price 
of cigarettes in the country could increase 
government revenues from cigarette taxation 
by 6.7 to 9% [31]. Similarly in Vietnam, 
the tax rate on cigarettes is well below the 
65-80% of retail sales price recommended 
by the World Health Organization [32, 33]. 
These price comparisons serve to show the 
potential for public health taxes to generate 
additional revenues. However, the authors 
do not necessarily go on to quantify those 
potential gains. 

Only two studies take this additional step and 
provide precise quantification. A fiscal space 
study undertaken in Peru notes that the tax 
rate on tobacco products is just 37.8% of the 
retail price [18] and the authors suggest that, 
based on the elasticity of tobacco use to price, 
fiscal space equivalent to approximately 0.02% 
of GDP could be generated by increasing the 
tax rate on tobacco products to the average 
price in Latin America (23.3% higher than 
current price level) [18]. In assessing the 
viability of a tobacco taxation to generate 
revenues in Gabon, the study authors find that 
by increasing the excise tax on tobacco, fiscal 
revenues could expand by 0.05 % of GDP [34]. 

From a more qualitative perspective, studies 
in Bhutan, Nepal and Tanzania find that the 
reference price for tobacco products is already 
high and therefore tobacco taxation is not 
considered as a possible source of fiscal space 
for health expansion. Studies on both Bhutan 

and South Africa conclude that, while tobacco 
prices are relatively high, there is scope to 
explore taxation on alcohol, as well as sugary 
and fatty products [35, 36]. 

Other types of ear-marked solutions, than 
public health taxes, are also considered. 
These include placing levies on mobile phone 
airtime, remittances or tourist attractions, as 
well as introducing health-specific lotteries. 
For example, studies conducted in Ethiopia 
and Tanzania find that the additional revenues 
that could be generated by introducing these 
sources of financing are relatively modest, 
ranging from US$69 million in Tanzania, 
representing 2.3% of total health spending, 
to US$3.9 million in Ethiopia, representing 
<1% of total health spending [24, 37]. In the 
case of Guinea, it is estimated that two new, 
supposedly earmarked, taxes on mobile phone 
communications and company revenues could 
generate up to $60 million annually, which 
roughly equals the annual health budget [19].

In both the case of Ghana and Gabon [20, 
34], the studies were conducted just after an 
earmarked tax was introduced to subsidize 
health coverage for the poor. In the case 
of Ghana, a portion of VAT revenues was 
channelled to the National Health Insurance 
and in Gabon a levy was introduced on 
foreign personal money transfers and mobile 
phone company revenues to provide health 
coverage for the poor. While there was an 
initial increase in funding for health after the 
introduction of these earmarks, the ex-post 
fiscal space for health studies question the 
ability for these increases to be sustained over 
time due to fungibility concerns and potential 
decreases in revenues for health from other 
sources that offset the earmarked funds. 

Fifteen studies examine social health 
insurance contributions as a potential source 
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of fiscal space for the health sector. In most 
cases, projections reveal low expected gains, 
but do not provide further quantified estimates 
that could be derived using actuarial methods. 
In cases where social health insurance 
contributions are considered and then 
disregarded (as in Uganda), labour market 
informality and concomitant implementation 
constraints are cited as the key constraining 
factor. In countries already benefiting from 
these contributions, key considerations are 
not only the level at which the contribution 
rate is set, but the rate of compliance. For 
example, increasing compliance to pay the 
2.5% employee payroll tax contribution to 
help finance the national health insurance 
system in Ghana is viewed as a possible 
means to provide additional resources for the 
health sector, given the relatively low rate of 
compliance [20]. 

METHODS
The analyses which specifically discuss 
earmarking revenues are primarily qualitative 
in nature and based on conjecture regarding 
fiscal capacity and market structures. Few 
specific numbers reference absolute levels 
of financing, or financing as a share of GDP. 
Rather, the viability assessments are based on 
global benchmarks or subjective assessments 
based on the political and economic contexts 
of each country.

The method generally used to assess the 
potential for taxes on tobacco products as a 
potential source of fiscal space is to compare 
the tobacco tax rate as a percentage of the 
retail price of cigarettes. Assessments are then 
made with respect to this benchmark as to 
the feasibility of increasing the price of these 
products to generate additional revenue. Only 
the Peru study makes a quantitative estimate 
based on the elasticity of tobacco use in the 

case of an increase in taxation and projects 
how much fiscal space can be generated as a 
percentage of GDP [18]. 

In the case of a tax on sugary or fatty foods, 
there is no quantitative analysis beyond 
referencing obesity rates. The Tanzania study 
makes a concerted effort to quantify these 
“innovative” mechanisms for mobilizing 
health sector resources, such as airtime and 
remittance levies based on current flows or 
use data [24]. 

Many assumptions are made in analysing 
earmarked revenues from each of these 
potential sources of fiscal space. First, the 
majority of the studies assume that all revenues 
from a marginal increase in taxation would go 
directly to the health sector. The fungibility 
of revenues across sectors, or even within the 
health sector, is not taken into account3. For 
example, scenarios in which funds from the 
earmarked source simply replace those from 
another source, resulting in no net increase in 
fiscal space are not considered. Second, most 
studies fail to consider the tax administration 
issues in analysing fiscal space. One study 
examining fiscal space for health across 
South-East Asian countries does caution 
against pursuing earmarking as a source of 
revenues where macroeconomic and public 
financial management fundamentals are not 
solidly in place [38]. Other studies generally 
reference improvements in tax administration 
(e.g. Gabon and Ghana) as a way to increase 

3	 �In this case, fungibility refers to the potential for the 
national Finance authorities to reallocate discretionary 
budget revenues away from health in response to the 
receipt of earmarked revenues for health. Where this 
happens, the revenues raised through the earmarked tax 
are not purely “additive”; they are offset by the reallocation 
of other revenues. 
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overall fiscal space for health and not just 
from earmarked sources [21, 34]. 

Political economy considerations feature 
prominently in the analysis of the potential 
for earmarking revenues to generate 
fiscal space for health (e.g. Gabon, Ghana, 
Chad, DRC, Nepal and Peru). These cases 
specifically discuss whether a political 
window of opportunity exists that permits 
the introduction of new earmarked sources or 
the increase of existing earmarked sources. 
For example, in Gabon where two new 
earmarked taxes were recently introduced 
for the health sector, additional earmarked 
sources of funds for the sector are unlikely 
due to strong opposition from the business 
community [34]. Similarly, in Ghana the study 
reports that it would be difficult to channel 
additional funds through earmarked VAT for 
the health sector due to the potential for both 
business and consumer resistance [20].

EFFICIENCY IMPROVING 
MEASURES

RESULTS
Several studies in this review note that 
improving the efficiency of health spending 
has the potential to create extra fiscal space 
for the sector [39]. Where health expenditures 
do not achieve maximum outputs, certain 
resources are being wasted, and the same or 
greater outputs could be achieved with the 
same or fewer resources. Thus, addressing 
sources of inefficiency will generate fiscal 
space. 

Those studies which do consider efficiency as 
a significant source of fiscal space for health 
do not generally provide estimates of the 

monetary value of resources likely to be made 
available through improved efficiency. There 
are some exceptions to this general trend, 
such as studies by Mathonnat and Okwero 
et al (2010) [6, 13]. In a sample of 36 LMICs 
in Africa, Mathonnat [6] estimates that the 
median cost of inefficiency (or potential 
efficiency gain) is US$8 per capita, higher 
than what could be gained from a budget 
reprioritization based on the Abuja target. 

Studies discuss both allocative efficiency 
(where money is being optimally allocated) 
and technical efficiency (where the least 
amount of resources or the right combination 
of inputs produce a given mix of goods and 
services) [40].4 The specific areas where 
reforms can lead to improved efficiency, and 
ultimately to generate fiscal space for health, 
mentioned most frequently in the studies 
reviewed here include the following:

a)	� Pharmaceutical policies, including 
procurement, distribution, prescription, 
reimbursement and pricing;

b)	� Provider payment systems, moving away 
from rigid input-based financing and 
linking payments to results;

c)	� Human resource policies and management 
practices, specifically measures to reduce 
absenteeism;

d)	� Government subsidies, specifically 
ensuring that any such subsidies are well 
targeted and reach poorer populations;

4	 �Tandon and Cashin [2] provide a list of major sources 
of inefficiency in the health system, which would be 
important to examine as part of fiscal space analysis. This 
includes the following: rigid public finance systems that 
impede reallocation of funds to areas of highest need; low 
capacity to utilize existing funds; inappropriate allocation 
of spending across care levels where preventive and 
primary care are often underfunded; spending gaps across 
regions and the typical bias of spending toward urban 
area; corruption; and leakages from the system, including 
absenteeism among public sector workers.
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e)	� Public financial management reforms, 
particularly focusing on improved budget 
execution.

Spending on pharmaceuticals is found to 
be one of the most significant sources of 
inefficiencies according to this review; 
For instance, the study on Vietnam cites a 
government internal audit which references 
losses associated with procurement, and 
specifically bidding, that amounted to 
approximately US$1 million [32].5 Similarly, 
for Morocco, it is estimated that the lack of 
an effective price regulation system and 
weaknesses in the supply chain result in large 
inefficiencies and have limited authorities’ 
ability to reallocate health resources [41].

Reducing waste caused by uncapped, open-
ended payment mechanisms is frequently 
observed as another possible source for fiscal 
space for health expansion. For example, 
in Gabon, provider payment mechanisms 
based on fee-for-service is likely to result in 
supplier-induced demand and significant 
increases in per capita spending by the 
CNAMGS (National Health Insurance and 
Social Security) [34]. Similarly, in Nepal and 
Ghana, studies find that gradual change in the 
provider payment system could be utilized to 
incentivize hospitals to improve efficiency and 
to ultimately free-up significant resources for 
the sector [20, 21]. 

Discussions of provider payment mechanisms 
are linked to discussions of human 
resource policies, health worker motivation, 
performance and absenteeism. Whatever 
the root causes of absenteeism, it appears 

5	 �The audit found that tender prices are 47–357 % higher 
than the actual winning bids, and that prices of the winning 
bids are often higher than prices offered by unsuccessful 
bids [22].

to be another significant source of observed 
inefficiencies in countries included in the 
current review. In Uganda, it is also estimated 
that health worker absenteeism is the greatest 
source of waste, or approximately one-third 
of the wage bill for primary care [13]. 

The findings from Ghana show the value of 
targeting government subsidies. As Schieber 
et al [20] argue, improved targeting of the 
government subsidy for national health 
insurance membership would free up 
significant government resources. The study 
suggests that almost 50% of non-contributors 
are estimated to be in the top two wealth 
quintiles [20]. A study in Gabon also alludes 
to this, pointing to a probable need to refocus 
government subsidies on the poorest [34].

While public financial management issues are 
implicit in most of these studies, especially in 
contexts characterised by low levels of health 
budget execution, only a few provide detailed 
analysis of what causes blockages and delays 
in public spending on health. A study of the 
DRC shows that improved execution of health 
expenditure is a significant factor in increasing 
fiscal space for health. Barroy et al 2016 [17] 
estimate that by increasing execution from 
the 2012 – 2013 levels of 32.3% and 41.7% 
up to 80%, potential gains could be as high 
as 1.3% of GDP, all else being equal. The 
execution of government expenditure from 
domestic sources is closely linked to the 
ineffectiveness of inter-fiscal transfers in the 
DRC, highlighting another issue mentioned in 
several other studies. 

METHODS
The methods used to measure efficiency and 
to estimate monetary value of efficiency-
enhancing measures vary significantly across 
the studies reviewed, reflecting more broadly 
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the methodological challenges faced in health 
policy research to measure inefficiency [42] 
(Table 3). 

Quantitative assessment using Data 
Envelopment Analysis (DEA) is used in 
the Cameroon, Ethiopia, Madagascar, and 
Tanzania studies, although only Cameroon 
and Madagascar present detailed results. In 
the Tanzania [24] and Ethiopia [37] studies, 
the authors convert DEA efficiency scores into 
potential for efficiency gains. For a sample of 
nine LMICs countries, Mathonnat 2010 [6] 
uses DEA scores to estimate implicit fiscal 
space for health in terms per capita health 
expenditure. Nigeria, Peru and Zambia use 
existing studies but with few further details. 
In the Uganda study, for example, the authors 
estimate waste by cause of inefficiency in 
absolute terms and then sum across sources 
to provide a single figure. Here, methods 
of estimation depend on the cause of 
inefficiency. For example, to estimate gains 
from a payroll clean-up exercise the study 
uses survey information on the proportion of 

“ghost” workers on the payroll and the budget 
information on wages. A different method is 
used to calculate waste from drug leakages. 

Mixed methods approaches have also been 
used, employing qualitative assessment 
supplemented with quantitative analysis 
of one or more sources of inefficiency. 
With regard to the quality of the analysis 
presented, including the provision of 
sufficient details to make findings actionable, 
this is the most diverse group. Almost all of 
the studies in this category use national and/
or international benchmarking in comparing 
health outcomes and spending. In the studies 
using this approach, the observed variance in 
performance across different geographic units 
is used to identify “the good, the bad and the 
ugly” and then to examine expected gains that 
could be derived from improvement measures 
(e.g. Bhutan, Indonesia and Nepal). Variation 
in prices of pharmaceuticals across districts, 
or the difference between international 
reference prices (IRPs) and average medicine 
prices in the country are identified as key 

Table 3: Overview of methods: efficiency

Type of analysis Main criteria Studied countries

Quantitative assessment using Data 
Envelopment Analysis (DEA)

Change in public spending on health 
in per capita or absolute terms 
or as proportion of total health 
expenditure

-	 �Cameroon, Ethiopia Madagascar, 
Tanzania

- 	 �Nigeria, Peru, Zambia 

Quantitative assessment of waste by 
source using various methods

Savings from tackling different 
causes of inefficiency as proportion 
of total health expenditure and/or in 
absolute terms

Uganda

“Mixed methods”: qualitative 
assessment supplemented with 
quantitative analysis 

-	 �Variation in performance in terms 
of health outcomes and spending 
globally or within a country among 
various geographic units 

-	 �Magnitude of waste is assessed 
and demonstrated by cause (for 
example, the rate of absenteeism)

-	 �Comparison of allocations with 
actual spending

Bangladesh, Bhutan, Chad, DRC, 
Ghana, Gabon, Indonesia, Nepal, 
Rwanda, South Africa, Vietnam 

Qualitative description of sources of 
inefficiency

-	 �No specific criteria -	 �Cote d’Ivoire, Ecuador, Morocco
-	 �Caribbean cross-country study
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indicators of existing waste in several of the 
studies. In these, the quantitative analysis 
of variation is supplemented with more 
qualitative diagnosis of pharmaceutical 
procurement and distribution systems as 
well as prescription practices, shedding light 
on key areas where efficiency gains can be 
made. Various methods of data collection and 
sources of data are used, including internal 
audit reports, facility records, and overviews 
of laws and regulations. 

While also based on a “mixed methods” 
approach, many studies included in this 
review do not attempt to provide estimates 
of potential efficiency gains in monetary 
terms. Using the approach suggested by 
Tandon and Cashin (2010), the authors of 
these studies examine a range of indicators, 
including: variation in per capita funding 
across geographic units and in salary levels; 
proportion of health sector budget that is 
non-discretionary; rate of health worker 
absenteeism; and service coverage rates. 
While efficiency gains are not described in 
financial terms, such analyses are still able to 
demonstrate the magnitude of the losses from 
existing inefficiencies. According to the results 
of one survey cited in the study on Indonesia, 
the rate of absenteeism among medical 
workers is 40%, providing evidence that 
spending on human resources is not always 
translated into health system inputs [29]. 
The Bangladesh study also cites absenteeism 
numbers to demonstrate the scale of the 
problem and implied waste [43]. The study 
on Ghana provides a qualitative assessment 
that is supplemented with relevant data. For 
example, it shows that a large proportion of 
exempt individuals are actually in the top 
two wealth quintiles, suggesting that better 
targeting of exemptions would free up those 
resources for other uses [20].

Some studies provide a very cursory analysis 
of efficiency which makes it difficult to 
assess the methods employed. The Peru 
[18] and Zambia [44] studies, while 
presenting estimates of the monetary value 
of implementing efficiency measures, do not 
provide any detail regarding the main sources 
of inefficiency or how those might be tackled. 
The Peru study authors [18] cite the IMF 
analysis on efficiency of public spending in 
the health sector, where Peru figures among 
the top performers. Improving efficiency may 
therefore not be an important source of fiscal 
space in Peru (unlike macro-fiscal conditions 
and health sector specific funds) which may 
account for lack of a more in-depth analysis in 
the study. A study on Cote d’Ivoire mentions 
efficiency as a source of fiscal space and 
suggests that decreased spending associated 
with the management and administration of 
HIV/AIDS services could free up funds which 
could be used productively elsewhere in the 
health sector [14]. However, the study does 
not go beyond this very brief treatment of 
efficiency. 

EXTERNAL RESOURCES

RESULTS
While studies from the 2000s have shown 
large inflows of donor assistance for health 
(DAH) in Benin, Burkina Faso, Ethiopia, 
Ghana, Mali and Sri Lanka [6], in the majority 
of post-2010 studies, DAH is not identified as 
a potential source of fiscal space for health 
expansion. 

The attention paid to DAH varies greatly across 
studies, due primarily to the economic context 
of the country in question. For example, most 
low-income, sub-Saharan African country 
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studies reference donor assistance in their 
analyses; however, middle-income countries 
like Gabon or South Africa give only brief 
attention to it [34, 36]. This lack of focus may 
also be due to fungibility or crowding out 
issues6, which show that an increase in DAH 
can be correlated with a decrease in public 
expenditure on health in relative or absolute 
terms [46-48]. 

In countries where DAH continues to play a 
significant role in financing the health sector, 
it is not forecast to be a potential source for 
fiscal space for health expansion (e.g. Bhutan, 
Burkina Faso, Cote d’Ivoire, Mozambique, 
Uganda and Zambia). The Uganda study 
stresses the fact that while donor funds are 
projected to increase, they will be primarily off-
budget and therefore not under the discretion 
of the government, or well-coordinated across 
the sector [13]. In Burkina Faso the potential 
for fiscal space for health from donor funds is 
based on a global commitment to increase aid 
for Africa in general [49]. It cannot therefore 
be considered in any budgeting or planning 
exercises, due to its non-binding nature. 

The issue of aid saturation is often 
referenced, along with suggestions that 
there is no reasonable expectation for future 
increases beyond current levels (e.g. Chad, 
DRC and Rwanda). For example, the author 
of the Rwanda study concludes that after a 
tripling of nominal aid for health per capita 

6	 �In that particular case, fungibility occurs when external aid 
changes the allocation of government revenues and/or its 
efforts to raise its own revenue. DAH might substitute for 
domestic public spending on health for particular health 
subsectors. DAH can be completely not fungible (i.e. 
the government budget increases by the amount of the 
assistance), partly fungible (i.e. the government budget is 
adjusted by diverting some funds to other sector or sub-
sector priorities; or DAH can be completely fungible (i.e. 
the government reduce its budget by the amount of aid 
received) [45].

in Rwanda between 2005 and 2008, there 
is no reason to expect further aid increases 
[12]. Many authors conclude not only that 
DAH is unlikely to increase, but explicitly 
state expectations of decline. For example, 
recent quantitative analysis of fiscal space 
for health in Tanzania builds an assumed 5% 
annual decline in external assistance into the 
model [24]. Ghana also demonstrates that a 
predicted decline in donor support for health 
is expected beginning in 2011 [20].

The time horizon relative to this source of 
potential fiscal space is of particular interest. 
For example, donor support in Rwanda is 
expected to be an important source of fiscal 
space for health expansion in the short-term, 
but to decline farther out [12]. A similar 
dynamic is presented in the Ghana study, 
which recognizes the relative importance of 
DAH for health in the short-term, but cautions 
against reliance on this source in the future 
[20]. Total DAH in Bhutan is also expected to 
decline from 9% of GDP in 2012-2013 to 6% 
in 2017-2018 [35]. In DRC, total development 
assistance for all sectors is forecast to shrink 
from 4.4% of GDP in 2013 to 1.3% by 2030 
[17].

Several studies specifically state that due 
to the income level of the country under 
consideration they would not even consider 
DAH in their analysis (e.g. Peru and 
Indonesia). These assessments are based on 
current donor inflows, countries’ current 
income levels, as well as future growth 
projections. In general, those countries 
classified as either lower-middle-income 
(e.g. Indonesia) or upper-middle income (e.g. 
Gabon and South Africa) do not consider 
DAH to be a significant source of fiscal space. 
For example, as oil-producing countries, the 
Republic of Congo and Equatorial Guinea 
are almost entirely independent of external 



18 HEALTH FINANCING WORKING PAPER NO 3

grants for financing fiscal space, and are not 
likely to receive substantial additional grants 
in the near future [50]. 

METHODS
As described in Table 4, the primary method 
employed to assess DAH as a potential 
source of fiscal space for health has been to 
compare current levels of external assistance 
for health with trends over time. Indicators 
used include external assistance for health as 
a share of total health expenditure, external 
assistance for health as a share of GDP, and 
external assistance for health per capita. In 
examining trends over time, analyses focus 
on historical trends in external assistance 
either for a country as a whole or specifically 
for the health sector. The other points of 
comparison are regional or income-based 
similarities. The current level of DAH is 
typically compared to that of countries that 
are geographically proximate or of a similar 
income level. These comparisons provide 
analysts with benchmarks to assess the 
likelihood or feasibility of fiscal space for 
health expansion based on DAH. The more 
in-depth country studies provide a breakdown 
of DAH by donor (e.g. DRC and Vietnam), by 

the intended purpose of the funds (e.g. Cote 
d’Ivoire), or by nature of funding (whether 
the funding is on- or off-budget, Uganda is a 
good example). 

Several studies invoke the global economic 
context in predicting whether external 
assistance can be a driver of increased 
spending on health. Regional studies of 
Caribbean and Arab countries examine global 
issues, particularly focused on how to replace 
current levels of external assistance for health 
with domestic sources in countries where 
income levels are rising and disease burdens 
are decreasing [51, 52]. Despite the focus on 
predicted aggregate declines in DAH, studies 
of oil producing Arab countries and Nigeria 
stress the potential for oil revenues to act as a 
source of financing and donor assistance [52, 
53]. One study on Burkina Faso analyses the 
potential for increased external assistance 
based on global donor commitments, such as 
the Gleneagles commitment of 2004 which 
promised a doubling of overall aid to Africa 
by 2010. 

Studies on Bhutan, DRC, Ghana, Guinea, 
Rwanda, Uganda and Zambia, use more 
quantitative projections in their modelling 

Table 4: Overview of methods for External Resources for Health

Type of analysis Main criteria Countries

Comparative analysis based on trends 
or comparator countries/global 
averages

-	 �External assistance for health as 
share of total health expenditure

-	 �External assistance for health as 
share of GDP

-	 �External assistance for health per 
capita

-	 �Bhutan, Bolivia, Botswana, Brazil 
Chad, Costa Rica Cote d’Ivoire, 
DRC, Equatorial Guinea, Gabon, 
Ghana, Indonesia, Lesotho, Mali, 
Namibia, Nepal, Republic of Congo, 
Rwanda, Senegal, South Africa, 
Thailand, and Vietnam 

Qualitative assessment based 
projections of changes in global 
DAH trends due to forecasted 
macroeconomic trends

-	 �Projection of global trends in DAH 
due to global economic growth 
forecasts

-	 �Nigeria
-	 �Arab, Caribbean cross-country 

studies

Quantitative, projection based 
assessment

-	 �Quantitative projections of DAH 
future trends using budget data

-	 �Bhutan, DRC, Ghana Guinea, 
Rwanda Uganda, and Zambia 
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to assess overall Overseas Development 
Assistance (ODA) or specific DAH sources. 
These studies do not rely on qualitative 
judgments of quantitative comparisons, but 

specifically reference medium-term Ministry 
of Finance projections for the overall budget 
or for the health sector in particular. 
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Most of the reviewed studies structure their 
analysis around the five sources of fiscal space 
identified by Tandon and Cashin: macro-
economic conditions, budget re-prioritization 
toward health, ear-marked funds, efficiency 
enhancements and DAH. In the absence of 
consensus regarding methods and metrics, 
the analytical approaches and metrics used 
to assess those sources vary across studies, 
especially for measuring efficiency gains and 
ear-marked funds. Despite methodological 
and contextual variations, there is a degree 
of consensus regarding the possible drivers of 
fiscal space for health expansion. 

RELEVANCE OF RESULTS  
FOR POLICY

The review reveals the valuable contribution 
that fiscal space for health studies can make 
to contextualising health financing within 
each country’s macro-fiscal environment. 
Such efforts are critical to supporting 
countries facing financing challenges on their 
path to UHC. The review also highlights some 
convergence on factors that can potentially 
lead to significant fiscal space for health 
expansion. For example, the studies reveal a 
degree of consensus regarding the idea that 
economic growth, budget reprioritization and 
efficiency improving measures are the major 
drivers of fiscal space for health expansion; 
that is to say, the sources that offer the greatest 
scope for change in public expenditure on 
health.

Overall, fiscal space for health studies 
provide valuable policy orientation to both 
health and finance authorities. For example, 
when growth is expected in a given country 
to be a significant driver of fiscal expansion, 
including for health, this form of analysis 
can provide estimates regarding the size of 
expected sector inflows. This can improve 
predictability, which in turn allows for better 
planning and budget realization. Conversely, 
in contexts with limited prospects for fiscal 
expansion related to macro-economic 
conditions, studies can guide budgeting 
decisions by providing in-depth insights into 
the possible misalignment between stated 
priorities and actual health spending. They 
can also offer valuable perspective regarding 
the potential upside of budgeting decisions 
that favour the sector. 

When studies include efficiency as a 
concomitant imperative to injecting 
additional resources, they contribute to 
advancing health and finance dialogue on 
improving the execution and efficient use of 
existing, and possibly forthcoming, resources 
for the sector. Even without necessarily 
quantifying the gains, studies offer valuable 
indications on ways to improve the efficiency 
of health spending. As noted above, the 
most prominent or frequently mentioned 
among these are: (i) pharmaceutical policies, 
including procurement, distribution, 
prescription, reimbursement and pricing; 
(ii) provider payment systems, moving 
away from rigid input-based financing and 
linking payments to results; and (iii) human 
resource policies and management practices, 
specifically measures to reduce absenteeism. 

DISCUSSION
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Surprisingly, budget execution and its causes 
receive less attention in the fiscal space 
studies reviewed here.7 

The evidence is fairly consistent that 
earmarked funds do not have the prospect of 
leading to sustained, long-term expansion in 
fiscal space for health. In particular, there is 
little indication that public health taxes are 
likely to bring sizeable gains relative to the 
other possible sources. Of the eight studies 
that specifically assess the potential of public 
health taxes, only one identifies significant 
gains to be derived from increases in the retail 
price of tobacco. In line with a forthcoming 
WHO study [30], these findings provide new 
insights regarding the potential limitations 
attached to earmarked funds, and should 
be of possible interest for countries that are 
considering such, often called, “innovative” 
mechanisms as a way to subsidize the funding 
of health coverage. Similarly, the findings 
regarding the limited potential from social 
health insurance contributions should further 
inform the design of health financing policies, 
particularly in countries that are currently 
exploring similar employment-based options 
to generate extra resources for the sector.

DAH can, in some circumstances, such as 
fragile states or very low-income settings, 
provide an important source of financial 
support for the health sector, as stated in 
some of the reviewed studies. However, 
there is a broad recognition in the fiscal 
space for health literature that sustainable 

7	 �A recent report on public financing for health in Africa 
shows though that the proportion of unspent health 
budget ranges from 10 to 30% of authorized allocations in 
African countries, with some outliers (such as DRC) getting 
close to 60%. The report further estimated that the failure 
to fully execute budgets results in a significant fiscal loss 
for the sector, with unused budgetary space ranging from 
US$10 to 100 million per year [54].

increases in fiscal space for health will come 
from domestic funding. Current discussions 
regarding the transition away from aid 
and the increased focus on resilient and 
sustainable health system investments reflect 
this global refocusing, and therefore the 
need to concentrate future study efforts on 
those gains from domestic sources first and 
foremost.

METHODOLOGICAL 
CHALLENGES

The undertaking of fiscal space for health 
analysis presents a number of challenges 
related to both methodology (e.g. choice of 
indicators, type of analysis, data quality) and 
process.

First, with regard to methodology, some 
analytical approaches appear to be more 
relevant than others. Across the reviewed 
studies, approaches that start with estimating 
the “funding gaps” against perceived needs 
that give limited consideration to current 
macro-fiscal constraints and opportunities 
seem the least relevant. Moreover, the results 
of such analyses provide incentives to focus 
solely on revenue-generating mechanisms, 
rather than on necessary improvements in the 
allocation and use of the existing resources. 

Related to this, the lack of commonly agreed 
metrics to assess and measure fiscal space for 
health also affects the quality of the evidence. 
In the absence of reliable evidence there is a 
tendency to use global or regional spending 
targets in an attempt to quantify the gap 
between current spending and a perceived 
optimal level of funding. Such an approach 
encourages the view that fiscal space is only 
a matter of needs and demand for additional 
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funding. Recognizing that reaching a certain 
level of spending is not an aim in itself for 
health financing reforms is increasingly 
important for more robust and credible 
projections [55]. More work is therefore 
needed to define a set of core indicators that 
could be used to assess each source of fiscal 
space for health expansion in a more reliable 
and policy-oriented manner.

Second, the challenges facing fiscal space for 
health studies mirror the overall difficulty 
encountered in assessing efficiency in the 
broader health policy literature [42]. The 
efficiency analyses in studies reviewed here 
were not always based on clear methods, nor 
were they always informative or provided 
actionable policy recommendations. To 
provide useful guidance for policy-makers, 
efficiency analysis has to be of sufficient 
depth and detail for an analyst to have a 
strong understanding of the country’s health 
system and overall governance and public 
finance issues. 

Third, the lack of appropriate or reliable data 
for analysis has been a common constraint 
for fiscal space for health studies leading 
to approximations or misleading results 
in some cases. These include: variable 
quality of revenue projections; misuse of 
budget allocations and actual expenditure 
data in estimating prioritization; lack of 
disaggregated public expenditure data by 
administrative level/geographic entity; mixed 
quality of foreign expenditure data; and lack 
of projections. 

If the quality of fiscal space for health studies 
is to improve, the availability, adequacy 
and use of quality public expenditure data, 
including those in national health accounts, 
should be strengthened at both country 
and global levels. Similarly, estimating 

or assigning monetary value to reforms 
improving efficiency is difficult and requires 
detailed analysis and data collection. The 
data required for such an analysis is often not 
readily available. As a result, many studies 
rely on qualitative assessments to make 
judgments about the potential for a given 
source to generate additional revenues for the 
health sector. 

Last, because some studies are not sufficiently 
anchored in policy contexts, many unknowns 
remain on how to leverage the assessed 
potential to support productive policy 
dialogue and transform potential into 
actionable reform. Most studies do not present 
substantive analysis of political economy 
considerations that could potentially support 
the realization of fiscal space for health 
in practice, especially in regard to budget 
reprioritization and introduction of new taxes, 
which are, above all, political considerations. 
Recent evidence confirms the extent to 
which modification of the share of health in 
government expenditure is often linked to 
complex political economy considerations 
rather than what might be termed economic 
rationality [32, 40].

Similarly in regard to ear-marking, very few 
studies explore the conditions under which 
these measures are effectively implementable. 
Exploring the potential benefit of earmarked 
funds without systematically considering 
fungibility of revenues and the adequacy of 
the public financial management systems 
needed to translate an extra supply of funds 
into actual higher spending for health does 
not provide realistic, evidence-based guidance 
to policymakers on the potential for future 
resource allocations. From an intersectoral 
perspective, many studies assume that 
earmarked revenues for health will all be 
additive, without taking into consideration the 
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reality that finance authorities might reallocate 
other general revenue sources away from 
health towards other sectors. Intrasectorally, 
earmarking may also introduce rigidities 
into the health sector budgeting process that 
limit adaptability to evolving population 
health needs and priorities. Additional work 
is therefore needed to clarify how and under 
what conditions each possible source can 
effectively increase fiscal space for health in 
practical terms in every country context. 

MAIN LESSONS AND  
WAYS FORWARD

From this review, a number of lessons have 
emerged regarding both the proper object of 
fiscal space for health analysis (i.e. “what to 
analyse”), and the process through which the 
analysis is best undertaken and ultimately 
used as input into policy formation (i.e. “how 
to do the analysis”). These lessons serve 
as the basis for the ongoing development 
and application of fiscal space for health as 
a concept, and the analytical approach to 
assessing potential resources for the health 
sector. 

The first lesson emerging from the review 
of “what to analyse” is the need to adapt the 
analytical approach to country context. Each 
potential source does not need to be explored in 
detail in all contexts. Instead, after assessing the 
macro-fiscal outlook, analysis should prioritize 
and focus on the major viable driver(s) of fiscal 
space for health expansion. For example, in a 
country with low macro-economic prospects, 
existing public health taxes and limited budget 
prioritization for health, analysis should focus 
on budget-related issues, including the quality 
and alignment of multi-year budget planning 
for the sector, definition of annual budget 

priorities, budgeting practices, possible sector 
re-allocations, and mid-year re-allocations. 
While focusing on country policy priorities, 
analysts should also not lose sight of the 
possible connections between the different 
sources of fiscal space for health. For example, 
understanding the relation between budget 
re-prioritization and revenue growth on the 
one hand, and efficiency gains on the other, 
is critical to capturing the essential dynamics 
of fiscal space expansion in a given country. 
Empirical evidence shows that the relations 
can go either way.

Another important parameter is the critical 
role played by general revenue-generating 
mechanisms that have often been overlooked 
in past studies. This is particularly true of tax 
policies and tax administration improvements, 
as well as tax avoidance and evasion reduction. 
Although not specific to health, general 
taxation is of fundamental importance to 
overall fiscal space expansion and should be 
explored more systematically in future studies. 
While understanding the income growth 
effect on the supply of government revenues 
is an important parameter, in contexts of low 
tax-to-GDP ratios, analytical efforts should 
also examine how improvements in the 
effectiveness and efficiency of tax collection 
systems, in parallel to broadening the tax 
base and/or increasing rates, can lead to fiscal 
space for health expansion. If budget priority 
is maintained, improved taxation is likely to be 
one of the major sources of gains for the sector. 
The absolute size of gains can be measured 
against the projected level of revenues. Putting 
more emphasis on general tax policies would 
require further collaboration between health 
and finance authorities, at both the analytical 
and policy levels.

A third important lesson is the need to 
approach and assess fiscal space for health 
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expansion not just from the point of view 
of raising funds but from an expenditure 
management perspective. While conducting 
fiscal space for health analysis was inherently 
driven by the need for new resources in the 
MDG era, addressing inefficiencies was not 
necessarily portrayed as a prerequisite for 
bringing additional resources to the health 
system. As some of the past studies have 
shown, fiscal space for health can be expanded 
not just by tapping into additional resources, 
but by optimizing the way existing resources 
are planned, allocated and utilized. Future 
analysis can look at possible improvements 
in budgeting and execution practices, and 
measure the possible gains to be expected 
from practical improvements8. Analysing key 
bottlenecks and possible remedies at each 
step of the health budgeting and expenditure 
process is both useful from a health sector 
perspective and also provides a solid basis 
for discussions of fiscal space expansion with 
finance authorities.

Turning now to question of “how to do the 
analysis”, it is important to use technically 
sound methods and metrics. For macro-
economic conditions for example, studies 
that opt for absolute measures like per capita 
indicators are able to demonstrate the size of 
the envelope that will potentially grow (i.e. 
increases in real per capita public spending 
on health), even when health’s share in 
government budget remains constant. In 

8	 �Key questions include, how can multi-year expenditure 
frameworks be better defined and realized so that annual 
health budget allocations are as aligned as possible with 
multi-year operational and revenue planning tools to 
increase predictability and preparedness to implement, 
and ultimately reduce unused fiscal space? How can health 
budgets be better formulated and structured to reflect key 
sector priorities and enable effective purchasing of services? 
How can execution systems and capacities be strengthened 
to make full use of the available resource envelope for the 
sector? [56]. 

periods of good macro-economic performance 
and overall fiscal expansion, shifting attention 
to the level (i.e. the amount in absolute terms), 
and not the ratio, is critical to making funds 
inflows more visible to health stakeholders. 
It is important to note that de-prioritization 
can coincide with increases in per capita 
spending on health. When re-prioritization is 
assessed, the use of scenarios instead of fixed 
targets to model possible change in budget 
priorities seems to be of most value for budget 
policy making. It also permits the weighing 
of political choice against financial estimates. 
Cashin provided further guidance on the main 
indicators to be looked at when assessing 
macro-economic, fiscal and public finance 
context of health financing policies [57]. 

With respect to earmarking, combining 
absolute and proportional estimates for likely 
additional funds is important to account for 
possible increases in funds and also to position 
those gains within the broader picture of 
the overall health budget, and in particular 
the likelihood of some degree of offsetting 
reallocations of discretionary revenues away 
from health. This points to the importance of 
considering all sources of revenue together 
and not just assessing a single revenue stream 
in isolation, as allocation decisions are inter-
related from a finance perspective. 

With regard to efficiency, a combination 
of qualitative (i.e. deep dive into health 
expenditure performance using a structured 
system-wide approach) and quantitative 
approaches (i.e. estimates of possible output 
gains against levels of inputs) seem to provide 
the most useful findings for policy purposes. 
The system-wide framework for analysing the 
efficiency of the health sector resource use 
proposed by Yip and Hafez [40] may be useful 
in ensuring a more systematic and policy-
oriented approach to efficiency analysis. 
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Another useful framework for analysing 
inefficiencies in the delivery of priority 
health services (for example, TB, HIV/AIDS, 
RMNCH) to identify “cross-programmatic” 
duplications and misalignments is being 
developed by Sparkes et al [58]. 

Because fiscal space for health studies are 
intended to project implementable expansion, 
they should be strongly anchored in existing 
fiscal and policy environments. Analyses 
can gain in credibility and applicability if 
they provide more detailed, policy-oriented 
analysis that can enable policy action and 
allow for the realization of each potential 
source of fiscal space for health expansion. As 
mentioned earlier, efficiency analysis, along 
with assessments of earmarked revenue 
sources, would benefit from a more detailed, 
structured and systematic approach to inform 
policy design. Studies will also benefit from 
increased integration into the budgeting 
process and timeframe. An important way 
forward for most countries would be to 
systematize and internalize this type of 
analysis within multi-year health expenditure 
frameworks that are defined jointly by 
finance and health authorities. In this way 
the analyses could maximize opportunities 
for change toward more health prioritization 
if need be and also improve predictability 
in the resource envelope for the sector and 
ultimately reduce “unused” fiscal space. 

REVIEW LIMITATIONS

The paper has three main limitations. First, 
because the purpose of this review was to 
examine those studies that looked broadly at 
financing for the health sector by examining 
multiple sources of potential fiscal expansion, 
studies which only examined one source 
of fiscal space were not included, which 
could result in missing some findings and 
methodological advances. Second, due to the 
rapidly growing number of studies focusing on 
fiscal space for health, the review has probably 
failed to capture more recent studies, and 
particularly those published after the initial 
search was completed. However, efforts were 
made to identify new studies by contacting 
organizations which typically support these 
types of analyses. Third, the review is for the 
most part qualitative in nature. Variations 
in methodological approaches used in fiscal 
space for health studies have not allowed for 
a quantitative assessment or a meta-analysis. 
Therefore, the review does not provide 
consolidated estimates of potential expansion 
by source of fiscal space for health; it draws, 
as rigorously as possible, lessons learnt from 
country studies, without bringing global 
estimates for any source.
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This paper is the first attempt to synthetize 
findings from fiscal space for health studies in 
LMICs and to systematically assess the quality 
of the existing evidence. The review provides 
an overview of the projected sources of fiscal 
space for health expansion in 44 LMICs. 
The paper also analyses methodological 
approaches used to assess fiscal space for 
health expansion by each source, identifying 
the common strengths and weaknesses of 
existing methods. 

The findings of the review point to the value of 
this analytical approach in supporting health 
financing policy dialogue. It underlines the 
need to increasingly use fiscal space for health 
analysis as a means of informing realistic 
health financing reforms within the context 
of macro-fiscal constraints and opportunities. 

The review also calls for refinements in 
methodological approaches in order to 
strengthen the relevance and applicability 
of studies’ results. First, a more effective 
approach, more systematically embedded 
in routine domestic budgeting processes 

that explicitly consider policy and political 
economy contexts, is needed to enhance the 
policy relevance and use of studies. Second, 
in order to better support policy formation, 
future studies should be more contextualized 
and focused on the major potential drivers of 
fiscal space expansion according to country 
parameters. They should also explore in 
detail the conditions under which the specific 
source or sources could in practice lead to 
fiscal space for health expansion. Further 
guidance is needed to provide clarity on 
how to effectively estimate and measure 
expansion of fiscal for health for each source 
in a way that can better serve policy dialogue. 
Third, more systematic attention should be 
placed on assessing possible gains from an 
expenditure perspective, either concurrently 
or as a pre-requisite for the introduction 
of purely revenue-generating mechanisms. 
Additional guidance is needed regarding how 
to define and measure the gains to be derived 
from enhancements in public expenditure 
on health management, gains that would 
inevitably result in freeing up resources for 
the sector.

CONCLUSIONS
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