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1. An OvERviEW Of finAnciAl PROtEctiOn in SOutH EASt ASiA REgiOn

The fundamental goal of a health system is to 

enhance population health in an equitable and 

efficient manner. To achieve this goal, policies should 

be designed to ensure people’s access and use of 

good quality health services when needed, without 

suffering from financial hardship. The latter is referred 

to as the “financial protection” arm of Universal 

Health Coverage, which is now adopted as part of the 

Sustainable Development Goals. When households 

pay directly for the services they use, i.e. out of their 

pockets (OOP), they are at greater risk of financial 

hardship. The need to pay high OOPs creates a 

financial barrier to accessing health services, with a 

probable greater impact on the poor. This exacerbates 

inequalities in service use. In most societies, this 

is deemed unfair as health is generally viewed as 

a fundamental human right, and access to health 

care should not be determined merely by income or 

wealth. The SDG emphasis on ‘leave no-one behind’ 

reinforces a commitment to greater equity.

High OOPs are undesirable as they undermine both 

individual and societal welfare, for the following three 

reasons. First, health needs are highly unpredictable 

and costs can be prohibitively high. This reinforces the 

case for pooling of risks and resources at a population 

level. Second, expenditures on preventing and treating 

communicable diseases not only benefit the affected 

individuals, but also society as a whole, making a 

strong case for subsidies for these diseases with 

public resources. Last but not least, the information 

asymmetry problem, where providers have more 

information about what services are needed than 

users, is particularly common in healthcare. The reality 

is that OOPs may not reflect the true value of services 

received, but instead reflect rent seeking by providers, 

who may provide unnecessary care (Arrow 1963; 

Gersovitz M & Hammer JS, 2003).

The South East Asia Region (SEAR) continues to have 

the highest health out-of-pocket share of total health 

expenditure amongst all WHO regions. On average, 

38% of health care is paid directly by households at 

1 As in the World Economic Outlook database, accessed on Aug 14, 2017
2 As in the Global Health Expenditure Database, accessed on September 5, 2017
3  This paper still uses Total Health Expenditure, instead of Current Health Expenditure because the data are derived from the Global Health Expenditure Database prior to the 

updating of the classifications to the new SHA 2011 format.

the time that they use services. Global experience 

suggests that if more than 30-40 of total health 

spending is financed through OOP, it is likely that 

people are not sufficiently protected (WHO 2016). 

Low public spending on health certainly contributes 

to this situation. The combination of low government 

revenues, averaging 23% of the Gross Domestic 

Product (GDP) of SEAR countries (IMF1 2017) and low 

allocation to health, averaging 9% of total government 

spending (WHO2 2017), results in amongst the lowest 

public spending on health observed across all regions. 

This situation affects the poorest segment of society 

in particular, preventing many from accessing services 

due to financial barriers or leading to impoverishment.

Figure 1:  Out of pocket and General 
Government Health Expenditure, as 
share of Total Health Expenditure, 2014 

EMRO: Eastern Mediterranean Region; WPRO: West-Pacific Region; LMICs: Lower 
middle income countries by World Bank standard; LICs: low income countries. All 
represent unweighted averages. 

Source: Global Health Expenditure Database, accessed on Oct 30, 2017.

There is a considerable variation across countries in 

the Region, with OOP share of THE3 varying from 

as low as 10% in Timor-Leste to 67% in Bangladesh. 

While the two upper-middle income countries in the 

region, Thailand and Maldives, have among the lowest 

share of OOP, income level is not always a significant 

predictor of OOP share, as SEAR countries fall both 

sides of the global regression line (see Figure 2).
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Figure 2: OOP share of THE varies 
across countries and does not always 
reflect income level

 Source: WHO Global Health Expenditure Database, accessed on November 17th, 2017.

SEAR countries are taking action. Most have 

embarked on the journey of pursuing UHC through 

a series of health reforms, with a particular concern 

for the poor. For instance, India launched a financial 

protection scheme of the Rashtriya Swasthya Bima 

Yojana (RSBY) in 2008. This provides insurance 

coverage for inpatient care for the population below 

the poverty line (BPL), who, after enrolling with 

a small registration fee, will then be entitled to a 

capped payment of 30,000 rupees per family per 

year. Indonesia introduced a government-financed 

health insurance program for the poor and near 

poor (Jamkesmas) in 2005. It later merged the 

other four parallel insurance programs into a single 

scheme, Jaminan Kesehatan Nasional (JKN) in 2014, 

harmonizing the benefits package across different 

population groups. Thailand introduced the Universal 

Coverage Scheme (UCS) in soon after the financial 

crisis in the late 90s, providing comprehensive 

coverage of both inpatient and outpatient services for 

the informal sector population, i.e. people who were 

not already affiliated to the Social Security Scheme 

(SSS) for private sector employees or the Civil 

Servant Medical Benefit Scheme (CSMBS). Maldives 

initiated the Aasandha Program in 2012, which is 

funded from general Government revenues, and 

immediately guaranteeing universal coverage through 

a comprehensive benefit package for all citizens. 

Nepal, which has the lowest per capita income in the 

Region, also is piloting a national insurance program 

recently, although the enrollment rate has not yet 

risen substantially in the first year of implementation.

While these efforts are admirable, health insurance 

“population coverage” should not be taken as 

equivalent to UHC. The potential enrolment barriers 

(financial and non-financial), supply side capacity 

constraints, as well as insufficiency of fund and 

their poor management, can all be the bottlenecks 

to translating entitlements on paper into effective 

service coverage (World Bank Group, 2015).

Therefore, the monitoring of progress towards 

financial protection should go beyond a simple 

documentation of numbers of enrollees of national 

insurance programs over time, or how citizens’ 

rights are defined in constitutions. Instead, in order 

to better assess the actual effect of all the well-

intentioned policies, this paper presents empirical 

evidence from appropriate national household 

surveys. With the findings, the paper also intends to 

stimulate discussions on how health policies can be 

better designed to enhance financial protection of 

vulnerable populations, which is the stepping stone 

towards UHC. 

The paper is structured in five sections. After this 

introduction, the second section presents the 

methodology used in the analysis. The third shows 

the financial protection situation in seven countries, 

including presenting the main components of 

out-of-pocket spending, and equity in financial 

protection. The fourth section discusses the results 

and their policy implications. Lastly, the fifth section 

summarizes the main conclusions and messages of 

the paper.
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2. mEtHOdOlOgy And limitAtiOnS

2. Methodology and limitations

In the SDG monitoring framework, the incidence of 

catastrophic expenditure is used to track countries’ 

progress towards the financial protection dimension 

of UHC. It is defined as the “proportion of the 

population with large household expenditures on 

health as a share of total household expenditure 

or income”. “Large expenditures” are defined as 

health payments exceeding either 10% or 25% total 

household consumptions. 

In addition to using total household expenditure or 

income as the denominator, there is an argument 

that the amount of spending on daily necessities 

should be deducted to reflect a more realistic 

“capacity of households to pay for healthcare”. It is 

assumed, therefore, that the poor spend more on 

their basic necessities, leaving even smaller room 

for other consumptions. There are many approaches 

to defining what counts as “necessities” (WHO 

and the World Bank, 2017), one of them being a 

standard amount representing subsistence level of 

food expenditure. This paper also follows this widely 

adopted approach (Ke et al, 2003).

In the worst scenarios, large health payments may 

result in impoverishment, meaning that health 

expenditures push people below poverty lines. 

Poverty lines usually reflect a valuation of what 

constitutes basic needs of a household, which 

understandably vary across countries. For global 

comparison purposes, absolute poverty lines (in 

international dollars) are generally used, currently set 

at $1.9 and $3.1 per day per capita (2011 purchasing 

power parities, PPPs). Some people might have 

high levels of per capita spending, including health 

expenditure, and remain above the poverty line. 

However, when health expenditures are deducted, 

per capita spending on necessities such as food, 

clothing and housing might fall below minimum living 

standards. Therefore, the difference between these 

two, the gross and net (excluding health payment) 

of daily per capita spending can reveal the extent 

to which health payments exacerbate poverty. The 

effect can be expressed both as an increase in 

incidence of poverty when comparing the changes 

in headcount ratio, and an increase in the severity 

of poverty when comparing the changes in poverty 

gap ratio (O’Donnell, O. et al, 2008). For purpose of 

simplicity, only the increased incidence is presented 

in this paper. 

The two concepts of catastrophic spending and 

impoverishment capture two different aspects of 

financial protection. For instance, well-off households 

may spend a higher percent of their resources 

on healthcare, resulting in a higher incidence of 

“catastrophic” health expenditure. However, this 

higher share being spent on healthcare might not 

necessarily bring a higher financial hardship to them 

than a lower share for poor households. By contrast, 

for those who live near the poverty line, a small 

amount of health OOP is sufficient to impoverish 

them. They may not be classified as having 

“catastrophic” health expenditure, but they are also 

suffering from lack of financial protection. Therefore, 

an approach that combines both concepts can better 

capture the financial burden of OOP. This is especially 

meaningful for policy purposes as the impact on the 

most economically disadvantaged groups can be 

better quantified. A new analysis combining both 

measures will be published in a subsequent paper.

Both catastrophic health expenditure and 

impoverishment have limitations, and neither can 

measure everything of interest. For instance, they do 

not capture cases of foregone care, which particularly 

concerns the poor; they also cannot differentiate 

the healthcare utilization by illness (such as chronic 

conditions); by using total household consumptions 

as denominator, they also fail to adjust for capacity 

to pay; furthermore, they do not capture relevant 

indirect costs of illness, such as income loss due to 

disability, and in general lack the ability to evaluate 

the effects of coping strategy households use to 

finance their healthcare on their general welfare 

(such as using debt or credit financing to pay for 

healthcare).

Data for this analysis has been drawn from the most 

recently available household surveys, either Living 

Standards and Measurement Surveys (LSMS) or 

Household Income and Expenditure Surveys (HIES). 
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It is important to note that for India, the Household 

Consumption and Expenditure Survey of 2011 is 

used, corresponding to 68th round of National 

Sample Survey round, instead of the most recent 

survey of 2014, because the former has a more 

balanced capture of health and other household 

expenditures. For Thailand, data come from the 

annual Socioeconomic Survey (SES) and Household 

Welfare Survey (HWS).

Throughout the analysis, population weights, or 

household weights adjusted by household size, are 

used to produce all estimates, except for Thailand, 

where household weight has been used. 

Care needs to be taken with cross-country 

comparisons, since the designs of the surveys differ 

in many ways. First, many have a double counting 

issue, asking for documentation of OOP both in 

health-specific module and non-food expenditure 

module, and the estimates might not match. To 

address it, scenarios using different combinations of 

information have been used to test robustness, but 

inevitably a subjective decision has to be made in the 

end.

Second, the questions on OOP components in dif-

ferent surveys may not follow the same structure. 

For instance, countries have seen a huge variation 

in types of questions being asked for household 

health consumptions. Therefore, in some countries 

it is impossible to precisely classify OOP into three 

groups, namely inpatient care, outpatient care, 

and medicines. For Bhutan in particular, the health 

module in the questionnaires asked about expenses 

on Rimdo/puja, or religious treatment, which might 

not be related exclusively to health, and is generally 

not considered as “health services”. For Sri Lanka, 

the questionnaire asks about expenditures of both 

the “main” households and servants living with the 

families. While the health expenditures for the former 

are grouped by different categories, there is no such 

level of detail for the latter. Therefore it is assumed 

that the distribution is the same for both groups, 

which is unlikely to be true, but is reasonable given 

its marginal magnitude. 

Third, while the majority of countries use a mix of 

recall periods, Nepal’s survey follows a recall period 

of 12 months. The bias introduced by a long recall 

period is already well known (Das et al, 2012). 

Last but not least, surveys vary in level of details 

for other expenditures. Since the poor may have 

a larger proportion of expenditure on food than 

other categories, an overestimate of other nonfood 

expenditures may have a potential impact on the 

calculation of denominator, thus affecting the equity 

implication of both financial protection indicators. 

The extent of accuracy in calculating the non-health 

expenditures also have an impact. 

Given these limitations, direct cross-country 

comparison should be taken with caution. In the 

future, it would perhaps be more meaningful for 

policy makers to have data on trends within their own 

countries, using an improved standardized survey.

Country Year of survey Type of survey

Bhutan 2012 Living Standards Surveys

India 2011 NSS 68th, HCES 2011

Nepal 2014 LSMS (Annual household survey)

Sri Lanka 2012 Household Income and Spending Survey 

Thailand 2015 2015 Household Welfare Survey and Socioeconomic Survey

Timor 2014 Household Expenditure Survey 

Table 1: Type and year of the survey by analyzed country
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2. mEtHOdOlOgy And limitAtiOnS
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3. Results: a picture of financial  
protection in the Region

Incidence of catastrophic expenditures
Table 2 below presents the incidence of catastrophic 

health expenditure based on the SDG3.8.2 target, 

using the two different thresholds (10% and 25% 

of total household expenditure). India (at 17%) and 

Nepal (11%) have the highest share of the population 

spending more than 10% of all households’ resources 

on healthcare. Thailand (2%) and Timor-Leste (3.5%) 

have the lowest. When the 25% threshold is used, 

India and Thailand still have the highest and lowest 

catastrophic incidence.

In absolute numbers, across the seven countries, 

221.7 million people suffer from catastrophic 

expenditure for the 10% threshold and 49.7 million 

for the 25% threshold. Not surprisingly, India, with 

the largest population, has the highest number of 

people affected. 

The incidence of catastrophic spending varies by 

consumption and expenditure quintiles. Figure 3 

presents the incidence of catastrophic expenditures 

by total consumption or expenditures quintiles. 

The finding that poorer households have a lower 

face-value catastrophic incidence is consistent 

with studies globally, and hints at an affordability 

issue for the poor (WHO and World Bank Group 

2015.). Figure 4 shows the incidence of catastrophic 

expenditures by urban-rural areas. In Bhutan and 

India, the incidence in rural areas is higher than in 

urban areas, which may also suggest a mixture of 

inequality in both financial protection and access to 

health services.

As mentioned earlier, there is a third way of 

calculating catastrophic spending, which is based 

on the capacity to pay approach and using a 40% 

threshold. Table 3 shows incidence of catastrophic 

expenditure following this approach. It is clear that 

very few people in the six countries spend more than 

40% of their non-subsistence spending on health. 

The data show that the richest quintile is more likely 

to spend a bigger share of their budget on health.

Country Year Threshold = 10% Threshold=25%

Bhutan 2012 4.00 1.39

India 2011 17.33 3.89

Nepal 2014-15 10.71 2.41

Sri Lanka 2012 5.33 0.91

Thailand 2015 2.01 0.38

Timor-Leste 2014 3.52 0.96

Table 2: Incidence of catastrophic expenditure (%), using total household 
expenditure as denominator
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3. RESultS: A PictuRE Of finAnciAl PROtEctiOn in tHE REgiOn

National Poorest Poorer Middle Richer Richest Rural Urban

Bhutan 0.43 0 0.09 0.19 0.18 1.28 0.47 0.35

India 1.17 0.09 0.36 0.58 1.56 3.27 1.31 0.83

Nepal 0.83 0 0.17 0.90 0.92 2.15 0.76 1.00

Sri Lanka 0.32 0 0.03 0.05 0.15 1.37 0.32 0.32

Timor-Leste 0.23 0.28 0 0.07 0.25 0.56 0.22 0.27

Table 3: Incidence of catastrophic expenditure (%), using capacity to pay approach 
with 40% threshold  

Figure 3: Incidence of Catastrophic expenditure, by expenditure/consumption 
quintile (and total expenditure as denominator)
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Impoverishment 
As mentioned earlier, the concept of incidence of 

catastrophic expenditure does not adequately capture 

households close to the poverty line. Table 4 shows the 

impoverishing effect of health spending expressed as 

the share of the population affected. India (4.2%) and 

Nepal (1.7%) have the highest share of the population 

being pushed under the extreme poverty line of PPP$ 

1.90 per capita per day, corresponding to 52.5 million 

and 472,490 people, respectively. Thailand and Sri 

Lanka, on the other hand, have the fewest people 

being pushed under the poverty line of PPP$1.90.

When PPP$3.10 is used as the poverty line, the 

impoverishing effect is still most acutely experienced in 

India and Nepal, being 4.6% and 3.4%, corresponding 

to 56.9 million and 974,829 people, respectively.  

Thailand, Sri Lanka and Timor-Leste have seen the 

lowest impoverishing effect. 

Table 5 presents the impoverishing effect by 

consumption quintiles. The value of zero in many 

poor quintiles is because people are classified as 

poor already. Any OOP will only further their financial 

hardship. When including this consideration, the 

impoverishing effect clearly shows that the poorer 

suffer much more than their richer counterparts. 

From results in Panel A, it is clear that the bottom 40% 

by expenditure are vulnerable to being impoverished 

using the PPP$1.90 poverty line, or further 

impoverished in India and Timor-Leste, and the bottom 

20% are vulnerable in Nepal. Similarly, the bottom 

60% are vulnerable of being impoverished using the 

PPP$3.10 poverty line, or further impoverished in India 

and Timor-Leste, and the bottom 40% are vulnerable 

in Nepal.

Poverty line at

$1.90 $3.10

Bhutan 0.32 0.93

India 4.21 4.56

Nepal 1.67 3.44

Sri Lanka 0.07 0.83

Thailand** 0.003 0.003

Timor-Leste 1.12 0.84

*PPP exchange rates based on World Development Indicators, accessed on February 2017

**PL=$1 per capita per day and $2 per capita per day

Table 4: Share of population being 
pushed under two international 
poverty lines due to OOP (2011 PPP 
international dollar*)
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3. RESultS: A PictuRE Of finAnciAl PROtEctiOn in tHE REgiOn

Panel A. PL=$1.90

Poorest Poorer Middle Richer Richest

Bhutan 1.31 0.28 0 0 0

India 0 17.61 2.49 0.67 0.25

Nepal 6.90 0.97 0.46 0 0

Sri Lanka 0.34 0 0 0 0

Timor-Leste 0 0 5.28 0.22 0.10

Panel B. PL=$3.10

Poorest Poorer Middle Richer Richest

Bhutan 0 3.28 1.16 0.13 0.07

India 0 0 0 21.11 1.71

Nepal 0 0 15.50 1.51 0.21

Sri Lanka 3.86 0.26 0 0 0.04

Timor-Leste 0 0 0 3.53 0.68

*Thailand data are omitted here as the values are very close to zero for all quintiles under the two international poverty lines. 

Table 5: Percentage of population being pushed under two international poverty 
lines due to OOP (2011 PPP international dollar*), by expenditure/consumption 
quintile

Threshold = 10% Threshold=25%

Rural Urban Rural Urban

Bhutan 0.43 0.06 1.18 0.36

India 5.24 1.61 4.86 3.83

Nepal 1.98 0.94 3.79 2.64

Sri Lanka 0.08 0 0.97 0.19

Timor-Leste 0.95 1.56 0.51 1.69

Table 6: Percentage of population being pushed under the two international 
poverty lines due to OOP (2011 PPP international dollar), by region
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Table 8 shows all OOP components, by economic 

quintiles and by region. Apart from the expenditure on 

medicine, other significant OOP components include 

1) in Sri Lanka, more than 40% of OOP has been paid 

as fees to private medical practitioners, especially in 

urban areas; 2) in Thailand, the largest share of OOP is 

spent on inpatient care, and the trend is only reversed 

among the poor households.

What is hidden from these statistics is the number of 

people being financially discouraged to use healthcare 

when necessary. According to Demographic Health 

Surveys, as many as 55% of women aged 15-49 

in Nepal, 15% in Indonesia, 17% in India and 14% of 

Bangladesh reported having “problems in accessing 

health care due to cost of treatment”. Differences in 

service utilization by socio-economic quintiles further 

suggest that not accessing services due to financial 

barriers affects particularly the poorest segments of 

societies (WHO-SEARO, 2009). A successful journey 

towards UHC cannot afford an overlook of this 

foregone care issue.

Table 6 summarizes the impoverishing effect by urban 

and rural areas. It is clear that, except in Timor-Leste, 

the rural population suffers most from OOP induced 

impoverishment, no matter which international poverty 

line is used. Again the effect is largest in India and 

Nepal. When using PPP$1.90 as poverty line, 5.2% 

and 1.6% of rural and urban population in India are 

newly classified as poor due to OOP. In the case of 

Nepal, 2.0% of rural and 1% urban population are newly 

classified as poor due to OOP.  When using PPP$3.10 

as poverty line, the incidence of impoverishing health 

spending in India changes to 4.9% and 3.8%, in rural 

and urban areas respectively, and the numbers in Nepal 

increase to 3.8% and 2.6%, respectively.

Components and main drivers of OOP  
Medicine expenditure is the dominant component 

of OOP in many countries, as shown in Table 7:  In 

Bhutan, the spending on medicines and other health 

commodities during inpatient and outpatient care, as 

well as spending on commodities such as vaccines, 

constitutes 76.4% of total OOP. In India, 80% of OOP 

is spent on medicines, with the dominant source 

being outpatient care. Similarly, in Timor-Leste, 70.0% 

of OOP is spent on medicine. In Nepal, 77.1% of OOP 

is spent on medicines purchased in country, with 

another 1.5% spent on medicines during overseas 

healthcare. In Sri Lanka, the medicine expenditure 

share of OOP is likely to be underestimated, because 

in addition to the option of “purchase of medical and 

pharmaceutical products”, there are another two 

options in the questionnaire, namely “Fees to private 

medical practitioners (included costs of medicine)” 

and “Ayurveda consultation fees (included costs of 

medicine)”, from which the medicine part cannot be 

separated. 

Apart from Bhutan and Timor-Leste, the poorer 

households spend proportionally more on medicines 

than their richer counterparts in other countries. This is 

perhaps most prominent in Thailand, where on average 

the biggest component of OOP is hospital inpatient 

care (see Table 7 below), having medicines being the 

biggest financial burden for the poor.

National Poorest Poorer Middle Richer Richest Rural Urban

Bhutan 76.4% 69.2% 72.4% 77.0% 80.8% 78.2% 69.3% 89.4%

India 79.9% 85.3% 81.2% 78.5% 74.7% 72.0% 81.5% 76.0%

Nepal 77.1% 85.1% 79.3% 78.1% 72.4% 71.4% 77.1% 77.3%

Sri Lanka 33.6% 35.5% 31.6% 34.7% 33.6% 33.1% 32.1% 40.7%

Thailand* 37.2% 52.7% 43.4% 42.5% 37.9% 32.6% 36.9% 37.4%

Timor-Leste 70.0% 66.7% 68.8% 69.2% 72.7% 71.4% 70.3% 69.6%

*Estimated as an average of rural and urban results

Table 7: Share of expenditure on medicines as OOP
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3. RESultS: A PictuRE Of finAnciAl PROtEctiOn in tHE REgiOn

Poorest Poorer Middle Richer Richest Rural Urban National

Bhutan

Hospital care 0.1 0.6 2.7 1.3 4.2 1.8 2.7 2.1

Medicine 69.2 72.4 77.0 80.8 78.2 69.3 89.4 76.4

Traditional care 18.3 11.2 11.9 10.9 10.9 15.9 5.1 12.1

Other 12.4 15.8 8.4 7.0 6.7 13.0 2.8 9.4

India

Medicine 85.3 81.2 78.5 74.7 72.0 81.5 76.0 79.9

Diagnostic tests 1.4 2.2 3.4 4.1 5.2 2.6 3.4 2.8

Doctor fees 8.2 10.2 12.0 13.0 13.7 9.8 13.1 10.7

Nursing home/family planning devices 1.7 2.7 3.1 4.6 5.1 2.6 4.1 3.0

Other 3.4 3.6 3.1 3.6 3.9 3.5 3.4 3.5

Nepal

Inpatient 7.8 10.5 9.6 13.1 11.4 11.8 7.6 10.5

Outpatient 7.0 9.9 12.2 14.2 17.0 10.9 14.9 12.1

Medicine 85.1 79.3 78.1 72.4 71.4 77.1 77.3 77.1

Overseas 0.0 0.2 0.1 0.3 0.2 0.2 0.3 0.2

Sri Lanka

Fees to private medical practitioners  
(included costs of medicine)

53.2 57.0 58.1 54.6 52.8 46.6 55.3 43.5

Ayurveda (included costs of medicine) 1.6 1.4 1.7 1.6 1.6 1.8 1.7 1.5

Consultation fees to specialist 3.0 0.9 1.6 2.3 3.2 5.7 2.9 3.5

Diagnostic tests 4.8 2.0 3.9 4.0 5.7 7.0 4.6 5.9

Payment to private hospitals and nursing 
home

2.5 2.4 2.5 1.9 1.6 3.8 2.3 3.5

Purchase of medical and pharmaceutical 
 products

33.6 35.5 31.6 34.7 33.6 33.1 32.1 40.7

Spectacles and Hearing aids 0.5 0.2 0.1 0.3 0.5 1.0 0.4 0.6

Other 0.8 0.6 0.6 0.6 1.0 1.1 0.8 0.8

Timor-Leste

Inpatient 5.8 3.7 5.9 6.3 8.8 6.0 6.9 6.4

Outpatient (excluding medicine) 27.6 27.5 24.9 21.0 19.8 23.7 23.5 23.6

Medicine (also including outpatient medicine) 66.7 68.8 69.2 72.7 71.4 70.3 69.6 70.0

Thailand*

Medicine 52.7 43.4 42.5 37.9 32.6 36.9 37.4 37.2

Inpatient care 33.0 42.1 40.1 47.6 47.8 44.4 45.9 45.1

Outpatient 14.3 14.5 17.5 14.5 19.6 18.6 16.7 17.7

*National averages are estimates.

Table 8: Share of OOP components, by expenditure/consumption quintiles and region
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4. Discussion

Issues of financial access and impoverishment may take various forms, including 

small amounts to be paid during a long period and financial shocks due to 

expensive specialized acute care. Medicines, as shown by data above, belong to 

the first type. The discussion hereafter will focus on how the medicines challenge 

is being addressed, leaving the issues related accessing acute, specialized, hospital 

care, for a future analysis. 

Tackling OOP on medicines: the missed target?
High out-of-pocket spending, mainly led by household spending on 

pharmaceuticals, is pushing millions into poverty and/or representing financial 

hardship to them. This is not exclusive to South East Asian countries. Countries 

such as The Philippines, Georgia and Brazil present a similar situation (Bredenkamp 

et al 2013; Zoidze et al 2013; Vera Lucia et al. 2016). 

Government efforts in tackling financial protection include actions such as 

increasing budget allocations for health, creating social protection schemes 

or negotiating prices down to improve affordability of services and medicines. 

However, trends to date suggest that they are either insufficient or not yet 

meeting their goals. In general though, these policies have not been systematically 

evaluated and only partial non comprehensive analysis exists. 

It is not an entirely new finding that medicines are the highest component of OOP 

in many countries. For instance, purchase of drugs was found to constitute 70% of 

the total OOP expenditure in India in 2008 (Garg et al, 2009). The persistence of 

high OOP on medicines demonstrates that policy efforts so far have not reduced 

the problem. Table 9 below briefly summarizes a series of interventions (not meant 

to be exhaustive) being tried by SEAR Member States to tackle the challenges of 

access to medicines over the past few years.

There are generally three types of policies that can help improve universal access 

to medicines, namely supply-side, demand-side and market based policies. Supply-

side interventions usually aim at making medicines free (or highly subsidized) 

at public facilities. As presented in the table, all countries have such policies, 

with regular updates of their essential medicines list (EML) and national and/or 

subnational procurement and distribution arrangements. However, the success 

of these interventions largely depends on design of the EML, i.e. whether and 

to what extent the EML has taken into consideration the effectiveness and 

cost-effectiveness of the medicines, as well as the overall burden of disease 

of population, amongst other criteria, the quality of the supply chain and the 

final use of services by users. Demand side policies directly reimburse medicine 

expenditures to either providers or patients. Thailand have implemented these 

sorts of policies, although with different designs. The effectiveness of these 
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policies relies on the smoothness of the reimbursement mechanisms. 

Substantial transaction costs with a lengthy claims procedure can jeopardize 

them. Lastly, market based solutions involve price regulation to increase 

affordability of medicines. Still, the policy might not provide enough financial 

protection for the poor, who may still find the regulated prices prohibitively 

high (Cameron et al, 2011). Obviously, a combination of the three types of 

policies is more likely to succeed than any intervention being implemented 

alone. 

There are preconditions for these policies to be successful. The fiscal space 

of the government, and in particular the share they can allocate to medicines, 

immediately matters. Public spending on medicines in SEAR is extremely low, 

in both absolute and relatives terms (WHO-SEARO, 2017). Public spending 

on medicines is above half of total spending only in Bhutan, Timor Leste and 

Thailand. In Myanmar, India and Nepal, public spending on medicines does 

not reach 10% of total medicines spending. 

The situation for the poor is particularly worrying. They suffer from both 

foregone care and further impoverishment due to health care. Existing 

policies do not seem to work particularly well for them. While increased 

drugs availability in public facilities could help, patterns of care seeking by 

the poorest families suggest they are not benefitting the most (Rahman et 

al, 2014). Medicines in most south-Asian countries are cheap when compared 

with international peers (Cameron et al 2009). However, even those cheap 

drugs may be unaffordable to individuals, thus deterring treatment and 

leading to impoverishment, for the poorest groups of society. Some social 

health protection schemes, such RSBY in India, target specifically people 

below poverty lines but include only hospital based services (Chowdury 

et al 2016) hence not tackling where the main problem is, i.e. outpatient 

medicines.

Enhancing financial protection: more strategic 
purchasing is needed
While the need to strengthen financial protection with a particular emphasis 

on access to medicine is clearly demonstrated above, the question of “how 

to” does not immediately come with an easy answer. Many countries have 

already made the first steps towards better coverage of OOP payment on 

medicines (as table 9 summarized), but the question about how to make 

progressive and significant strides towards the final goal remains. It is clear 

that there is no one-size-fits-all policy recommendation to UHC; still, there 

are three important decisions policy makers can make that could help 

accelerating the progress. 
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First, what should be considered to be subsidized by the limited public resources? 

Over the past decades, many countries have developed programs, mostly vertical, to 

tackle communicable diseases, such as TB, malaria, and vaccine-preventable diseases. 

These efforts have seen great success in expanding free access to medicines to almost 

everyone, and have largely been credited for the fast increase in life expectancies. 

However, with the demographic and epidemic transitions being experienced in 

developing countries in a much shorter period of time than in developed ones, policy 

makers confront a huge challenge in dealing with this dual burden. Noncommunicable 

diseases are different in nature from infectious disease. They have more subtle and 

gradual onset, with a lengthy and indefinite duration, and usually not curable and in 

need of long-term care. Without effective and sufficient response from existing health 

systems, NCDs are already threatening the households’ finances, particularly those of 

the poor. Evidence from India and the Philippines shows that NCDs are significantly 

associated with high OOP expenditures (Indrani et al, 2016) and catastrophic health 

expenditure (Cavalles, 2014). When considering addressing this problem, health 

authorities will need to weigh the financial and political factors for a feasible priority 

setting. Apart from the criteria mentioned earlier, other factors may also be considered, 

including voices from citizens and professionals, system affordability, ethical concerns 

and equity.

The second question policy makers need to ask is how health providers should be paid 

in order to improve users’ financial protection. Relying on a payment system mostly 

based on fee-for-service mechanisms, can leave room for health providers to deliver 

more services than needed, resulting in cost escalation and exposing patients to 

financial hardship, without bringing in health benefits. This situation has already been 

reported in several countries (e.g. Li et al, 2012, Bredenkamp et al. 2014). The use of 

more proactive payment methods, like in Thailand, where per capita, case-payments 

with overall budget cap and extra incentives are combined, is a good example of how 

extra resources can be translated into more financial protection for users.

Last but not least, policy makers need to decide who to work with to provide health 

services. In countries with large private sector, increasing effective access and ensuring 

financial protection may require engaging with it. In SEA region, private practice 

is quite prevalent. In India 70% of diseases episodes were treated in the private 

sector, consisting of private doctors, nursing homes, private hospitals and charitable 

institutions (NSSO, 2015). Harnessing the potential of the private sector faces 

challenges of its own. The level of knowledge of quantity and quality of care provided 

is often rather weak. Also, governments seem not having/using the right instruments to 

regulate it. Engaging thus with the private sector may certainly require building up first 

governments capacity to regulate and perhaps contract.

In summary, the “what”, “how” and “who” are three key questions policy makers need 

to answer, in order to march on a successful journey toward UHC, providing sustainable 

and effective access to care for those that need it, financial protection and quality of 

care. In other words, answering these questions will require turning ministries of health 

and/or purchasing agencies into strategic purchasers.
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Policies Bhutan India Nepal Sri Lanka Thailand Timor Leste

S
u

p
p

ly
-s

id
e
 b

a
se

Essential 
medicines 
list (EML)

Latest version 
2016

No. of EML by 
active ingredi-
ent: 332

Latest national version 2015

No. of EML by active ingre-
dient: 376

National EML is mainly used 
for price control.  State 
EMLs also exist, and guide 
medicines procurement

Latest version 
2016

No. of EML by 
active ingredi-
ent:359

Latest version 
2014

No. of EML by 
active ingredi-
ent: 361

Latest version 2017

No. of EML by 
active ingredient: 
687

Latest version 
2015

No. of EML by 
active ingredi-
ent: 274

Free 
access 
in public 
facilities/ 
public 
funding

Policy is 
to finance 
essential med-
icines through 
government 
budgets and 
provide them 
free in public 
facilities.

In practice, 
OOP on medi-
cines is low. 

2011 National Rural Health 
Mission policy includes free 
medicines in public facilities, 
funded through central and 
state government budgets.

Several states have free 
essential drug initiatives 
(Kerala, Rajasthan, Madhya 
Pradesh, Maharashtra, Tamil 
Nadu and Gujarat – list not 
exhaustive).

In practice, OOP spending 
on medicines is high.

Policy is free 
essential medi-
cines access in 
public facilities, 
using government 
funding.

In practice, OOP 
spending on med-
icines is high. 

Policy is free 
access to essen-
tial medicines in 
public facilities.

In practice, 
in-patient 
medicines is pri-
marily financed 
by government 
resources. For 
outpatient 
medicines, OOP 
is high. 4

Policy is free 
access to essential 
medicines in public 
facilities, provided 
is registered in that 
facility

Financing is 
through social 
health insurance 
schemes. 

In practice, OOP on 
medicines is low.

Policy is free 
essential 
medicines n 
public health 
facilities, 
financed by 
government.

In practice, 
OOP is low. 

Public pro-
curement 
and dis-
tribution 
to public 
health in-
stitutions

Central pro-
curement.

Public distri-
bution system, 
with high avail-
ability of essen-
tial medicines in 
facilities 5

Policy is state level procure-
ment of essential medicines 
and state distribution sys-
tems for public facilities.

In practice state level pro-
curement and distribution 
capacity vary.  6; 7; 8  

Policy is central 
procurement and 
government distri-
bution. 

In practice stock-
outs are common. 
9

Policy is central 
procurement 
of essential 
medicines for all 
public facilities

Central procure-
ment for certain 
groups of medi-
cines. 

Public distribution 
to public facilities 
with high availabil-
ity 10

Central pro-
curement and 
public dis-
tribution for 
all essential 
medicines.

D
e
m

a
n

d
-s

id
e

Outpatient 
medicines 
being 
reim-
bursed (to 
facilities or 
patients) 
from 
purchasing 
agency

Reimbursement 
not applicable 
because tax-
based system 
with govern-
ment budget 
allocation.

Tax based system. Budget 
allocation to public facilities

RSBY and other social pro-
tection schemes reimburse 
inpatient medicines for 
members, not outpatient 
medicines. 11

Tax based system. 
Budget allocation 
to public facilities

Pilot insurance 
scheme covers 
64 essential 
medicines (with 
15% copayment by 
patients) for both 
in-patient and 
out-patient care. 12 
Population cover-
age below 2%.

Not applicable 
because tax-
based system 
with govern-
ment budget 
allocation.

Health social pro-
tection schemes 
cover for both in 
and out-patient 
essential medicines

Some non-EML 
medicines requires 
co-payments

Reimburse-
ment not 
applicable 
because tax-
based system 
with govern-
ment budget 
allocation

M
a
rk

e
t 

B
a
se

d

Price regu-
lation

Maximum retail 
price is set by 
manufacturers. 
If there is no 
Maximum Retail 
Price  (MRP) 
indicated, 
then Ministry 
of Trade and 
Industry can set 
mark-up

Limited number of EML 
under price control -Drugs 
(Prices Control) Order, 2013 
(DPCO) applies to EML only 
approx. 800 formulation has 
a fixed ceiling price current-
ly ser by National Pharma-
ceutical Pricing Authority, 
NPPA 

The maximum retail price is 
set by manufacturers 

Yes. Department 
of Drug Adminis-
tration and Drug 
Pricing Monitoring 
Committee set 
MRP using median 
method

Yes, for 48 
essential medi-
cines  the MRP is 
set by National 
Medicines Regu-
latory Authority

Formulations listed 
under NEML are 
subject to a “me-
dian price” price 
control policy.

The Ministry 
of Finance has 
implemented a 
notification which 
sets prices for gov-
ernment hospitals.

No price regu-
lation policy

4   Institute for Health Policy: Sri Lanka Health Accounts: National Health Expenditure 1990–2014 ; 2015 http://www.ihp.lk/publications/docs/HES1504.pdf 

5   Medicines in health care delivery in Bhutan - Situational Analysis: 20 July -31 July 2015, WHO SEARO http://www.searo.who.int/entity/medicines /bhutan_situational_analysis_
oct15.pdf?ua=1

6   Maiti R et al  Essential Medicines: An Indian Perspective Indian J Community Med. 2015 Oct-Dec;40(4):223-32;  

7   Prinja S. et al Availability of medicines in public sector health facilities of two North Indian States,  BMC Pharmacol Toxicol. 2015 Dec 23;16:43.  

8   Singh PV et al Understanding public drug procurement in India: a comparative qualitative study of five Indian states.  BMJ Open. 2013 Feb 5;3(2). 

9   Medicines in health care delivery in Nepal - Situational Analysis, 2015 http://www.searo.who.int/entity/medicines/nepal2014.pdf 

10   Medicines in health care delivery in Thailand - Situational Analysis, 2016 http://www.searo.who.int/entity/medicines/thailand_situational_assessment.pdf?ua=1 

11   Health Insurance Expenditures in India  (2013-14), November 2016 https://mohfw.gov.in/sites/default/files/6691590451489562855.pdf  

12   Social Health Security Programme: Standard Operating Procedures 2016 http://nhsp.org.np/wp-content/uploads/2016/08/SOP_SHSP_Unofficial-Translation-2-2.pdf

Table 9: Policies and practice to increase financial access to medicines in place in 
selected SEAR Member States, not exhaustive
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5. Conclusions 

Policy makers are aware of the challenge of 

improving financial protection in South-East Asian 

countries, as out-of-pocket expenditure on health 

have been continuously high over the past decades. 

This paper presents the latest evidence in seven 

countries of how serious the issue is, summarized 

in two widely used financial protection indicators 

of incidence of catastrophic of expenditure and 

impoverishing effect. As expected, countries’ 

experiences vary to a large extent. 

Globally, the median incidence of catastrophic 

spending in 2010 is 7.1% using the 10% threshold, 

and 1% using the 25% threshold. Two countries of 

this study – India and Nepal - have incidence rates 

higher than the global median for both thresholds. 

Three other countries – Bhutan, Sri Lanka and Timor-

Leste – have incidence rates near the global median 

for the 25% threshold. When capacity to pay is used 

as the denominator, catastrophic payments in all 

countries appears to compare favorably to global 

median of 1.0%, except in India (WHO and the World 

Bank, 2017). However, this may simply reflect lower 

levels of service use, particularly for the poor, in 

many countries, where people have little budget left 

for healthcare after meeting their daily consumption 

needs (the issue of foregone care, referred to earlier 

in the paper). Regardless of the definition and 

thresholds used, the incidence rates are in general 

higher among rural populations, which is likely a 

result of both financial and geographic barriers to 

healthcare. 

Global median rates of impoverishment are 1.86% 

using the extreme poverty line ($1.90), and 2.44% 

using the poverty line ($3.10). India and Nepal have 

the highest proportion of people being impoverished 

as a result of health spending. Data also show clearly 

that the poorer households suffer more than their 

richer counterparts. 

Medicines are the biggest component of OOP 

expenditures in India, Nepal, Bhutan and Timor-

Leste. In Sri Lanka, medicine expenditure is the 

second biggest component of OOP, following OOP 

payments to private medical practitioners. Low 

public spending on medicines plus absence or 

weakly performing policies partially explain the lack 

of financial protection against OOP payment on 

medicines. 

Medicines expenditure will increase in the near 

future, with the rise in noncommunicable disease. 

This transition, combined with population ageing, 

manifests an unprecedented challenge for ministries 

of health to allocate more resources effectively 
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and purchase quality services strategically, with 

farsighted planning and stepwise reform efforts 

to address both service coverage and financial 

protection issues 

There are examples of countries, including Thailand 

in SEAR, which have gradually expanded financial 

protection maintained it sustainably, from which 

other countries may take useful lessons. 

This is the first of a series of papers to be published 

by WHO SEARO. It has covered seven out of the 

eleven SEAR member states. In subsequent analyses, 

more recent data will be used and trend analysis 

will be presented whenever possible. A new method 

of monitoring the financial protection scenario will 

be laid out, which will better quantify the financial 

burden of the poor. 
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