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Abstract 

 

In Argentina, as in many other middle-income countries, financial protection for health 
continues to be far from universal and large parts of the population are excluded from well-
developed prepayment schemes. The purpose of this paper is two-fold. On the one hand, it 
analyses the Argentine health financing subsystems in more detail, focusing on their structure 
and their interrelationship. It also discusses how these relationships could be changed to 
enhance coverage, efficiency and quality of care. On the other hand, we simulate an overall 
improvement in the  prepayment mechanisms with their  consequent reductions in out-of-
pocket payments. In a first step, we simulate a status quo scenario, whereby the structure of 
the current health financing system is maintained. In the second step, we develop a reform 
proposal, namely a National Social Health Insurance plan, in order to enhance risk-pooling 
and to achieve universal coverage. These simulation projections help in the analysis of the 
financial implications of a true solidarity-based system and are expected to  contribute to a 
further discussion on a reformed health financing system in Argentina, but one that is, 
tailored to the country’s  needs and preferences.  
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1. Introduction 
 
One of the most important challenges faced by health systems is to generate efficient, fair, 
and sustainable financing mechanisms, which guarantee universal coverage of good quality 
health services to the entire population. This challenge constitutes, at the same time, an 
opportunity and a catalyst for institutional renovation. Some developed countries have met 
this challenge through different types of prepayment mechanisms, although even the 
wealthiest nations have also needed the time to develop a sustainable financial base. In most 
of the European countries that have achieved universal coverage, the transition took place 
over many decades, sometimes taking more than 50 years (see for instance Carrin and James 
2005a; Saltman and Dubois 2004 ). More recently, some developing countries have engaged 
in responding to this goal and now offer modern health services to all citizens (Frenk et al. 
2006; Giedion and Uribe 2009; Towse et al. 2004). 
 
In Argentina, as in many other middle-income countries, financial protection for health 
continues to be segmented and fragmented1. Large parts of the population are excluded from 
well-developed prepayment schemes (Baeza and Packard 2006; Londono and Frenk 1997). 
The formal sector of the labour force is covered by, usually good quality, social health 
insurance (SHI)2 funds. The informal sector, independent workers and those who are out of 
the labour force receive limited health benefits through a variety of under-funded, public 
sector schemes. These also  do not include explicit rights to a health care package. As a result, 
one obtains a segmented two-class health care system with separate risk pools: one for the 
formal – and better off – population separate from that of the other pools for the rest of the 
population. In 2007, about 40% of the total Argentine population were not a member of any 
private or SHI fund. In addition, within SHI there are two well-defined structures: the Obras 
Sociales Provinciales (OSPs) and the Obras Sociales Nacionales (OSNs), which includes the 
Instituto Nacional de Seguridad Social Jubilados y Pensionados (INSSJyP). Legislation 
passed in the last decade has concentrated on reforming OSNs. Reforms were not applied to 
OSPs, however,  remaining very fragmented with their 24 different and independent funds 
covering civil servants in each province. This fragmentation also leads to an overlap in 
membership, with some affiliates insuring themselves with private insurers as well due to a 
shortage of certain services or the deficient quality of others.  
 

As a consequence of exclusion from adequately run health financing schemes, large 
segments of the population resort to paying for health directly through out-of-pocket (oop) 
payments.  This is considered as the most inequitable means of financing a health system 
(World Health Organization 2000). In oop-financed systems, there is very little room for 
risk-pooling, and individual patients may pay more for a given service, at the point they 
receive health services, than they would in the case of a prepayment scheme. Previous 
analysis of OOP spending for Argentina (Cavagnero et al. 2006; Maceira 2004, 2009) shows 

                                                 
1Both concepts, fragmentation and segmentation, are understood in the same sense as in Baeza and Truman 
(2006), where fragmentation is defined as a multiplicity of often small and incentive-conflicting risk-pooling 
organizations, with little or no portability of benefits between them and unequal and discretionary access to 
direct and indirect public subsidies. Segmentation refers to the separation of subgroups of the covered 
population as a result of incentives or regulatory frameworks under different risk-pooling arrangements. Typical 
examples of such segmentation are differential risk-pooling arrangements by labour status (formal workers 
covered by Social Health Insurance (SHI), the informal poor covered by publicly-provided health services, and 
the informal better-off covered by voluntary private health insurance).  
2 In this paper, we refer to Social Health Insurance (SHI) as the funds made up principally by compulsory 
contributions from payroll taxes (including pensioners through their pensions); some government subsidies may 
also be transferred to the SHI sector, however. Voluntary insurance is referred to as Private Health Insurance 
(PHI) 
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the significant impact of those expenditures on households, particularly among the poor and 
uninsured population.  
 
Inefficiencies in a health financing system may ultimately affect the population's health 
status. Still, the Argentine health system is said to compare fairly well with other developing 
countries. However, when considering standards of care, a number of health status indicators, 
such as life expectancy and infant mortality rate, are worse than those of middle income 
countries in the region with lower health expenditure and a similar per capita income, such as 
Chile, Costa Rica and Uruguay.  
 
The purpose of this paper is two-fold. On the one hand, we analyse the health financing 
subsystems in detail, focusing on their structure and the interrelationship between them. In 
addition, we discuss how these relationships need to be changed to enhance coverage, 
efficiency and quality of care in order to move towards universal coverage. On the other hand, 
we simulate improvements in the  prepayment mechanisms and their subsequent negative 
impact on  out-of-pocket payments. We focus not only on how to raise additional funds, but 
also on how those funds can be pooled to spread risk and used to purchase or provide health 
services. The starting point for analysing change in any country is the existing organization 
and institutional arrangements of its health system. We therefore begin with the analysis of 
the current health financing system in Argentina, which leads to a baseline scenario. The 
simulated alternative scenarios are then contrasted with this baseline scenario.   
 
Both the baseline and alternative scenarios  are developed using the SimIns tool (Carrin and 
James 2005b). This health insurance simulation tool will allow us to simulate different 
scenarios, to understand the implications of changes in some policy variables and, to design 
alternative health financing policies. The data used in these analyses come from different 
sources at country level (e.g. Bruni 2000, 2005; INDEC 2009; Izquierdo et al. 2005; 
MTEySS 2009).  
 
Although a number of papers have analysed the Argentine health system in detail (Acuña and 
Chudnovsky 2002; Cavagnero 2008; Lloyd-Sherlock 2005; Montoya and Colina 1998; Tobar 
2000; Torres 2004), so far there has been no systematic study of a hypothetical scenario 
ensuring the appropriate linkages between the different health financing subsystems. 
Moreover, financial projections of a reformed health financing system as a whole with a view 
to achieving universal coverage is new to be analysed. Therefore, we believe our study 
constitutes a good starting point for discussions regarding new policy options and design 
aiming at universal coverage.    
 
 
2.  The health financing subsystems in Argentina: a closer look   
 
The Argentine health care system can be divided into three subsystems: the public sector3, 
SHI funds4, and the private health sector. The SHI subsystem is further split into provincial 
health insurance (OSPs) and the social health insurance at national level (OSNs). OSNs 
include the pensioners fund (INSSJyP), which is an independent scheme that covers the 
elderly population and their dependants. Table 1 shows the structure of the health financing 
system and expenditure in the different subsystems. Figure 1 presents the relationships within 

                                                 
3 ‘Public sector’ hereafter refers only to the tax-funded sector (without taking Social Health Insurance Funds into account).    
4We refer to SHI funds as they follow a number of social health insurance principles. However, it worth 
mentioning that they only involve specific groups and not the whole population, and so, they could be seen as 
being not fully "social". We decided to keep this name just to avoid confusion since SHI usually refers to 
compulsory work-related payroll, which is what OSN, OSP and INSSJyP are. 
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the Argentine health system. The upper part shows the structure of the financing within the 
different subsystems. The lower part shows how the financing is connected with health 
service provision. In the remainder of this section, we describe each of the health financing 
subsystems, paying special attention to those members comprising the SHI subsystem. 
 
Table 1 around here 
 
2.1. The publicly-funded sector   
 
The publicly-funded sector is based on supply-side government subsidies. It does not 
constitute a form of health insurance, since people (patients) are not identified as members. 
Furthermore, there is no administration of epidemiological risks (Colina et al. 2004). Usually, 
public facilities are used episodically by self-targeted groups, such as people without formal 
coverage. Particularly during the 1990s, this sector became  increasingly decentralized. This 
decentralization took place from the federal level to provincial or local administration 
(municipalities), leaving the federal Ministry of Health  (MoH) with a rather limited role in 
national health policy. As a result, the federal level accounts for a minimal percentage of 
about 4% of total health expenditure (see Figure 1). Provincial health ministries are in charge 
of basic public health services, including prevention, education and promotion. Since the 
legislative framework enacted in 1993, hospitals have been able to adopt a self-managed 
status. In general, public hospitals provide services to the so-called uninsured groups. 
However, in practice, they also deliver services, although to a lesser extent, to those covered 
by SHI or PHI.  
 

In Argentina, as in other countries with increased  administrative power of sub-national 
(provincial) governments, fragmentation of financial protection might also occur. This 
happens because decentralization of the federal structure fragments the risk pool and 
eventually may lead to inequalities in regional allocations of government subsidies. 
Historical budgets, which do not take into account population needs, perpetuate regional 
differences. This problem is of utmost concern in public health policy not only because of the 
consequences of an inequitable allocation of fiscal resources, but also because public policies 
maintain this inequity. 
 
2.2. The  social health insurance sector 
 
The SHI subsystem provides quite a fairly important coverage in the Argentine system. In 
2007, it covered about 54% of the total population with its three major health insurance 
schemes: OSNs, the INSSJyP and OSPs.  
 
2.2.1 Obras Sociales Nacionales (OSNs)   
 
The OSN sector is highly fragmented, with about 300 funds. The funds are organized by line 
of business and are mainly managed by trade unions. Although the number of OSNs is high, 
the beneficiaries are quite concentrated in a few funds; for instance, just ten of the funds 
account for 51.48% of the total beneficiaries. In 2004, only 19 funds had more than 100,000 
beneficiaries and, taken together, these made up 67.11% of the total affiliates (Torres 2004).  
 
One of the health reforms aimed at opening up the competition between SHI funds for 
membership, in order to reduce the number of funds and to increase pooling within the 
subsystem. However, these reforms did not lead to an enhanced degree of risk-pooling 
because transfers were not allowed between union-related OSNs and OSNs for management-
level employees. This separation between union-related and management-level OSNs and the 
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restriction on change between them did not contribute to the equity of the system. In fact 
those with higher wages shifted to more attractive OSNs for management-level employees. 
Furthermore, these management-level employees mostly purchase services from the private 
sector, which are perceived as being of better quality (Cavagnero 2008). Thus, the system 
switched from being one fragmented across lines of business to being one fragmented in 
social stratification, separating white-collar workers from the rest of the insured population. 
Indeed, several authors (Bertranou 1999; Montoya and Colina 1998; Tobar 2000) have 
pointed out that the proportion of people who switched from one OSN to another was 
correlated with the their (relatively high) salary level.   
 
Regarding the health services benefits package, each OSN has had to comply with he so-
called PMO (Programa Médico Obligatorio) since 1996. The PMO was not based on cost-
effectiveness criteria or evidence based practice, however. 5  The PMO also did not take 
explicit account of the actual level of OSN revenues. This led to  an unsustainable situation 
with growing demands and fluctuating resources. Situations of rationing also arose, such as 
an  indiscriminate suspension of health services (sometimes for a considerable length of time) 
and the establishment of waiting lists. Furthermore debt to providers increased.   In 2002, due 
to the economic crisis and the financial problems of many funds, the Superintendence of 
Health Services, hereafter SSS (Superintendencia de Servicios de Salud), saw the opportunity 
to revise the PMO. From that point onwards, the PMOE (Programa Médico Obligatorio de 
Emergencia) was implemented. This programme is a subgroup of the PMO, this time mostly 
based on practices that are cost-effective and evidence based.  
 
Within the OSNs, the so-called Solidarity Redistribution Fund (FSR)6 was created in the 
1970s to increase equity in the distribution of the resources collected. Nowadays, the FSR is 
managed by the SSS and serves three main purposes.7 Firstly, it compensates low-salary 
workers who do not achieve their minimum contributions of 20 pesos per affiliate and 17 
pesos per dependant. This is the so-called automatic subsidy, which is a transfer equal to the 
difference between the worker's contributions and the above mentioned minimum 
contribution that the fund, where the worker and her/his dependant/s are enrolled, receives. 
Secondly, the FSR pays for the administrative cost of the SSS. Finally, it also pays for the 
Administration of Special Programmes (APE).8 The APE represents ex-post risk sharing 
within OSNs covering high-cost and low-probability health events.  Prior to its reform in 
2002 9 , the FSR was used to transfer subsidies to some OSNs experiencing  financial 
difficulties. The SSS had discretionary authority over these subsidies, which represented 
between 46% and 66% of the total amount collected by the FSR during the period 1998-2001. 
This appeared to be highly inequitable, since funds receiving financial assistance were the 
ones associated with insured having higher-than-average per capita revenues. The measure 
that subsequently banned these subsidies in 2002 allowed the FSR to increase by three times 
the amount dedicated to paying for health care services within APE. The implementation of 
the automatic subsidy as well as the end of the discretionary use of the FSR has improved the 
distribution of the available financial resources. However, the differences in the per capita 
resources between OSN funds are still high despite the redistribution of 10-20% of revenues. 

                                                 
5 The first benefit package was a extensive list of proceedings that different OSNs were offering to their 
affiliates.   
6 Fondo Solidario de Redistribución 
7 Currently the FSR is made up of 10% of workers' contributions when their salaries are lower than 2400 pesos 
per month,  and 15% for salaries that exceed that amount. In the case of OSNs insuring management-level 
employees, these proportions are 15% and 20% for salaries lower or higher than 2400 pesos, respectively. 
8 Administración de Programas Especiales. This programme covers organ transplants and HIV-AIDS 
medication, among other medical services. 
9 In 1995 the automatic subsidy was introduced. However, the discretionary subsidies were not banned until 
2002.  
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This is because individual funds are not "well balanced" in terms of SHI contributions on 
salaries, i.e. there are funds that have mostly high-salary employees while other have mostly 
low-salary earners. The FSR redistributes a proportion of these differences, but a complete 
pooling of funds has not yet materialized. Complete pooling would imply that each fund 
receives the same amount of funds to cover a population with a given epidemiological profile.  
 
One of the most difficult problems of the SHI subsystem is the lack of compliance and the 
evasion of contributions. For example, in 2001 the collection of contributions was 29.2% less 
than the expected total contribution. In 2002, this figure was 19.6% (Torres 2004). The 
economic crisis in 2001-2002 had a significant impact on Argentina’s economic activity and 
employment, and therefore on OSN revenues. However, revenue collection and compliance 
had not improved significantly either during previous periods of growth in the 1990s.  
 
Another important issue regarding the sustainability of the SHI subsystem is the inclusion of 
different health insurance plans within the OSNs, such as the scheme for domestic workers 
and the Small Taxpayer's Simplified Scheme (Monotributo). In the latter case, this was 
implemented for small contributors or self-employed workers who may contribute on a 
voluntary basis. Contributions used to start at 20 pesos per main affiliate and another 20 for 
the whole family, regardless of the number, sex or age. The level of these  contributions were 
clearly not enough to cover the cost of the PMOE, especially the contribution for dependants. 
In order to improve financial  sustainability, contributions  increased to 37 pesos per 
principal affiliate and 31 pesos for each dependant in 2008. 10   In 2009, the principal 
affiliate's contribution raised again to 47 pesos.  

                                                

 
An issue related to the revenue collection is the ceiling on contributions (i.e. the amount after 
which contributions are not due). In 2005, this ceiling was set at 4800 pesos 11 . Since 
November 2008, the ceiling for employee contributions has been set at 7800 Argentine pesos. 
However, the employer’s contributions are now applied to salaries without any limit. Table 2 
shows contributions within the OSNs.   
 
Table 2 around here  
 
2.2.2. Instituto Nacional de Seguridad Social de Jubilados y Pensionados (INSSJyP)    
 
The INSSJyP is a special health insurance fund for the retired  and their dependents. In 
addition, this fund organizes health services as well as recreation, geriatric and funeral 
services. It mainly contracts out to private providers, although the demand for health services 
is also partly met by the public sector. With its more than 3 million affiliates, the INSSJyP is 
the largest OSN in the country. Like the other OSNs, the INSSJyP is regulated by SSS. It 
does not contribute to the FSR, however.  
 
The INSSJyP’s services are funded via  a combination of wage levies, i.e. from employees 
(3%) and employer contributions (either 1.5 or 1.62%), contributions on pension benefits 
(from 3% to 6%), and Government subsidies. The latter  are  irregular and depend on the 
negotiation power of the INSSJyP managers vis-à-vis  the Government. (Maceira 2001) 
stated that these subsidies amount to up to 20% of the INSSJyP’s revenues. In most cases, 
retired affiliates cannot opt for an OSN of their choice. In 1995 the retired population was 
given the option to change from the INSSJyP to another OSN. Yet, the low capitation (or 
transfer) paid by the INSSJyP per retired person was a major obstacle and thus not all OSNs 

 
10 The principal affiliate can only make contributions for his/her spouse, for children up to 21 years of age or for 
children up to 25 years when they are studying. 
11 This was equivalent to 60 pension modules (MOPRES) of 80 Argentine pesos each.  
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accepted retired people as beneficiaries. Only 72 OSNs accepted retired citizens, and in most 
cases these retired had been  associated with  those same OSNs when they were active 
workers.   
 
2.2.3. Obras Sociales Provinciales  (OSPs)   
 
There is one OSP for each of the twenty-three provinces plus one for the autonomous city of 
Buenos Aires. These OSPs provide health coverage to civil servants in each jurisdiction. 
Around 5 million people incorporating public sector employees and their dependants are 
covered through the OSPs. Coverage levels vary from province to province. The lowest 
coverage level is in the Buenos Aires province, whose OSP covers 8.5% of the population, 
while this percentage exceeds 40% in other provinces such as Catamarca or La Rioja.  
 
The sources of financing for the OSPs are public employees’ payroll contributions and the 
contribution from the province in its capacity as an employer. As state organizations, OSPs 
are also the agents that collect the employees’ and employer’s contributions at provincial 
level. Since the collection of contributions depends on the budgetary planning of the relevant 
finance ministries, the cash flows of OSPs are subject to the local government’s financial 
imbalances and availability.  
 
OSPs do not have a common regulatory structure similar to the SSS for the OSNs.  The 
affiliates do not have any possibility of choosing or changing the fund to which they are 
affiliated (or of opting out when they already have coverage, for instance with an OSN). 
There are no mechanisms for coordination or joint management across OSPs. And, in 
common with OSNs, most of the health services funded by the OSPs are contracted out to the 
private sector. About 85% of health services are delivered in private facilities, while 15% are 
provided in public facilities.  
 
The co-payment  for a consultation is on average about 50% and for medicines 45%; thus the 
financial protection provided by  the OSPs is on average lower than that provided by the 
OSNs.  In addition, there is no common benefits package across the OSPs. There is an 
explicit benefits package in only 13 out of the 23 OSPs. The level of contributions to OSPs 
varies between provinces, but in all cases the contributions made by active workers are lower 
than the 13.5% that are contributed to the OSNs.  OSPs' payroll contributions range between 
7% (in Chubut) and 12% (in Mendoza). Table 3 presents an overview of the payroll taxes 
applied by the OSPs.  
 

There is no connection between the different health insurance funds (i.e. between the OSNs, 
OSPs and the INSSJyP). This partly explains why there are a significant number of people 
with double coverage. In addition to the double coverage between the SHI subsystem and 
PHI, there are also people double-contributing within the SHI subsystem. Although national 
surveys do not allow us to estimate the extent of double coverage, a study carried out in eight 
OSPs12 showed that more than 15% of their affiliates  were also affiliated to an OSN (Torres 
2004). This happens mostly among civil servants such as doctors or teachers working in 
different institutions at the provincial and national level.    
 
Table 3 around here  
 
 

                                                 
12 The eight OSPs were from the following provinces: Santa Fe, Mendoza, Chaco, San Juan, Río Negro, Chubut, 
Corrientes Misiones.  
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2.3. The private sector 
 
The private sector encompasses private health insurance (PHI) funds and private health 
facilities. The former include not-for-profit and for-profit organizations known as mutuales 
and prepagas, respectively. The latter  provide health care services to the insured though 
contracts with these health insurance funds and to the uninsured through user fees. Between 8 
and 14 percent of the population has some kind of private health insurance. The rapid growth 
of private insurance in the 1990s can be explained by at least two factors. Firstly, the growth 
was caused by the authorization given to the private health care market to also provide health 
services to those covered by SHI subsystem. 13  Secondly, the growth was due to the 
increasing demand from richer population groups that sought better quality services than 
those provided by their social health insurance coverage. There are approximately 
200 private health insurance companies; however, there is no effective regulatory framework. 
Despite the large number of companies in the market, only 10% of them cover 50% of the 
PHI affiliates (Maceira 2001).  
 
 
3. The challenge of universal coverage 
 
3.1 The goal of universal coverage and its implication for reform   
 
One of the main policy challenges in health and social protection is the lack of access to 
health care. Universal coverage is defined as access to key promotive, preventive, curative 
and rehabilitative health interventions for all at affordable cost, thereby achieving equity in 
access (World Health Organization 2005).  
 
As it has been discussed in the literature, equity in financing (or fair financing) is commonly 
based on the notion that  households should pay a fair share of the cost of providing health 
services (see for instance Wagstaff and van Doorslaer 2000), and that they  contribute on the 
basis of ability to pay (rather than according to their health status or risk). However, what 
constitutes a fair share will depend to a large extent  on the political attitudes towards equity 
in each country. All countries will need to deal with  two critical aspects. One is risk 
solidarity (i.e. cross subsidies from the low-risk to the high-risk individuals) and the other is 
income solidarity (i.e. cross subsides from the high-income to the low-income 
individuals)(van de Ven et al. 2003). In practical terms, fair financing helps prevent the 
financial impoverishment of households when one of the members becomes ill. A large 
proportion of health funding should thus come from prepaid and pooled contributions. 
Finally, in the context of universal coverage, those who cannot afford to contribute should 
still be covered, thus ensuring social justice and solidarity (Normand et al. 2009). 
 
Universal coverage and the burden of health care payments do not vanish with rising income. 
National health financing systems must be designed deliberately to protect households from 
financial catastrophe, while ensuring access to needed services. This requires a reduction in 
out-of-pocket spending through the development of prepayment mechanisms. In order to 
achieve this long-term solution, flexible and short-term responses are needed. Although there 
is no universal formula, systems that attain universal coverage have two common features. 
Firstly, contributions are compulsory. All people contribute, whether they are sick or not, 
thereby spreading the risk – although the contributions of the poor might be subsidized 
partially or totally by government. People of low risk are not allowed to opt out of making 

                                                 
13 Two third of those affiliated to a private insurance use the mechanism by which the compulsory contributions 
are transferred from the OSN to the private insurance chosen (after deduction of the FSR's contribution and 
administrative costs charged by the OSN)   
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the basic contributions. Secondly, all people have access to the set of health services 
prescribed by the system and thus no one is excluded (Carrin et al. 2008). 
  
3.2 Building scenarios for universal coverage:  simulation as a method of analysis 
 
The projections are made using the SimIns tool (Carrin and James 2005b). SimIns is a health 
insurance simulation tool, which analyses the basic mechanisms of social health insurance at 
the country level and, in addition, projects the development of revenue and expenditure for 
the health sector  as a whole. The projections cover  a 10 year period. Key variables that need 
to be included in the simulation model are: population coverage, wages of the workers, health 
insurance contributions, co-payments, health care costs and health service utilization rates. 
Population can be varied according to six population groups14, whereas there can be  up to 
fifteen health service categories. If several health financing subsystems exist, including 
health insurance and tax-financed health services, SimIns ensures that the appropriate 
linkages are made between these subsystems. The key focus, however, is on the revenue-
expenditure account of social health insurance, the surpluses or deficits, and ways to address 
deficits. Still, the basic output also includes estimates of health care expenditures for the non-
insured and insured. These are based on cost estimates (for different health service categories) 
multiplied by associated utilization rates (for different population groups, further separated 
into the non-insured and the insured). In the end, the sources for funding of the total health 
expenditures are: the government health budget, health insurance contributions, user fees or 
co-payments and government subsidies.  
 
The method used by SimIns is essentially a financial planning tool in health insurance over 
the medium term, predicting the broad contours of health financing possibilities. As such, it 
can be interpreted as a deterministic model as opposed to a stochastic one. A deterministic 
model is a mathematical model that is constructed given a condition of assumed certainty. 
These models are usually introduced to study the impact of a change in regime, such as the 
introduction of a new tax, or as in our case the extension of the health insurance coverage. In 
addition, SimIns does not automatically model behavioural response to policy changes.15 As 
such, most variables (such as population growth rate, utilization rates, the health care costs of 
different categories of health services, etc) are exogenous and used to estimate the revenue-
expenditure account of social health insurance. Therefore, it could be indeed seen as an 
accounting model. However, it is important to bear in mind that this method cannot be used 
for a day-to-day financial management since it does not address the financial management of 
and managerial responses to "temporary" surpluses and deficits (SimIns, 2007).  
 
For this paper, the SimIns tool has been preferred over a behavioural model for various 
reasons. First, this category of models can be useful since they simply involve numerical 
simulation to find the exact paths of key variables. Although SimIns is not stochastic it 
allows us to illustrate the implications of initial policies with respect to key health insurance 
variables, thus reflecting (as opposed to setting) different policy options. Secondly, it is able 
to determine contributions, utilization rates and health care costs that ensure financial 
equilibrium of a health insurance scheme under dynamic (although "certain") conditions. 
Finally, it allows us to illustrate the impact of health insurance on the overall structure of 
health financing.   
 

                                                 
14 These six populations groups are: pensioners, government employees, other employees, self-employed, 
dependant of the self-employed, other dependants.  
15 However,  it is important to note that the interaction of health insurance with private health expenditure and 
with Ministry of Health care expenditure, are partially modelled. 
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In summary, it is a simulation and calculation tool that provides assistance in understanding 
the implications of policy decisions and helps in the design of alternative financing policies, 
ensuring a coherent set of results conditional upon the alternative sets of inputs given by the 
user.  
   
Figure 2 illustrates the systematic linkages in the structure of SimIns. On the right hand side 
of Figure 2, health expenditure incurred by the population that is covered by the health 
financing system is based on cost estimates (for different health service categories) 
multiplied by associated utilization rates. Co-payments to be paid directly by the covered 
population as well as administrative costs obviously have an impact upon the health 
expenditure that is to be financed ultimately by the health financing system. On the left hand 
side of Figure 2, we see that financing of health expenditure is via health insurance 
contributions and government subsidies. This is also connected to GDP and other 
macroeconomic conditions, i.e. financing is linked to the total government budget and the 
subsequent allocation to health, wages and other sources of income. 
 
 
4. Baseline scenario: status quo in the organization of the health financing system  
 
4.1.  Data and variables  
 
In order to investigate different policy options for moving towards universal coverage, we 
build a “baseline” simulation whereby all variables in the model follow a so-called normal 
course. The year 2005 is used as the starting point, or base year, for those projections. The 
period 2005-2008 was used to obtain the correct relationships between key variables and 
across time. The final year of the simulation period is 2015. 
  
Data used in this study comes from different data sources. We mostly use macroeconomic 
variables or averages at national level. Appendix II explains in more detail the data, its 
sources and evolution in the last years.   
 
The first input is the population and workforce structure: general demographic data on total 
population, population growth, percentage of dependants and proportion of dependants less 
that 18 years old. This is the first step to enable calculation of the total health insurance 
contributions. These data about the population structure are taken form the National Institute 
of Statistics and Census (INDEC 2009) . The non-dependant population is further separated 
into the self-employed, government employees, private employees and pensioners. This 
allow us to reflect differential contributions for each contributing group. Another important 
set of data input concerns the average annual wages and pensions that are taken from the 
Ministry of Labour, Employment and Social Security (MTEySS 2009). The schedule of 
contributions rates applied for the Argentine formal workforce is shown in Table 2.  
 
The Gross Domestic Product (GDP) deflator is important as inflation affects costs in current 
prices of inputs for health services and the availability of contributions to cover these costs. 
All the variables in the model grow automatically with inflation, all the while being kept at 
the same level in real terms. In addition the GDP and its growth are used so that the health 
expenditures are projected within a coherent macroeconomic setting. Finally the exchange 
rate and external price index are used to covert local currency values into USD.    
 
Another important input is the average cost per health service and the utilization rate. This is 
taken from various costing studies carried out for OSNs (Bruni 2000, 2005; Izquierdo et al. 

11 



2005). We used 7 different health service categories16  and we allow for differences for 
insured and non-insured. For the pensioners the utilization rate is set to twice as high as for 
the active workers. The co-payments also correspond to the co-payments applied by the 
OSNs (see Appendix, Table A.2 for more information).  
 
Data also include the percentage of population insured among each population group. In 
2007, the social insurance subsystem as a whole – including the INSSJyP fund, the OSNs 
and the OSPs – covered more than 54% of the total population. This variable will reflect the 
likely gradual transition to universal health insurance coverage. A flat rate contribution for 
the self-employed and their dependants was introduced. 
 
Administrative costs (inputted as a percentage of total health cost) are an essential 
component of any health insurance scheme. The FSR is consider in our model as reserves. 
Other non-health care cost are also introduced.  
 
Data related to the government's share in both financing and provision of health care 
provision is also part of the input. Therefore, there is an interaction between the Ministry of 
Health  (MoH) expenditures and the SHI expenditures. The former automatically adjust 
downwards (upwards) as health insurance expands(reduces).  
 
Finally, data related to the total private health expenditure is also introduced. Importantly, 
SimIns already estimates likely reductions in private health expenditure incurred within 
health facilities as soon as a greater share of population becomes covered by health insurance. 
In this study, we consider that the other private health expenditure, namely self-treatment and 
other non-facility expenditures, will remain constant.  
  
Table 4 shows the key variables that are used in the simulation model and the respective 
sources for the data. Since these variables are inputted, they can be considered as exogenous. 
However, we made the distinction between those that are likely to be implicated directly by a 
health reform, namely the policy variables, and those that are less likely to be affected by a 
health reform at least in the short run. It is worth noting that given the relatively short 
projection period (and the fact that universal coverage is assumed to be achieved at the end of 
the projection period) we considered GDP as exogenous. However, universal coverage—
through its better health access, financial risk protection, and ultimately better health—is 
expected to have a positive impact on domestic growth (WHO 2001).  
 
Table 4 around here  
 
4.2.  Main results of the baseline scenario  
 
Since this study takes a macroeconomic view of Argentina's health financing system, 
revenues and expenditure of the three health funds, i.e. OSNs, the INSSJyP and OSPs, are 
analysed for the purposes of simulating the account of the SHI subsystem.  
 
On the revenue side (see Figure 2), the account obtains funding mainly from two sources. 
One is contributions to the social health insurance schemes (OSNs, the INSSJyP and OSPs), 
while the other is government subsidies. Government subsidies are mainly used to finance 
public hospitals and primary health care centres. On the expenditure side, health care 
spending is calculated based on average cost data, associated with utilization rates for the 
various health service categories. Data on costs are those registered by the SHI funds, which 
                                                 
16 This include: consultation outpatient (1st level care), Diagnostics (1st level care), Specialist outpatient, 
Medicines,  Inpatient and specialized inpatient, Specialized diagnostics, Specialized care and equipment. 
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contract out most of their services to private providers. It is important to note that the unit 
costs used here could be somewhat higher than those currently applicable at public facilities. 
However, this could be seen as an implicit improvement in the health quality provision of 
public facilities.  
 
The OSNs cover 60% of the insured population within the SHI subsystem. OSPs cover 25% 
and the remaining 15% is covered by the INSSJyP. In order to have a closer look inside the 
SHI subsystem, we studied each scheme within the sector separately, and therefore, have run 
three different SimIns simulations accordingly. In order to do so, we divided the insured 
population into each of the different insurance schemes and their revenues/expenditures.17  
 
Some common assumptions were applied for the simulations of the three schemes within the 
SHI subsystem. OSPs were assumed to have the same payroll taxes as OSNs for workers and 
the same as those of the INSSJyP for the retired population. In addition, we considered the 
FSR as providing reserves for the entire SHI subsystem (even for OSPs, which do not have 
an FSR). These reserves represent on average 12% of the total health insurance expenditures 
of the SHI subsystem. Note that  these funds are not generating any interest in Argentina.  
The administrative cost was calculated at 10% of all health insurance expenditures within the 
SHI subsystem. Moreover, OSNs do not only operate in the area of health service delivery 
for their affiliates, but also in recreation, tourism, and geriatric and funeral services. We 
considered those as non-health care costs. By law, these non-health care costs have a ceiling 
of 12% of total health insurance expenditure. Below, we will first analyse OSNs, followed by 
the INSSJyP and OSPs.  
 
4.2.1. Obras Sociales Nacionales (OSNs) 
 
Looking solely at OSNs (without the INSSJyP) in Table 5, we see that they  covered 32% of 
the total population in 2005 and about 35% from 2007 onwards. This represents about 65% 
of those insured in the SHI sector. The dependency rate is 1.08 dependants per main 
beneficiary , which is consistent with the dependency ratio found by Torres (2004). 
 
Table 5 around here 
 
Regarding the financial situation of OSNs, Table 6 portrays a deficit of 4% of the revenues in 
2008. This deficit is slightly smaller in 2010 due to adjustments made earlier in the flat 
payments for the Small Taxpayer's Simplified Scheme.  After 2010, the deficit rises again, as  
the flat rate of the Small Taxpayer's Simplified Scheme is not adjusted automatically for 
inflation on a yearly basis.  
 
Table 6 around here 
 
4.2.2. Instituto Nacional de Seguridad Social de Jubilados y Pensionados (INSSJyP) 
 
In the case of the INSSJyP, we see in Table 7 that the dependency ratio is 0.25, which also 
corresponds to the ratio found by Torres (2004). As expected, this is considerably lower than 

                                                 
17 HI coverage comprised 54% of the total population in 2007 (INDEC, 2009). Since there is 
no connection between OSNs and OSPs, it is estimated that between 15 and 20% of those 
with an OSP - i.e. more than 1 million people or about 3% of the total population - are also 
enrolled in an OSN, including the INSSJyP (Torres, 2004). For this reason, the sum of 
population coverage from Tables 9, 11 and 13 will be somewhat higher than 54%, indeed it 
will be 57% in order to take into account this overlap of membership.  
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the dependency ratio for OSNs, as  the elderly population has  fewer dependants than the 
working population.  
 
The increment in coverage (from 7.9 to 8.8% of total population) seen in Table 7 reflects the 
increase in coverage for the elderly population due to a new law passed in 2005. This law 
gives all elderly citizens the right to receive the minimum pension and corresponding 
insurance coverage when reaching the statutory retirement age.18   
 
Table 7 around here 
 
Regarding the financial situation of the INSSJyP,  in Table 8 we see a surplus revenue of 
19% in 2008. Subsidies from the national treasury to the INSSJyP amounted to 257 million 
pesos in 2005, which is the annual average of what the INSSJyP received between 1997 and 
2003 (Fiscalía de Investigaciones Administrativas 2005.)19  We took into account the fact 
that government subsidies were adjusted by inflation.  
 
Table 8 around here  
 
4.2.3. Obras Sociales Provinciales (OSPs) 
 
Table 9 shows the population covered by OSPs. As already stated, OSPs cover mainly civil 
servants—those still in employment and, in many cases, those retired—in the provinces, and 
their dependants. The dependency ratio is 0.867, which  coincides fairly well with what we 
have for the SHI subsystem as a whole. This is the case because OSPs do not only cover 
currently employed workers in employment but also the retired population. 
 
Table 9 around here  
 
The financial situation of OSPs is shown in Table 10. There is a substantial deficit of 21% in 
2005. The latter decreases to 17% in 2006 and remains constant at that level until the end of 
the projection period. The drop in the deficit is due to an increase in government employees 
between 2005 and 2008 (Guido 2002). However, the proportion of government employees  is 
assumed to be constant from 2008 onwards.  This considerable deficit may be due to the 
assumptions made regarding the benefit package in OSPs. Indeed, it may reveal the fact that 
the benefit package is considerably lower in OSPs than in OSNs.   
 
Table 10 around here 
 
 
5. Simulating a National Social Health Insurance System for Argentina 
 
In the scenarios presented in this section, we simulate a National Social Health Insurance 
(NSHI) system by pooling funds from OSN, OSPs, the INSSJyP and from the MoH. The 
NSHI would  offer the same benefit package to all  insured members. We analyse two 
different ‘pooling’ scenarios: in the first scenario, we consider a system that keeps the current  
levels of technical efficiency. In the second, we consider substantial reduction in the 
administrative costs from the current 22% (health care costs 10% on average plus non-health 
care costs 12%) to 8% (Carrin and Hanvoravongchai 2003). The reserves are kept at 12% of 
SHI revenues. Either a single-fund or multiple funds can function in both pooling scenarios. 

                                                 
18 The statutory retirement age for women in Argentina is 62 and for men, 65.  
19 On page 5 of  the Fiscalía de investigaciones administrativas (2005) it is mentioned that during this period 
the INSSJyP received 1,800 million pesos: http://www.fia.gov.ar/Instruccion%20PAMI.pdf. 

14 

http://www.fia.gov.ar/Instruccion%20PAMI.pdf


In theory the same level of risk protection and efficiency can be reached by the two options. 
However, in the multiple fund case, cross-subsidization between the various health insurance 
funds is imperative.  
 
As is widely discussed in the literature (see for instance Baeza and Packard 2006), 
segmentation reduces systemic efficiency and equity. The latter is specially the case when 
segmentation arises as a consequence of linking labour status with financing and 
participation in a particular risk-pooling system. For instance, a job change that implies a 
move out of the formal market or even a shift from an OSN to an OSP, will mean a change in 
benefits eligibility and gaps in continuity. On the other hand, fragmentation also reduces 
efficiency, mainly because smaller risk pools require more financial reserves as a proportion 
of total revenue, mostly due to a higher variance of expected health expenditures. Therefore, 
reducing fragmentation via larger pools leads to lower financial costs that will also make 
more resources available to pay for health services. Moreover, these large pools are believed 
to be better at implementing purchasing strategies in relation to health service providers than 
small pools. In our case, only 19 OSNs show a membership larger than 100 thousand 
affiliates (Torres 2004), which may partially explain the difficulty in reducing costs. From 
the household viewpoint, fragmentation may mean not only limited risk-pooling and 
consequently high out-of-pocket spending but also a lack of portable benefits, which often 
leaves people without coverage when moving from one locality to another or when changing 
jobs. This was the case in the past with OSNs, when changing from one OSN to another 
meant very different benefits, as there was no common benefits package. However, this 
problem of lack of portability still occurs in OSPs, which are independent, with different 
contributions and very different benefits packages.  
   
In the literature, the policy debate has centred around two key policy options, single or 
multiple risk pools (Baeza and Packard 2006; Savedoff 2008). The first involves the merging 
of all risk-pooling organizations into one (for example, Costa Rica, the Republic of Korea). 
The second aims at a virtual single pool20, allowing multiple risk-pooling organizations to 
coexist, but under a common regulatory framework (for example, Belgium, Germany, the 
Netherlands, Colombia, Chile).  
 
On the one hand, the multiple risk pool option seems to be more feasible when multiple 
arrangements already coexist and when financially and politically it would be very costly to 
merge, at least in the medium term. In any case, the various health insurers would need to be 
heavily regulated due to market failures. This is especially true with regard to market 
selection, which may be reduced, obliging insurers to accept any risk according to law.  One 
remarkable trend in the latest health reforms in many countries is a marked decline in the 
number of health insurers, in both the public and private sector (Savedoff 2008).  
 
On the other hand, a single-pool option enlarges the risk pool to its maximum and is expected 
to ensure more efficient risk-sharing and equity (Savedoff 2008). Apart from implementing 
total cross-subsidization between groups with different incomes and health risks, the single-
pool option is also technically more efficient since, in principle, the uncertainty and volatility 
of health expenditures is minimized by pooling a large group of individuals or even the total 
population (in the case of a true universal coverage scheme). Nevertheless, this option can 
also imply a loss of efficiency due to the lack of competition. Again, it is worth noting that 
these net advantages over a multiple pool system are likely to be more modest if multiple risk 

                                                 
20Multiple risk pools can be referred to as "virtual single pools" when multiple organizations coexist, with all of 
them being subject to the same rules regarding the benefits package, portability, entitlement to benefits, rights to 
subsidized premiums, minimum size, and other institutional details. 
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pools are connected in an important way through a common regulatory framework and an 
efficient  risk equalization system. 
 
This policy debate ultimately reflects each country’s historic, political and cultural 
background as well as tensions and visions that go beyond technical and efficiency issues. 
Hard evidence is lacking regarding which of the two options – multiple funds or single-pool 
– best achieves effective financial protection through universal risk- pooling and which has 
the most impact on access to services. Therefore, we will not lean towards any of these 
options in particular as the best one for achieving universal coverage. Instead, policy makers 
should strive to improve the provision of health care and financial protection for all 
population groups implementing the strategies that  prove to work best in their country’s 
context (Carrin et al. 2008). 
 
 
 
5.1  Consideration with reference to the international experience   
 
Thus, although no clear-cut conclusion can be drawn between the choice of multiple and 
single risk-pools, it is worth noting that the experiences reviewed for other countries show a 
marked decline over time in the number of health insurers, in both the public and private 
sector. For example, Estonia reduced from 22 funds to a single national insurance fund. The 
Netherlands had some 600 sickness funds in 1941 and by 2004 only 21 health insurance 
funds remained active. In Chile, the number of health insurance funds (ISAPREs) peaked at 
26 in 1997 and subsequently declined to 15 in 2005. Similar processes can be found in 
Colombia, the Republic of Korea, Taiwan (China), and Tunisia (Savedoff and Gottret 2008). 
This reduction process was carried out using a variety of regulations such as set minimum 
capital and solvency requirements in order to avoid bankruptcies and the disruption of 
established standardized benefits packages. In a country such as the Republic of Korea, the 
primary driving force in the public sector and quasi public agencies was integration to 
improve equity (Kwon 2003). In fact, in the case of a SHI scheme with multiple but  delinked  
insurance funds, great differences can exist between spending levels, equity of access, and 
quality of care. That is why most countries that feature multiple funds have established risk-
equalization mechanisms. The latter transfer funds from schemes with wealthier and healthier 
clients to those whose affiliates are disproportionately poorer or sicker (as is the case  in 
Belgium, France, Israel, Japan, Netherlands and Switzerland). Managing such equalization 
mechanisms can be complex, since it is data intensive and analytically complex to adequately 
compensate health insurance funds for the financial effects of risk variation only and to avoid 
compensation for inefficient management. Many countries have found that achieving equity 
is easier and more direct when individuals are grouped into a fewer number of insurance 
pools. This is firstly because this facilitates cross-subsidies between individuals; secondly, 
because it simplifies eligibility criteria so that people do not find themselves moving from 
one scheme to another because of a change in income or employment; and thirdly because it 
reduces variations in benefits packages between population groups. What is clear is that there 
are certainly tradeoffs in having either fewer or more insurance funds. The decision will 
largely depend on the country context but may also change with time as new economic and 
political circumstances raise.  
 
5.2 Overview of the two pooling scenario: Common features and sensitivity analysis 
 
In the following section the introduction of universal coverage will be simulated taking into 
account different scenarios and variants related to administrative costs, health care costs, 
utilization rates and exempted population.  
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5.2.1 Increasing coverage: the exempt population 
These scenarios are assumed to be introduced in 2009. The endpoint of the projections period 
is again 2015. In 2008, the SHI subsystem covered about 54% of the population21; 7% had 
PHI and about 40% of the total population was not enrolled in any health insurance  fund; 
this 40% benefited from free health services at public facilities.  
 
In our reform proposal, we assume that there is no possibility of opt-out, so the 7% of 
population that has PHI would also need to join the NSHI scheme (although they would be 
entitled to keep their private coverage on top of the compulsory scheme). In order to enrol 
the remaining 40% of population in the NSHI, we assume two different alternatives in terms 
of capacity to contribute.  In the first alternative, 10% of the 40% to be covered would be 
able to contribute; the remaining 30% would be exempt from paying contribution and co-
payments. This coincides with the average national moderate (or non-extreme) poverty rate 
of 29% in 2006 (see Table 11). In the second alternative, we assume that half of this yet to be 
enrolled 40% can afford to pay and therefore only the poorest 20% of the population would 
be exempt from any contribution. The population eligible for exemption includes the self-
employed, the unemployed, and those out of the workforce.  
 
Coverage is assumed to grow linearly from 2009 to 2015 for employees, the self-employed 
and their dependants. For retired and government employees, full coverage is already 
assumed as of  2008.  
 
5.2.2 Increased equity, access and quality of health services  
In both pooling scenarios, we simulate a NSHI scheme with funding from various sources, 
such as tax-based funding, health insurance contributions (from employees and employers) 
and other contributions, which would provide the same benefit package to the entire 
population.  
 
In addition, we consider that part of the MoH budget spent on curative care will be pooled 
with the SHI budget. Thus, we have reduced the MoH budget by the amount spent on 
curative care and have increased the revenues of the SHI system accordingly.22 In so doing, 
all available funds are pooled by the NSHI system. This is also a way to enable, a split 
between funding and the subsequent allocation to public and private health facilities for the 
services they deliver. However, the budget spent on public health and education programmes, 
prevention campaigns etc. remains constant in real terms and under the management of the 
MoH. The government subsidies transferred to the NSHI system to cover the exempt insured 
population were calculated so that the fiscal effort from the Government is kept constant both 
before and after the reform. 
  
In the baseline simulation only 5% of services provided by to the insured by public health 
facilities were remunerated. However, in our proposed reform plan, we assume total 
autonomy for public health facilities, implying that public hospitals will henceforth get paid 
for all the services provided to the insured population. In addition, the same co-payments (in 
terms of schedule and level) as in private facilities would be introduced for the insured 
population attending public facilities. There is no co-payment for the exempt insured 

                                                 
21 To calculate the actual health insurance expenditure, the coverage in the baseline simulation was set at 
56.96% (instead of 54%) to take into account the overlap in membership between OSPs and OSNs (including 
the INSSJyP).  
22We estimated the amount of money spent by the government as the amount of services used by non-members 
by the price we have set for private providers.  
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population either in public or private facilities. Those uninsured in the transition period 
would continue to receive services in public facilities free of charge. 
  
Utilization would be expected to increase with coverage as a result of enabling access  to the 
same benefit package for the newly insured population (Mossialos et al. 2002). Concerning 
utilization, a first basic variant places the utilization rate at the level of the insured, which is 
higher than that observed for the previously uninsured population. Thus, this variant already 
represents an increase in utilization rates. Moreover, we consider two additional variants, 
reflecting the fact that the newly insured population are on average poorer than the already 
insured groups and are more likely to need and use health services. We consider increases in 
utilization of 25% and 50%, which will be applied to all insured (and not only the newly 
insured who are assumed to need/use more).  
 
Regarding the quality of services, the NSHI system is expected to finance the additional 
health care expenditure resulting from a substantial increase in quality. The two alternatives 
explored involved an increment in the unit cost of health services (which is used to reflect the 
higher quality) of 25% or 50% from 2009 to 2015. A sensitivity analysis of this increase in 
cost was also carried out. 
  
Thus two scenarios and their sensitivity analysis regarding the exempt population, cost of 
health services and utilization rates are developed. A summary of these alternatives is 
presented in Table 12. 
 
5.3 Initial simulation results of the two pooling scenarios  
 
Table 12 shows the range of possibilities considered. In the upper right-hand corner, scenario 
option S1A2 gives us the highest deficit, while in the opposite corner, the scenario option 
S2C1 gives us the least costly alternative.  In Table 13, we present the balance of the fund 
(deficit/surplus) for all the alternatives, i.e. the two scenarios and their sensitivity analysis. 
These balances as a proportion of the NSHI total revenues are presented in parentheses. 
Reforms are applied from 2009 on, with deficits rising in most of the scenarios, specifically 
in scenario 1. This is true even when keeping constant the demand for health services as well 
as their unit costs.23 One of the main reasons is that scenario 1 keeps the percentage of 
administrative cost constant. Not surprisingly, in scenario 2, deficits are significantly lower. 
In the case of constant utilization rates and costs, a deficit is only observed in 2012. Thus the 
gains in efficiency achieved in scenario 2 allow us to increase coverage at the same pace as 
in scenario 1 but without incurring deficits until 2011. The latter is the year when the exempt 
population reaches 11-12% of the total population. Increases in coverage and in the exempt 
population provoke increases  in the deficit. However in scenario 2, with constant cost and 
utilization rates (S2C1 and S2C2), the surplus in the first years can help to avoid the deficit 
for 2 or 3 subsequent years. Nevertheless, this situation is not sustainable and a stable 
financial situation has to be established in the subsequent years.  
 
The initial projections reveal that deficits arise because the NSHI system is increasingly 
covering more beneficiaries from the informal sector overall who on average pay less that 
what is needed to cover the costs of the health services they use. This illustrates the fact that 
further steps need to be taken in order to efficiently establish universal coverage, whereby the 
better-off subsidize the poor, and the healthy subsidize the sick. Indeed, the proposed reform 
aims to include a further 40% of the population into the proposed reform plan, which would 
provide higher quality and better access to health services. The simulation thus helps us to 
                                                 
23 Costs are always adjusted by inflation, so when we increase real costs by 25% or 50% to take into account an 
increase in quality, comes on top to obtain costs in current prices.  

18 



analyse the financial implications of such a reform, considering at the same time how much 
solidarity is financially feasible. This deficit could increase beyond the projection period, but 
it would not be expected to grow much further, since scenarios assume that universal 
coverage is reached in 2015. After these initial simulations, the key question is now  how to 
address the above-mentioned deficits.  
 
 
6. Ways to address the deficits while keeping the reform on track    
 
In Figures 3 and 4, we present the fund balances of the different scenarios as a proportion of 
the projected general government revenues and GDP, respectively. Only those alternatives 
associated with  the option of an  exempt population of 20% of the total population are 
shown. We present the two graphs, despite the fact that their shape is similar. Yet, typically, 
policy makers are likely to be more interested in balances relative to the size of the economy, 
i.e. GDP, or in government capacity to contribute, than in projected expenditure per se (Lee 
and Miller 2002). As we can see at the end of the period, the option with high cost and 
utilization is the most costly in both scenarios (although in scenario 1 it is more costly than in 
2). Alternatively, the same is true when keeping cost and utilization constant. At the end of 
the period, deficits range between 0.5% and 15% of the general government expenditure, 
while in terms of GDP these deficits vary between 0.1% and 4.1%.  
 
Figure 3 and 4 around here 
 
In Table 13 we can see that deficits appear sooner or later in all the scenarios, even in those 
with important efficiency gains and constant quality and utilization rates. Thus, solutions to 
balance the NSHI budget need to be found. There are a number of alternatives to either 
increase revenues and/or decrease expenditures of the NSHI.  
 
6.1 Increasing revenues  
 
NSHI revenues can be raised by increasing government subsidies in addition to the transfers 
already modelled in our previous scenarios (which kept the fiscal efforts constant). In other 
words, one could expand fiscal space for health by introducing earmarked or sin taxes or by 
introducing a special solidarity tax. In the first case, earmarked taxes are usually applied to 
specific goods such as tobacco, and their collection can be used specifically for the health 
sector. Countries such as Thailand and Australia have already introduced dedicated taxes for 
the health sector (Western Pacific Region Office 2004). In the case of solidarity taxes, this 
dedication could be achieved by increasing value added taxes (VAT) by 1 or 2 points. 
However, Argentina already relies heavily on indirect taxes, which is 21%.   
 
Another option could consist of increasing the income tax in order to contribute to finance  
universal coverage. Note that, at the end of 2008, income tax was decreased for those earners 
in the highest income decile. Calculations show that this represented a cut in revenues of 
1,340 million pesos in 2009.24 Should this income tax decrease be cancelled, the resulting 
revenues would allow the Government to finance the deficit of the alternative S2C1 until 
universal coverage would be achieved. For the remainder of the alternatives in scenario 2, 
these revenues would allow only the financing of the first couple of years of reform. 
Therefore, additional alternatives have to be put in place in order to close the financing gap.     
 

                                                 
24 http://www.criticadigital.com/index.php?secc=nota&nid=15598 
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In order to increase revenues, one could also increase the contribution rates of the informal 
sector or exempt a lower fraction of the population Small adjustments may be possible; 
however, on the whole there is little scope for extracting more payment from the informal 
sector. This is due firstly to the fact that one of the predominant characteristics of this 
population group is their low earnings. Secondly, compliance with higher  contributions 
would be difficult to achieve, since the payments would have to be made by those previously 
using mostly free health care from public facilities. If the financial burden on the informal 
sector were to increase too much and were to be insufficiently matched by improved access 
to health quality services, this section of the population might not support the reform. Thus, 
requiring higher contributions or exempting fewer people from payment might at a certain 
point simply lead to more persons defaulting on their contribution payments and being 
exposed to catastrophic expenditure when falling ill.  
 
Finally, another option concerning revenues would be to increase the payroll for the formal 
sector (private and government employees, and pensioners). Nevertheless this option is 
controversial, since part of the earlier reforms of the 1990s consisted of reducing payroll 
taxes, as they were seen as being responsible for increasing unemployment, due to their 
increase in labour costs. Despite the fact that payroll taxes were lowered, employment did not 
rise, however. Meanwhile, OSNs suffered from the shortage of funds (Cavagnero 2008; 
Torres 2004). In order to explore this possibility, we have introduced this option for scenario 
2 keeping cost and utilization constant (S2C1). The 5% deficit could be overcome with a 1% 
increase in payroll taxes for the employed and retired population respectively. The working 
population would contribute 14.5% in the form of payroll taxes (for example, evenly split 
between employers and employees) and the retired population would contribute 4%. But if in 
the same scenario we account for an improvement in quality of 25% (even keeping constant 
utilization rates), payroll taxes would need to be raised gradually from 14% in 2009 to 24% 
in 2015. This reveals the significant impact of an increase in quality and of the subsequent 
rise in health care cost on the sustainability of the NSHI fund.  
 
6.2 Adjusting expenditures   
 
Generally speaking, NSHI expenditures can be reduced by increasing co-payments, lowering 
provider remuneration (i.e., lower unit costs) or reducing the benefit package. For the first 
alternative, we have to take into account the fact that, in our projections, co-payments are 
already set for those gradually being insured. In the status quo scenario, non-insured 
population groups receive some health services free of change in public facilities (with a 
significantly lower benefits package than for those insured). During the transition period, the 
non-insured would still receive services free of charge at public facilities and, once universal 
coverage would be achieved, everyone would be covered by the comprehensive benefits 
package. Co-payment schedule would be those shown in the Appendix of this paper, Table 
A.2. Co-payments do not exceed 20-30% as otherwise they would have a negative impact on 
equity and increase the risk of catastrophic expenditure.  Furthermore, the alternative of 
reducing the benefit package may not be the most appealing, since the idea of increasing 
coverage and increasing financial risk protection is precisely to increase the benefit package 
to the level that it is already for the hitherto insured population. Regarding lowering provider 
remuneration (or unit costs), it would not be prudent to do so. As a major objective of NSHI 
is to raise funding that can be used to improve services, reducing provider remuneration or 
the benefit package would be inconsistent with this goal. However, ways to introduce more 
efficient provider payment mechanisms should certainly be considered.   
 

20 



Another option that could be thought about is the utilization of unused reserves from the 
FSR25. In 2008, aggregated macro data shows that the FSR collected around 2,200 million 
pesos, which is close to the 2,295 million pesos we calculated (see Table 6, accumulation of 
reserves). Out of that revenue, FSR funded the following (as discussed in section 2.2.1): 90.2 
million was spent on the functioning of the SSS, 727 million went to the APE and about 400 
million was spent on covering the minimum revenue per worker to OSNs (so-called 
automatic subsidy). Thus, only about 56-60% of the FSR is spent and the rest remains as 
unused reserves. By law, the remaining funds should be redistributed in the same proportion 
as they were collected, which clearly reduces the system’s intended redistributive effect. 
However, in the last few years, those resources have not been redistributed and have been 
kept by the national treasury instead. It is for this reason that trade unions have been pressing 
to restore the control of those inactive funds estimated at about 3,000 million pesos (see 
footnote 25).  
 
In order to explore how the unused reserves could be used, we construct Table 14, which 
shows the deficits, reserves and the reserves ratio for the period 2008-2015. This is done only 
for the scenario options with a 20% exempt population. Table 14 shows that scenario options 
S1C1 and S2C1 would allow us to finance the deficit using only about 35 and 11% of the 
reserves, respectively. If we consider that in 2008, only 56% of the reserves were used, this 
alternative would make it possible to finance the whole deficit through reserves. In the case 
of scenario options with a (small) increase in utilization rates and costs (i.e. S1B1 and S2B1) 
the deficits represent around 100 percent of the reserves in both cases. Therefore, in this case, 
an additional solution needs to be found to cover the 60% of the remaining deficit.  
 
 
7. Conclusion and final comments  
 
This paper analyses the financial feasibility of a new health financing system for Argentina 
and its possible move towards universal coverage. An increase in financial risk protection for 
all would require an enlargement of the current pooling mechanisms as well as considerable 
gains in efficiency.  This would allow everybody to be entitled to access to a common benefit 
package; analysis is based on the benefit package offered by the OSNs, i.e. PMOE. This 
paper has focused further on how much financing is needed for the proposed reform plan and 
alternative ways of funding the projected needs have been discussed. 
 
In a first step, we analysed a hypothetical status quo scenario, whereby the structure of the 
health financing system is maintained. These estimations allowed us to see that, although the 
system may seem somehow balanced, considerable differences between schemes (OSNs, 
OSPs and the INSSJyP) exist.  
 
Two major conclusions regarding the current system can be drawn from this analysis. The 
first is that with the same benefits package as OSNs, OSPs face a substantial deficit. This 
implies that the benefits package of OSPs may well be smaller than the one of OSNs. The 
second conclusion is that INSSJyP presents quite a substantial surplus. In our projections, the 
INSSJyP expenditure level coincides with the publicly known budget (see for instance Colina 
et al. 2004; Torres 2004). Therefore, the surplus may be the result of an overestimation of 
revenues. However, these parameters have been carefully checked and do not seem to be 
overstated. Indeed, recently, the Director of the INSSJyP fund declared that a surplus of 

                                                 
25This issue has been discussed recently in the press; see, for instance,: 
http://www.clarin.com/diario/2009/07/08/elpais/p-01954859.htm; 
http://www.criticadigital.com/index.php?secc=nota&nid=26244 
http://www.clarin.com/diario/2009/05/02/elpais/p-01909530.htm 
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about 6,700 million pesos had been accumulated26 , and this broadly coincides with our 
estimations regarding the accumulation of reserves and surpluses from 2007-2009. In the 
year 2006, the INSSJyP started to implement a new reform, which tried to bring to an end the 
chronic deficits. Those savings may well be part of a successful reform. However, more 
research is needed in order to evaluate these changes.  
 
In the second step, in order to increase risk-pooling mechanisms and achieve universal 
coverage, we investigated two pooling policy scenarios, i.e. single or multiple risk pools. The 
first involved the merging of all risk-pooling organizations into one. The second implied a 
virtual single pool, allowing multiple risk-pooling organizations to coexist, but under a 
common regulatory framework. However, these two scenarios have joint features such as an 
increase in coverage (with 20% or 30% as the exempt population) and an increase in equity, 
access and quality of care. So, in both scenarios we simulated a new NSHI system, with 
funding being obtained particularly via taxes and contributions, all the while providing the 
same benefits package to the entire population.  
 
Deficits arise in all the scenario options, basically because NSHI is covering increasingly 
more beneficiaries from the informal sector and those who are actually exempt. These 
projections help us to analyse the financial implications of such a solidarity-based scheme. 
The deficits presented in our scenarios are not expected to grow in real terms after the 
projection period, since at the end of 2015, universal coverage is assumed to have been 
achieved. Considering an exempt population of 20%, deficits range between 0.5% and 15% 
of general Government expenditure, and between 0.1% and 4.1% of GDP, in 2015. 
 
Several alternatives have been discussed for collecting the required funds to close the 
financing gap. However, two of these are particularly worth mentioning. The first is the re-
introduction of an income tax applied to the highest income decile that has been recently 
eliminated. This part of income tax has been criticized by some economists for its bad design. 
Although we consider that mistakes from the past should be avoided, the broad idea is to 
introduce some progressive taxation. The second possibility is to use part of the unused 
reserves for health services for the exempt population. As we discussed, only about 56-60% 
of the FSR is spent and the rest remains as unused reserves. By law, the remaining funds 
should be redistributed in the same proportion as they were collected, which would clearly 
reduce their redistributive effect. If the 20% exempt population is considered, scenario 
options S1C1 and S2C1 (i.e. keeping constant the utilization rate and cost in real terms) 
would require about 35% and 11% of reserves, respectively, to be used to cover the deficits. 
If we consider that, in 2008, only 56% of the reserves were used, this alternative would make 
it possible to finance the whole deficit through reserves, maintaining the level of reserves 
used in a year. In the case of scenario options with a (small) increase in utilization rate and 
costs (i.e. scenarios S1B1 and S2B1), the deficits at the end of the projection period, i.e. 2015, 
represent around 100 percent of the reserves in both cases. Therefore, in this case, an 
additional solution needs to be found because it is not sustainable to use all the reserves to 
cover deficits. Indeed, on average, the system is already currently allocating 60% of reserves, 
so only 40% could be set free to finance deficits. The remaining deficit would need to be 
funded via additional source of funding.  
 
Given the Argentine context, we have designed and developed a reform proposal, namely a 
National Social Health Insurance plan. We focus on the plan’s financial feasibility, assuming 
thereby a number of changes in the institutional setting. Were this proposal to be taken up as 
a part of a policy debate, it is clear that further adjustments or new features would need to be 

                                                 
26 http://www.pagina12.com.ar/diario/economia/2-133475.html 
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studied. In particular, further attention would need to be paid to the health providers and to 
the plan’s provider payment mechanisms. In any case, we hope this study will contribute to 
further discussion on a reformed health financing system, tailored to Argentina's needs and 
preferences. 
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Figures and Tables 

 

Figure1:  Structure of health system financing and provision in Argentina, 2005  
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Figure 2: Revenues and expenditure in the  simulation model 
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Table 1: Health Financing and Expenditure (in millions of constant pesos of 2003)27 

Source: National Health Accounts and authors own calculations  

 
    

2,003  
    

2,004 
    

2,005  
    

2,006  
    

2,007 
 TOTAL HEALTH EXPENDITURE   31,236 33,882 36,800 39,495 38,605 
 General government expenditure on 
health  16,304 17,871 20,100 22,269 21,776 
 Ministry of health   7,030 7,671 8,476 9,252 9,565 
 … of which National Ministries of Health  1,300 1,456 1,400 1,496 1,551 
 … of which Provincial Ministries of Health 4,708 5,049 5,921 6,544 6,759 
 … of which Municipal Health Centres   1,021 1,165 1,154 1,212 1,255 
           
 TOTAL SHI   9,275 10,200 11,624 13,016 12,211 
 OSNs   6,707 7,513 8,437 9,609 9,005 
 ….of which only OSNs  4,512 5,233 5,931 6,791 6,392 
 ….of which INSSJyP  2,196 2,280 2,506 2,819 2,613 
 OSPs  2,567 2,686 3,187 3,407 3,205 
           
 Private expenditure on health  14,931 16,012 16,700 17,226 16,829 
 Private health insurance (prepagas and 
mutuales)  4,261 4,307 4,331 4,211 3,980 
 Non-profit institutions serving households 
(NGOs)   1,070 1,240 1,247 1,359 1,369 
 Private households' out-of-pocket payment  9,600 10,465 11,122 11,656 11,480 

 
Table 2: Applicable Rates and Taxable Bases 

 

  Employer (a) (%) Employer (b) (%)  Employee 
Pension fund  10.17 (1)  12.71 (1)  11.00 (2) 
Pensioner’s Health Care Fund 1.50 (1)  1.62 (1)  3.0 (2) 
Family Allowance Fund 4.44 (1)  5.56 (1)   
Unemployment Fund 0.89 (1)  1.11 (1)   
Medical Care  6.0 (1)  6.0 (1)  3.0 (2) 

Total  23 27 17 
Notes: 
(a) For all activities, except commercial and service, invoicing more than 48 million 
pesos a year. 
(b) Commercial and service activities invoicing more than 48 million pesos a year. 
(1) These percentages apply without any limit  (the 6% for Medical care only since 
November 2008). 
(2) These percentages apply to the total remuneration up to monthly limit of 7,800 pesos 
(taxable salary) 

 
 

                                                 
27 This does not take into account grants outside the government and NGOs spending.  
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Table 3: Population insured and payroll taxes in OSPs (2005) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Payroll paid by 
Weighted 
Payroll 

Province 
Population 

Insured 

% of 
insured on 
total OSPs Active Passive Active Passive

Buenos Aires 1,066,918 20.3% 9 4.5 1.82 0.91 
Catamarca 161,409 3.1% 8.5  0.26 - 
Chaco 164,832 3.1% 13  0.41 - 
Chubut 77,267 1.5% 7 3 0.10 0.04 
Ciudad Aut.of 
Bs.As. 243,000 4.6% 11 3 0.51 0.14 
Cordoba 455,000 8.6% 9.5 3 0.82 0.26 
Corrientes 167,785 3.2% 11 3.5 0.35 0.11 
Entre Rios 237,300 4.5% 7 n/a 0.32 - 
Formosa 142,456 2.7% 9 n/a 0.24 - 
Jujuy 160,534 3.0% 10 n/a 0.30 - 
La Pampa 62,825 1.2% 8 n/a 0.10 - 
La Rioja 78,100 1.5% 9.6 4.1 0.14 0.06 
Mendoza 274,700 5.2% 12 1 0.63 0.05 
Misiones 167,589 3.2% 10  0.32 - 
Neuquén 167,589 3.2% 12  0.38 - 
Rio Negro 121,000 2.3% 9 6.4 0.21 0.15 
Salta 250,502 4.8% 9  0.43 - 
San Juan 134,085 2.5% 9  0.23 - 
San Luis 52,110 1.0% 8 n/a 0.08 - 
Santa Cruz 66,193 1.3% 10  0.13 - 
Santa Fe 437,808 8.3% 10 4 0.83 0.33 
Santiago del 
Estero 240,724 4.6% 8 n/a 0.37 - 
Tierra del 
Fuego 28,383 0.5% 10.5 n/a 0.06 - 
Tucuman 309,101 5.9% 9 4.5 0.53 0.26 

 
Total 

 

 

 

 

 

5,267,210 100.0% 9.55* 3.70* 9.55# 2.32# 
Notes:  

1. Payroll is a proportion of gross wages 
2. simple average #weighted average 
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 Table 4: Key variables in the simulation model and their sources 
  

Key variables inserted into the 
simulation 

 

 

Type of 
variable 

Source 

Total Population / Population Rate  Exogenous INDEC 

Dependency rate  Exogenous Various Households Surveys 

Structure of workforce & pensioners  Exogenous Various Households Surveys 

Average annual wage and pensions  Exogenous MTEySS 

Macro-economy INDEC & Intelligence Economic Unit 
(projections)  Exogenous 

(GDP, exchange rate) 
   

Bruni (2005); Izquierdo et al. (2005) 
Average cost  Policy 

Utilization Rates  Policy Bruni (2005); Izquierdo et al. (2005) 

INDEC Population covered (& dependency rate)  Policy 
  

 Health Insurance contributions 
Health Insurance Regulations 

(% of salary or flat contribution)  Policy 
and  SSS 

  
Co-payments 

 
Policy Health Insurance Regulation 

Reserves /administrative costs 
 

Policy Health Insurance Regulation 

Government expenditure on Health 
 

Policy NHA 

Proportion of services provided by 
government  Policy Various Households Surveys 

 Public Finance (expenditures in other 
sectors)  

Exogenous IMF 

 
Exogenous 

Private Health Expenditure NHA 

 
& Policy 

 
 Key Variables given by the model 
  Total health insurance revenues and its sources 
  Total health insurance expenditure and its components 

  Total health expenditure and its structure 

 
 General government health expenditure and its changes 
 Per capita and per insured expenditure 

  
 Notes:  
 Policy variables: refer to variables that are more likely to be affected by a health reform.  
 Exogenous variables: refer to variables that are less likely to be affected by a health reform at 

least in the short run.  
INDEC: National Institute of Statistics and Census    
MTEySS: Ministry of Labour Employment and Social Security  
SSS: Superintendence of Health Services  
IMF: International Monetary Fund   
NHA: National Health Accounts  
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Table 5: Population insured by OSNs, without INSSJyP 
 (in millions)  

  2005 2008 2010 2012 2015 
Dependants of self-
employed: 

0.566 0.582 0.592 0.603 0.62 

Self-employed: 0.708 0.728 0.741 0.754 0.775 
Government employees: 0.681 0.699 0.712 0.725 0.745 
Employed: 4.539 5.196 5.29 5.386 5.532 
(Formal sector) 
pensioners: 

0.000 0.000 0.000 0.000 0.000 

Other dependants: 5.861 6.552 6.671 6.791 6.976 

Total insured 
population: 

12.356 13.757 14.006 14.259 14.648 

Population coverage 
(%): 

32.0% 34.7% 34.7% 34.7% 34.7% 

 

 

 

Table 6: Health insurance expenditure and revenue in OSNs, without INSSJyP 
(in millions of pesos) 

 2005 2008 2010 2012 2015 

Constant prices 
Total health insurance revenue: 6,922 7,520 7,679 7,761 7,902 
... of which contributions: 6,922 7,520 7,679 7,761 7,902 
... of which Government subsidies: - - - - - 
... of which interest from reserves: - - - - - 
Real growth rate of revenue:  0.31% 0.41% 0.55% 0.62% 
Total health insurance expenditure: 7,094 7,816 7,957 8,101 8,322 
... of which health care expenditure: 5,294 5,833 5,938 6,045 6,210 
... of which admin+other+reserves: 1,800 1,983 2,019 2,055 2,111 
Real growth rate of expenditure:  0.90% 0.90% 0.90% 0.90% 
Balance of the fund (deficit [-] / 
surplus [+]): 

- 172 - 295 - 278 - 340 - 420 

Deficit / surplus as a % of total 
revenue: 

-2.5% -3.9% -3.6% -4.4% -5.3% 

Actual required Government subsidies 
for financial equilibrium: 

172 295 278 340 420 

Accumulation of reserves: 635 2,295 3,285 4,223 5,465 

Current prices 
Total health insurance revenue: 6,922 10,907 13,268 15,569 19,693
Total health insurance expenditure: 7,094 11,336 13,749 16,252 20,739
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Table 7: Population insured by INSSJyP 
(in millions) 

 2005 2008 2010 2012 2015 
Dependants of self-employed: 0 0 0 0 0 
Self-employed: 0 0 0 0 0 
Government employees: 0 0 0 0 0 
Employed: 0 0 0 0 0 
(Formal sector) pensioners: 2.275 2.605 2.652 2.700 2.773 
Other dependants: 0.776 0.885 0.901 0.918 0.943 
Total insured population: 3.051 3.490 3.553 3.618 3.716 
Population coverage (%): 7.90% 8.80% 8.80% 8.80% 8.80% 

 
 

 
 

 
Table 8: Health insurance expenditure and revenue, INSSJyP  

 (in millions of pesos) 
 2005 2008 2010 2012 2015 

Constant prices 
Total health insurance revenue: 3,845 4,284 4,356 4,431 4,544 

... of which contributions: 3,588 4,027 4,099 4,174 4,287 

... of which Government subsidies: 257 257 257 257 257 

... of which interest from reserves: - - - - - 
Real growth rate of revenue:  0.85% 0.85% 0.85% 0.85% 
Total health insurance expenditure: 3,025 3,462 3,525 3,589 3,687 
... of which health care expenditure: 2,258 2,584 2,631 2,678 2,751 
... of which admin+other+reserves: 768 879 894 911 935 
Real growth rate of expenditure:  0.9% 0.9% 0.9% 0.9% 
Balance of the fund (deficit [-] / 
surplus [+]): 

820 821 831 842 858 

Deficit / surplus as a % of total 
revenue: 

21% 19% 19% 19% 19% 

Actual required Government subsidies 
for financial equilibrium: 

-563 -564 -574 -585 -601 

Accumulation of reserves: 271 1,010 1,449 1,866 2,417 

Current prices 

Total health insurance revenue: 3,845 6,213 7,528 8,888 11,325

Total health insurance expenditure: 3,025 5,022 6,091 7,200 9,188 
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Table 9: Population insured by OSPs  
(in millions) 

  2005 2008 2010 2012 2015 
Dependants of self-employed: 0 0 0 0 0 
Self-employed: 0 0 0 0 0 
Government employees: 1.589 1.632 1.662 1.692 1.738 
Employed: 0 0 0 0 0 
(Formal sector) pensioners: 1.268 1.226 1.248 1.27 1.305 
Other dependants: 2.413 2.479 2.524 2.57 2.64 
Total insured population: 5.270 5.337 5.433 5.532 5.682 
Population coverage (%): 13.6% 13.5% 13.5% 13.5% 13.5% 

 

 

 

Table 10: Health insurance expenditure and revenue,  OSPs 
(in millions of pesos) 

 2005 2008 2010 2012 2015 

Constant prices 
Total health insurance revenue: 3,067 3,181 3,239 3,297 3,387 
... of which contributions: 3,067 3,181 3,239 3,297 3,387 

... of which Government subsidies: - - - - - 

... of which interest from reserves: - - - - - 
Real growth rate of revenue:  0.9% 0.9% 0.9% 0.9% 
Total health insurance expenditure: 3,714 3,728 3,796 3,864 3,970 
... of which health care expenditure: 2,772 2,782 2,833 2,884 2,962 
... of which admin+other+reserves: 942 946 963 981 1,007 
Real growth rate of expenditure:  0.9% 0.9% 0.9% 0.9% 
Balance of the fund (deficit [-] / surplus 
[+]): 

- 648 - 547 -557 - 567 - 582 

Deficit / surplus as a % of total revenue: -21% -17% -17% -17% -17% 
Actual required Government subsidies for 
financial equilibrium: 

 
648 

 
547 

 
557 

 
567 

 
582 

Accumulation of reserves: 333 1,115 1,584 2,029 2,619 

Current prices 
Total health insurance revenue: 3,067 4,614 5,597 6,615 8,442 
Total health insurance expenditure: 3,714 5,408 6,559 7,753 9,894 
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Table 11: Population below various poverty lines   
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Table 12: Scenarios of analysis 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Cost & Utilization 
PL1 

(20%) 
PL2 

(30%) 
High-increase [A] S1A1 S1A2 
Low-increase[B] S1B1 S1B2 

Scenario 1  
(efficiency is kept 

constant) 
 

Constant [C] 
 

S1C1 
 

S1C2 
 

High-increase [A] S2A1 S2A2 
Low-increase[B] S2B1 S2B2 

Scenario 2 
(substantial gains 

in efficiency) Constant [C] S2C1 S2C2 
Note:  
High-increase implies cost and utilization rates to increase by 50%. 
Low-increase implies cost and utilization rates to increase by 25%. 
Constant implies that costs and utilization remain constant at the level of baseline (in the 
case of utilization rates those of insured population are used)  

    
% 

Total 
Pop. 

% 
Total 
Pop. 

% 
Total 
Pop. 

% 
Total 
Pop. 

Year-
Semester 

Pop. (in 
millions) 

Pop. (in 
millions)

Pop. (in 
millions)

Pop. (in 
millions) 

2005-I 15.27 38.88 5.49 13.99 5.15 13.13 1.79 4.56 
2005-II 13.34 33.97 4.78 12.18 4.58 11.66 1.55 3.94 
2006-I 12.36 31.13 4.41 11.11 4.18 10.51 1.47 3.70 
2006-II 10.62 26.73 3.42 8.61 3.37 8.48 1.28 3.23 

Source: CEDELAS, 2007 
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Figure 3: Balance of funds as a proportion of general Government revenues 
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Figure 4: Balance of funds as a proportion of GDP    
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Table 13: Balances of different scenarios and sensitivity analysis (in million of pesos).  
 

 

 

 

 

 

 

 

 

 

 

  20% of exempt population 30% of exempt population 

 Cost & Utilization 2008 2010 2012 2015 2008 2010 2012 2015 
High-increase  

[A] 
 

 
-21.3 

(-0.00) 

 
-6,918.3 
(-0.37) 

 
-15,726.9 

(-0.74) 

 
-35,060.3 

(-1.37) 

 
-21.3 

( -0.00) 

 
-7,057.8 
(-0.38) 

 
-16,358.1 

(-0.78) 

 
-36,931.1 

(-1.48) 

Low-increase 
[B] 

 

 
-21.3 

(-0.00) 

 
-4,540.5 
(-0.24) 

 
-9,395.6 
(-0.44) 

 
-19,087.4 
(- 0.74) 

 
-21.3 

(-0.00) 

 
-4,671.6 
(-0.25) 

 
-9,962.8 
(-0.47) 

 
-20,621.9 

(-0.83) 

Scenario 1 
 
 
 
 
 
 

Constant  
[C] 

 

 
-21.3 

(-0.00) 

 
-2,251.7 
(-0.12) 

 
-3,578.9 
(-0.17) 

 
-5,363.0 
(-0.21) 

 
-21.3 

(-0.00) 

 
-2,374.9 
(-0.13) 

 
-4,089.5 
(-0.19) 

 
-6,621.8 
(-0.27) 

High-increase  
[A] 

 

 
-21.3 

(-0.00) 

 
-3,482.5 
(-0.19) 

 
-10,749.2 

(-0.50) 

 
-26,904.4 

(-1.05) 

 
-21.3 

(-0.00) 

 
-3,612.7 
(-0.19) 

 
-11,339.4 

(-0.54) 

 
-28,627.3 

(-1.15) 

Low-increase 
[B] 

 

 
-21.3 

(-0.00) 

 
-1,424.1 
(-0.08) 

 
-5,268.3 
(-0.25) 

 
-13,077.0 

(-0.51) 

 
-21.3 

(-0.00) 

 
-1,547.0 
(-0.08) 

 
-5,803.2 
(-0.28) 

 
-14,508.9 

(-0.58) 

 
Scenario 2 

 
 
 
 
 
 

Constant  
[C] 

 

 
-21.3 

(-0.00) 

 
557.2 
(0.03) 

 
-233.0 
(-0.01) 

 
-1,196.2 
(-0.05) 

 
-21.3 

(-0.00) 

 
441.2 
(0.02) 

 
-718.9 
(-0.03) 

 
-2,389.4 
(-0.10) 

Note: The deficit as a percentage of the total revenue in a given period is in brackets 
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Table 14: Deficits and reserves in different scenario options, 2008-2015 
 

  2008 2009 2010 2011 2012 2013 2014 2015 

Deficit 
 

-21 
 

-3,756 
 

-6,918 
 

-10,886 
 

-15,727 
 

-21,359 
 

-27,706 
 

-35,060 

 
Reserves 

 
4,420 

 
5,939 

 
7,724 

 
9,926 

 
12,543 

 
15,606 

 
19,159 

 
23,260 

 
S1A1 

 
 
 Ratio 0.00 0.63 0.90 1.10 1.25 1.37 1.45 1.51 

Deficit 
 

-21 
 

-2,737 
 

-4,540 
 

-6,755 
 

-9,396 
 

-12,365 
 

-15,518 
 

-19,087 

Reserves 
 

4,420 
 

5,848 
 

7,428 
 

9,281 
 

11,377 
 

13,716 
 

16,309 
 

19,178 

 
 

S1B1 
 
 Ratio 0.00 0.47 0.61 0.73 0.83 0.90 0.95 1.00 

Deficit 
 

 
-21 

 
-1,734 

 
-2,252 

 
-2,870 

 
-3,579 

 
-4,288 

 
-4,815 

 
-5,363 

Reserves 
 

4,420 
 

5,758 
 

7,141 
 

8,667 
 

10,285 
 

11,977 
 

13,733 
 

15,553 

S1C1 
 
 Ratio 0.00 0.30 0.32 0.33 0.35 0.36 0.35 0.34 

 
Deficit 

 
-21 

 
-930 

 
-3,483 

 
-6,736 

 
-10,749 

 
-15,452 

 
-20,744 

 
-26,904 

 
Reserves 

 
4,420 

 
5,311 

 
6,386 

 
7,763 

 
9,427 

 
11,395 

 
13,694 

 
16,364 

 
 

S2A1 
 
 Ratio 0.00 0.18 0.55 0.87 1.14 1.36 1.51 1.64 

 
Deficit 

 
-21 

 
-48 

 
-1,424 

 
-3,160 

 
-5,268 

 
-7,666 

 
-10,193 

 
-13,077 

 
Reserves 

 
4,420 

 
5,250 

 
6,189 

 
7,334 

 
8,650 

 
10,135 

 
11,795 

 
13,643 

S2B1 
 
 Ratio 0.00 0.01 0.23 0.43 0.61 0.76 0.86 0.96 

Deficit 
 

-21 
 

820 
 

557 
 

203 
 

-233 
 

-674 
 

- 927 
 

-1,196 

 
Reserves 

 
4,420 

 
5,191 

 
5,997 

 
6,924 

 
7,922 

 
8,976 

 
10,077 

 
11,226 

S2C1 
 
 Ratio - - - - 0.03 0.08 0.09 0.11 

  Note: 
   Negative deficits should be read as surpluses. 
   Ratio is defined as the proportion between the deficit and the reserve in a given year.   
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Appendix: Data description  
 

Data inputted in the simulations carried out in this paper can be described as follows:  
 
 
1. Population and workforce structure  
 
In 2005, the total population of Argentina numbered 38.6 million, with an average annual 
growth of 0.9% over the period 2005-2015; the latter is forecasted by the National Institute 
of Statistics and Census (INDEC 2009). It is estimated that about 58% of the total 
population are dependants, of which 58% are children under the age of eighteen. The  
dependants include the unemployed population, which in 2005 continued to be more than 
10% of the workforce.  Table A.1 shows that around 13 million people were part of the 
labour force in 2008, of which 6.7 million and more than 2 million were employed in the 
private and public sector, respectively. The remaining 3.8 million were self-employed 
workers. 
 
Table A.1 around here  
 
Salaries are calculated based on data from the Ministry of Labour, Employment and Social 
Security (MTEySS 2009). The variable used is the average total wage for those in full-time 
employment. To obtain the gross wages, we assumed that workers contribute 17% through 
payroll taxes: 3% for medical care, 3% for the pensioners’ health fund and 11% for the 
pension fund. This gives an average net salary of 919 pesos per month and a gross annual 
salary of 13,285 pesos in 2005. We  assumed in this baseline simulation that salaries and 
pensions grow with inflation. The workforce structure was based on data household surveys 
from INDEC, while data on government employees were taken from (Buchner et al. 2005).   
 
 
2. Macroeconomic and public finance 
 
After the economic crisis in 2001/2002, Argentina's GDP experienced a period of rapid 
expansion. Average real GDP growth from 2003-2007 was 8.8% and average annual 
inflation was 9.7% during the same period. Real GDP growth decelerated to 6.2% in 2006 
and, due to the global and domestic economic slowdown, the growth rate  is expected to 
slow down to  by 2.2% in 2009. We use these figures in our simulation projections.  
 
In nominal terms, the 2005 GDP amounted to 531.9 million pesos, achieving 966.4 million 
pesos in 2008. From 2010 onwards, real growth is expected to be about 3-4% and inflation 
around 7-8%.  
 
 
3. Health care cost and utilization 
 
We consider seven types of health service category. Average costs for each category are 
obtained from the PMOE costing study carried out by (Bruni 2000), updated by (Bruni 2005) 
and by (Izquierdo et al. 2005). Bruni’s study divides the health services into first and 
secondary levels of care. We added all consultations at the first level, on the one hand, and 
all diagnostics on the other hand, in order to build the first two categories shown in Table 
A.2. We repeated this procedure for the other health service categories. The co-payment in 
Argentina is a flat rate of 4 pesos for consultations of all levels, 5 pesos for simple lab tests 
and diagnostics and 10 pesos for the more complex lab tests. These values are the maximum 
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possible and although their application is non-compulsory, we assumed that each SHI fund 
applies them. Since co-payment is flat, i.e. independent of the service cost, its  percentage in 
the health service  cost is obviously lower the higher the service cost. This explains that for 
specialist outpatient or specialized diagnosis, the percentage of co-payment is lower than for 
consultation and diagnostics at the first level of care. Although co-payments for medicines 
are in general 60%, some medicines, such as those for chronic diseases, are associated with a 
30% co-payments while others have zero co-payments, resulting in an average co-payment 
of 37%.   
 
As suggested by Izquierdo et al. (2005), we adjusted the cost of inpatient services  
(calculated before the devaluation of the peso) by 60% and we have also increased the cost 
of general consultations from 15 to 18 pesos. Thus, the PMOE for 2005 shown in Table A.2 
is associated with  a monthly per capita cost for the SHI funds of Ar$39.79. If we include the 
8% administrative cost, this amount reaches Ar$42.97. This result is in line with Izquierdo et 
al. (2005)28. It is important to note that for the elderly population, the utilization rates were 
set at twice the level shown in Table A.2. 
 
Table A.2 around here  
 
 
 4. Health insurance subsystems  
 
As discussed in section 2, Argentina is a segmented and highly fragmented system. Funding 
comes mainly from payroll taxes and contributions from the public treasury. In 2007, the 
social insurance subsystem as a whole – including the INSSJyP fund, the OSNs and the 
OSPs – covered more than 54% of the total population. As we can see in TableA.3, the per 
capita health expenditure is very different between the different subsystems. For the SHI 
subsystem as a whole, the per capita expenditure in 2005 was 705 pesos, while for the 
government funded subsystem and private health insurance, these figures were 663 and 1908 
pesos respectively. However, as shown in TableA.3, there are significant differences within 
the SHI subsystem: OSN spending is 571 pesos per capita, while INSSJyP and OSPs 
disburse 978 and 710 pesos respectively.  
 
Regarding payments from the SHI funds to the public self-managed hospitals, we find that 
only 5% of the services provided to the insured population in those facilities are paid for  by 
their respective OSNs. About 70 million pesos were transferred from the OSNs (including 
INSSJyP) to the public hospitals in 2003 for services these provided to the insured 
population. This amount adjusted for inflation gives us about 80 million pesos in 2005, 
which coincides with our projections. This modest remuneration to public facilities is partly 
explained by the fact that only OSNs have this provider payment system in place. The OSPs, 
which use the public facilities network intensively, and other autonomous funds such as 
universities, the armed forces and many private insurance providers do not form part of this 
system and are not obliged to pay for public hospital services.   
 
 
Table A.3 around here 
 
 
 
 

                                                 
28Depending on the method used, costs for June 2005 ranged from Ar$38.53 to Ar$42.97. 
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Using the variables described above, Table A.4 summarizes the simulated health expenditure 
and financing of the baseline scenario for selected years. Total heath expenditure (THE) 
presented here follows the so-called normal course (as described by the National Health 
Accounts) for the three first years. Projections for subsequent years reflect the status quo 
situation. Since THE has been growing at a slower pace than inflation, the projected THE as 
a percentage of GDP has been decreasing somewhat. We see that THE per capita was 1,132 
pesos in 2005 and that it is projected to increase up to 2,793 in 2015. However, when 
measuring THE in constant prices, the level remains more or less stable, projected to reach 
1,121 pesos in 2015. The annual growth of THE is slightly slower than real GDP growth, 
resulting in a decrease  of THE as a percentage of the GDP from 8% to 6% in 2015. This is 
also due to the fact that we take account of a zero real growth rate of private health 
expenditure.  
 
Since we the baseline is basically the status quo scenario, obviously the structure of THE 
remains rather stable. Therefore, MoH expenditure as a proportion of THE calculated from 
Table A.4 remains at about 23-24%, while the proportion of SHI as part of THE remains 
between 33 and 34%.  
 
Table A.4 around here   
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Table A.1: Structure of workforce and pensioners   
(in millions) 

 
  2005 2008 2010 2012 2015 
Total population (in millions): 38.60 39.65 40.37 41.10 42.22 
Dependants of self-employed: 5.15 5.29 5.39 5.48 5.63 
Self-employed: 3.73 3.83 3.90 3.97 4.08 
Government employees: 2.27 2.33 2.37 2.42 2.48 

Employed: 6.49 6.66 6.78 6.91 7.09 

(Formal sector) pensioners: 3.73 3.83 3.90 3.97 4.08 
Other dependants: 17.24 17.71 18.03 18.36 18.86 

 

 

 

Table A.2: Average costs of health care and rates of utilization, 2005 
 

Health Services Categories 

 

Total Average 

Cost    (in pesos 

per service) 

Co-payments 

(in % of the 

average cost) 

Utilization rates 

(times/pers/year)

Consultations Outpatient   

(first level care) 18.4 20 2.78 

Diagnostics: Radiology, 

Labs, etc. 

(first level of care) 

14.3 

 

32 

 

3.30 

 

Specialist Outpatient 38.4 13 3.04 

Medicines 19.0 37 6.09 

Inpatient and Specialized 

Inpatient 
 

1447.1 

 

0 0.09 

Specialized Diagnostics:  

Labs & Images 34.1 22 1.27 

Specialized Care and 

Equipment 190.6 0 0.34 

Source: Authors' own calculations based on (Bruni 2005; Izquierdo et al. 2005) 
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Table A.3: Health subsystems and their per capita expenditure, 2005 
  OSNs INSSJyP OSPs MoH PHI 
 Open public 

system, 
everyone is 

entitled to go 
although 

tends to be 
pro-poor 

Workers in 
the private 
and public 
national 

sector and 
dependants 

Public sector 
employees at 
the provincial 

level and 
dependants 

 
Tends to cover 

richer 
population 

groups 

 Retired workers 
and dependants 

 

 

Population 
groups 
covered 

 
   

 

 

Estimated 
population 
coverage 32% 8% 14% 39% 7% 

 Financing      
Contribution 

from 
pensioners, 

employees and 
employers. 

Government 
subsidies 

 Payroll 
taxes from 
employers 

and 
employees 

Payroll from 
employees and 
provincial Gov. 

in its role of 
employer 

Health budget 
at National, 

Provincial and 
Municipal 

level 

Voluntary 
Contributions at 

individual or 
firm level. 

 

 

 

Source of 
financing 

     
 MoH at 

national level 
and 23 MoH 
in provinces 

 

 

Financing 
agents 

290 funds 
regulated by 
SSS (MoH) 

A single fund 
regulated by 
SSS (MoH) 

23 funds one 
per province 

200-300 private 
companies and 
mutual funds   

 Health 
expenditure 
per capita 

571 pesos  978 pesos  720 pesos  663 pesos* 1908 pesos  
 (187 USD) (321 USD) (236 USD) (217 USD) (626 USD) 
 
 

Notes: The exchange rate used in this table was  1 USD=3.05 pesos 

 
* This per capita is taking into account only those not covered by any other sickness fund 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

44 



45 

 
 
 
 

Table A.4: Health financing in the baseline scenario  
(in millions of pesos) 

Baseline scenario Health expenditure 
  2005 2008 2010 2012 2015 

Total health expenditure (THE) as a % of GDP 8% 7% 7% 6% 6% 

Current prices (in millions)           

THE  43,769 66,563 80,004 93,716 118,006

THE per capita 1,134 1,679 1,982 2,280 2,795 

THE per capita in USD 372 410 426 443 472 

Constant prices (in millions)           

THE  43,769 45,893 46,300 46,714 47,349 

THE per capita 1,134 1,157 1,147 1,137 1,122 

General Government health expenditure  23,888 26,069 26,338 26,613 27,034 

... of which Ministry of Health expenditure  10,055 11,062 11,060 11,059 11,056 

... of which health insurance expenditure 13,833 15,006 15,278 15,554 15,978 

Private health expenditure  19,881 19,824 19,961 20,101 20,315 

Proportion of health expenditure (in %) 
General Government health expenditure: 0.55 0.57 0.57 0.57 0.57 

... of which Ministry of Health expenditure: 0.42 0.42 0.42 0.42 0.41 

... of which health insurance expenditure: 0.58 0.58 0.58 0.58 0.59 

Private health expenditure: 0.45 0.43 0.43 0.43 0.43 

 
 


