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Overview

« Core health financing functions and overarching lines of action
« Health taxes and revenue: fiscal space for health
« Pooling and allocation: health taxes and earmarking

« Conclusions and takeaways
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Core health financing functions

Revenue raisino -
Mainly public, aim at a 6% of GDP in a sustai” .nanner Definition of

benefits

Life course
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defined clinical
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Aligned -ms and prioritization of the first level of care
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REVENUE RAISING

Pan American &”%’12“\\' World Health

ealth =~ Y
Organization =

Organization #UniversalHealth

«Americas




Revenue raising

Current health expenditure, % GDP (2020)
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Fiscal priority for health
Prioridad fiscal salud, ALC 2020

Public exp.in health
|

BOIY BIS0)
eweued
Aenbnin
elquiojo)
Ellltie]
enbesedlN
JopeAes |3
eqn)
niad
Aenbered
elewaens
eunuably
seweyeqg
elinljog
olgnday uesuiwog
eolewer
lopenog
awreulns
euefno
epngreg pue enbinuy
9zl|ed
selnpuoH
02IXaN
sopegJleq
lizeig
"8} pue JUSJUIA Juleg
ofeqo] pue pepiuul
eln’ jures
epeusalo
SIASN pue snuiy wures
eouiwog
EIERPLTIEYN
nreH

sl

0

fe}

15 OECD 15.1%
0

10 LAC 13.6%

o Lo
™ N

2

oulalqob |ap |essuab
o1seb [ap 95 OWO0I pnjes ua ousalqob [ap o1seD

u
!

\
Fiscal capacity

Total

Public exp.in health
GDP

Capacidad fiscal, ALC 2020
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Traditional area of support: fiscal

space for health

' \ ﬁ Sl :
L QL 1. Economic growth

ENGLISH VERSION UNIVERSAL HEALTH SERIES

\ 2. Reprioritization of health

V=

3. Increased revenue Y
FISCAL SPACE FOR HEALTH IN -
LATIN AMERICA AND THE CARIBBEAN collection

4. External assistance and
borrowing

. Increased efficiency
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Revenues: potential of health taxes

« In the traditional approach health taxes were usually a marginal source of
revenue... hot much consideration

« Main justification for health taxes might have been to shape behaviors

* However, re-assessing in specific contexts we have found them to have
Important potential in the short to medium term also as a source of revenue

* The scope for increasing rates and expanding goods and services taxed,
varies greatly across countries

« However, for it to be considered a source of fiscal space for health at least a
part of the revenue needs to be dedicated to health...

« Question for us: do we need to decide upfront if we want health taxes to
reduce consumption OR increased revenue? Can't it be both?
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POOLING AND ALLOCATION OF FUNDS
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Pooling of funds

« What we pool in reality are risks: share the risk of illness (and therefore having to pay for care)
among a group of people

Fragmentation of financing pools in the Americas
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Pooling of funds

* Fragmentation and segmentation go against:

« Equity: coexistence of several pools and barriers to redistribution has
Important equity implications for people belonging to different pools

 Efficiency in resource use: administrative costs (management agencies,
regulation, etc.), economies of scale, the insurance function is
weakened, therefore:

« Financial protection

« Continuity of care and life-course approach to health care
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Decisions matter: poor pooling
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Allocation of resources

* The main policy question shouldn’t be whether we need to spend more OR
spend better

« Beyond considerations of good practices in terms of payment mechanisms
and allocation in general, the issue with health taxes as a potential source of
fiscal space for health is related to earmarking

« What's earmarking:

“‘Revenue earmarking means ring-fencing, or protecting, all or a portion of a tax or other revenue
source for a particular purpose. Revenue earmarking for health dictates what proportion of a specific
revenue source should be allocated to the health sector in general or to a specific health programme,
population or service” (WHO 2017)

Cashin, C., Sparkes, S., & Bloom, D. (2017). Earmarking for health: from theory to practice (No.WHO/HIS/HGF/HFWorkingPaper/17.5). World Health Organization.
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Allocation of resources

« Several arguments for and against
earmarking...
* In general, ministries of finance

EARMARKING PROS AND CONS

Revenue protection Budget rigidity = - '
Earmarking can protect funding for a specific Earmarking creates rigidities in the budget that Wl I I b e ag al n St e ar m ar kl n g fo r
programme or service by ring-fencing it from can lead to inefficient allocation of resources.
competing political interests and bypassing = = ="
budgetary constraints. Economic distortion re aS O n S Of e X p e n d I tu re fI eX I b I I I ty
Earmarking can lead to distortions in the
Efficiency overall economy. s
Linking taxation more closely to benefits can an d m aC ro —fl S Cal m a n ag e m e nt
increase the efficiency of public expenditure. Procyclicality
Earmarked revenues are inherently pro- L
Public support cyclical and therefore susceptible to booms and L _I e aI t h a u t h O r I tl e S u S u aI Iy h ave
Linking taxation more closely to benefits can busts. They can reduce government flexibility
soften public resistance to taxation. in managing economic downturns.

ess to say in this respect

Accountability Fragmentation

Linking taxation more closely to benefits can In the case of health financing, separating =

increase accountability. health care from other areas of public spending ® _I Oweve r I I l any C O u n t rl eS are
can limit coordination across social sectors. )

Cost awareness L] L]
Earmarking can help educate the public about Decreased equity u S I n g SO m e fo rm Of e a rm a rkl n g ——
the cost of a particular programme or service. Equity may decrease if what is paid by
individuals narrowly defines their access to
Flexibility benefits, with no cross-subsidies.
Earmarking can allow funds to be used more
flexibly (for example, by keeping the funds off- Susceptibility to special interests
budget and thereby avoiding restrictions that Earmarked revenues can be particularly
limit pooling and purchasing arrangements). susceptible to the influence of health groups

and professional lobbies.
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Allocation of resources

The concept of Public Finance

Management (PFM)

“PFM is concerned with the laws,
organizations, systems and procedures
available to governments wanting to
secure and use resources effectively,
efficiently and transparently. While PFM
encompasses taxes and other
government revenue, borrowing and
debt management, its main focus is
expenditure management, especially in
the context of public budgeting”.

Allen, R., Hemming, R., & Potter, B. H. (Eds.). (2013). The
international handbook of public financial management. London:
Palgrave macmillan.

Earmarking is often a political choice to signal and protect a
priority. But it is also closely tied to a country’s public

financial management (PFM) (...) Earmarking can sometimes
arise out of the failure of PFM systems to generate budget
allocations that match policy priorities. In these cases,
earmarking can improve the allocative efficiency of the budget
(putting limited resources to their highest-value use).

Cashin, C., Sparkes, S., & Bloom, D. (2017).
Earmarking for health: from theory to practice
(No.WHO/HIS/HGF/HFWorkingPaper/17.5).
World Health Organization.

#UniversalHealth




CONCLUSIONS
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Main takeaways

« Health taxation policy is inextricably related to overall macro-fiscal policy and
should also be though of as part of national health financing strategies.

« Also, each countries’ PFM system can be a facilitator or a barrier to
Implementation and to using these funds: many of these issues are decided well
beyond the health sector

* However, for health taxes to represent a source of revenue to fund our
(underfunded) health systems we need to at least discuss earmarking

« Probably... having to ourselves decide whether we are pursing revenue VS
behavioral change objectives will not be the most conducive

« Use our mandates, especially those that are binding!

« Work together within health and across sectors

#UniversalHealth
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