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Executive summary

The COVID-19 pandemic has brought the need for well-
functioning primary health care (PHC) into sharp focus.
PHC is the best platform for providing basic health
interventions (including effective management of non-
communicable diseases) and essential public health
functions. PHC is widely recognised as a key component
of all high-performing health systems and is an essential
foundation of universal health coverage.

PHC was famously set as a global priority in the
1978 Alma-Ata Declaration. More recently, the 2018
Astana Declaration on PHC made a similar call for
universal coverage of basic health care across the life
cycle, as well as essential public health functions,
community engagement, and a multisectoral approach
to health. Yet in most low-income and middle-income
countries (LMICs), PHC is not delivering on the
promises of these declarations. In many places across the
globe, PHC does not meet the needs of the people—
including both users and providers—who should be at its
centre. Public funding for PHC is insufficient, access to
PHC services remains inequitable, and patients often
have to pay out of pocket to use them. A vicious cycle has
undermined PHC: underfunded services are unreliable,
of poor quality, and not accountable to users. Therefore,
many people bypass primary health-care facilities to seek
out higher-level specialist care. This action deprives PHC
of funding, and the lack of resources further exacerbates
the problems that have driven patients elsewhere.

Focus on financing

Health systems are fuelled by their financing
arrangements. These arrangements include the amount
of funding the system receives, the ways funds are moved
through the system to frontline providers, and the
incentives created by the mechanisms used to pay
providers. Establishing the right financing arrangements
is one crucially important way to support the development
of people-centred PHC. Improving financing arrange-
ments can drive improvements in how PHC is delivered
and equip the system to respond effectively to evolving
population health needs. Thus attention should be paid
simultaneously to both financing and service delivery
arrangements.

In this report, the Lancet Global Health Commission
on financing PHC argues that all countries need to
both invest more and invest better in PHC by
designing their health financing arrangements—
mobilising additional pooled public funding, allocating
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and protecting sufficient funds for PHC, and
incentivising providers to maintain the health of the
populations they serve—in ways that place people at the
centre and by addressing inequities first.

Financing is political

Answering the question of how to make these changes
goes far beyond technical considerations. Fundamentally
shifting a health system’s priorities—away from
specialist-based and hospital-based services and towards
PHC—involves political choices and creates numerous
political challenges. Successfully reorienting a system
towards PHC requires savvy political leadership and
long-term commitment, as well as proactive, adaptable
strategies to engage with stakeholders at all levels that
account for the social and economic contexts. Therefore,
this report addresses both technical and political economy
considerations involved in strengthening financing
for PHC.

Spending more and spending better on PHC

Despite broad recognition of the importance of PHC,
there is no global consensus on what exactly constitutes
PHC. This makes it challenging to measure and report
on levels of expenditure on PHC. In this Commission we
define PHC as a service delivery system or platform,
together with the human and other resources needed for
it to function effectively. We found that LMICs spend far
too little on PHC to provide equitable access to essential
services and that much of the (significant) variation in
PHC spending levels across countries is explained by
national income levels, although there is variation in the
amount of government resources allocated to PHC at any
given level of economic development. Furthermore, at
every level of PHC spending, there is substantial variation
in performance, suggesting that we need to spend better
as well as spending more.

In this Commission, we analysed provider payment
methods and found that the sources of PHC expenditure
remain fragmented and overly reliant on out-of-pocket
payments. Population-based provider payment mechan-
isms, such as capitation, should be the cornerstone of
financing for people-centred PHC. However, these
mechanisms are rare in LMICs, where input-based
budgets are standard practice. Furthermore, many
features of primary health-care organisation that are
necessary for population-based payment strategies (such
as empanelment, registration, and gatekeeping) are
absent in LMICs.
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Redressing these limitations to improving financing
PHC is urgent, as new challenges continue to arise. As in
other parts of the health sector, PHC will continue to
become more integrated, digitally-driven, and pluralistic;
therefore, PHC financing arrangements also need to
evolve to support, drive, and guide these changes to
better meet human needs.

The Commission takes the position that progressive
universalism should drive every aspect of PHC. That
means putting the rights and needs of the poorest and
most vulnerable segments of a population first. This
requires unwavering ethical, political, and technical
commitment and focus. Together with this overarching
principle, we identified four key attributes of people-
centred financing arrangements that support PHC.

(1) Public resources should provide the core of primary
health-care funding. Revenue-raising mechanisms
should be defined based on the ability to pay and be
progressive. Out-of-pocket payments must be reduced to
levels where they are no longer a financial barrier to
accessing needed care, impoverish households, or push
households deeper into poverty. In most LMICs, this
level of public funding for PHC can only be generated
through increased allocations to PHC from general
tax revenue, and therefore requires an expansion of
countries’ taxation capacities. In low-income countries,
more development assistance will be needed to expand
the resource envelope for PHC.

(2) Pooled funds should be used to allow all people to
receive PHC that is provided free at the point of use.
Only once universal coverage with PHC is achieved
should pooled resources be extended to cover other
entitlements. In this way, PHC can help fulfil the promise
of universal health coverage.

(3) Resources for PHC should be allocated equitably
(across levels of service delivery and geographic areas)
and protected as they flow through the system to frontline
providers. Countries should deploy a set of strategic
resource allocation tools (including a needs-based per-
capita resource allocation formula and effective public
financial management tools) to match primary health-
care funding with population needs and ensure these
resources reach the frontline, and prioritise the poorest
and most vulnerable people.

(4) Payment mechanisms for primary health-care
providers should support allocation of resources based
on people’s health needs, create incentive environments
that promote PHC that is people-centred, and foster
continuity and quality of care. To achieve these goals, a
so-called blended provider payment mechanism with
capitation at its core is the best approach to paying for
PHC. Capitation should form the core of the primary
health-care financing system because it directly links
the population with services. Combining capitation
with other payment mechanisms, such as performance-
based payments for specific activities, enables additional
objectives to be achieved.

Each country is at a different point along its path
towards the goal of effective financing for PHC. The four
attributes outlined both represent goals and present a
guide for working towards those goals. This Commission
recognises that, depending on the context, the evolution
of an effective primary health-care financing system
in some countries might occur through incremental
changes, whereas others can implement comprehensive
reforms. Improving PHC financing can occur in
response to bottom-up advocacy, top-down policy or,
most likely, through a combination of grassroots
and technocratic approaches. Political, social, and
economic factors are therefore as important as technical
design elements when it comes to enacting efficient
and equitable primary health-care financing reform.
Changing the ways in which PHC is financed requires
support from a wide range of stakeholders, and
deliberate political strategies, to determine and then stay
the course. The change also requires good information
about PHC resource levels and flows so that this
reorientation can be effectively managed and monitored.

In this Commission, we provide five recommendations.

(1) People-centred financing arrangements for PHC
should have public resources provide the bulk of primary
health-care funding; pooled funds cover primary-health
care, enabling all people to receive PHC that is provided
free at the point of service use; resources for PHC are
allocated equitably across levels of service delivery and
geographic areas, and are protected so that sufficient
resources reach frontline primary health-care service
providers and patients; and primary health-care provider
payment mechanisms support the allocation of resources
based on people’s health needs, create incentive
environments that promote PHC that is people centred,
foster continuity and quality of care, and remain flexible
enough to support rapidly changing service delivery
models.

(2) Spending more and spending better on PHC
requires a whole-of-government approach involving all
ministries whose remit interacts with health and requires
the support of civil society. Key actors and stakeholders
should be involved in designing and implementing
financing arrangements for PHC that are people-centred.
Although the specifics will vary depending on the national
context, there are important roles and responsibilities for
ministries of health, ministries of finance, local
government authorities, communities and civil society
groups, health-care providers and organisations, donors,
and technical agencies.

(3) Each country should plot out a strategic pathway
towards people-centred financing for PHC that reflects
the attributes outlined above, including investments in
supporting basic health system functions. Technical
strategies should be underpinned from the outset by
analysis of the political economy.

(4) Global technical agencies should reform the way
primary health-care expenditure data are collected,

www.thelancet.com/lancetgh Vol 10 May 2022



The Lancet Global Health Commissions

classified, and reported to enable longitudinal and cross-
country analyses of achievement of key primary health-
care financing goals.

(5) Academic researchers, technical experts, and policy
makers, among others, should pursue a robust research
agenda on financing arrangements for PHC that place
people at the centre to support achievement of key
primary health-care financing goals.

Introduction

Primary health care (PHC) is a key component of all high-
performing health systems,' an essential foundation for
universal health coverage (UHC), and a prerequisite
for meeting the Sustainable Development Goals. It is a
pathway to achieving good health at low cost? by providing
essential and cost-effective health interventions, including
health promotion; maternal, newborn, and child health
care; immunisations; and treatment for common illnesses
across the life course. As the global burden of non-
communicable diseases increases, PHC is emerging as
the locus of both prevention and the coordination of life-
long management of chronic conditions. PHC also has an
important role in providing essential public health
functions, including responding to epidemic diseases
such as the COVID-19 pandemic.

When successfully delivered, PHC serves as a key
vehicle for fulfilling governmental and societal commit-
ments. For example, primary health-care expansion
improves equity when its services reach vulnerable
segments of the population.’ Because primary health-
care services are provided where people live and work,*
and because PHC focuses on population health, it can
address many determinants of health that underpin
various sources of vulnerability’ PHC can protect
households’ financial wellbeing by fostering good health
and reducing the risks of disease among breadwinners,
caregivers, and other family members, and by averting
the need for expensive secondary and tertiary health
care.’ In fragile states and conflict-affected settings,
primary health-care services can help build trust in the
health system—and in the government it represents.’

A convincing economic case for PHC has been made
repeatedly. Most of the available evidence comes from
high-income countries. In these contexts, it has been
shown that by providing key services at the lowest
appropriate level of the health system, PHC can decrease
the need for unnecessary hospital admissions, prevent
avoidable readmissions, and limit inappropriate use of
emergency departments.® In low-income to middle-
income countries (LMICs), an expanding body of evidence
shows the cost-effectiveness of many interventions that are
typically delivered through PHC. Indeed, a 2018 analysis
classified 198 (91%) of 218 essential UHC interventions as
PHC’ and another report estimated that up to 75% of the
projected health gains from the SDGs could be achieved
through PHC.® Expanding a core set of integrated
interventions for women'’s and children’s health (narrower
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than PHC) is calculated to generate economic and health
benefits in low-income countries valued at 7-2 times more
than the costs; the value increases to 11-3 in lower-middle-
income countries.” A study of 67 LMICs projected that
investing in PHC over the period from 2020 to 2030 would
avert up to 64 million deaths.”

There is also a strong case for public investments in
common goods for health, including public goods®
(which, in the economic sense, are services and functions
that are both non-rival and non-exclusive), and in
functions that generate strong positive externalities.
These goods, which include the essential public health
functions in PHC, require public funding as they are
otherwise subject to market failure.

Yet despite its fundamental importance and incredible
promise, PHC is not doing well in many countries,
especially LMICs. The global community first proclaimed
its commitment to multisectoral and integrated PHC in
the 1978 Alma-Ata Declaration. However, this commit-
ment was quickly derailed, with funding and technical
support flowing instead into vertical and disease-specific
programmes.” Despite periodic attempts to refocus
on PHC, vertical programmes and hospital-based
and specialist-based care models have regularly been
prioritised over PHC. Funding for PHC is generally
insufficient, access to primary health-care services
remains inequitable, services are of inadequate quality,
and patients often have to make out-of-pocket payments to
use them. Health-care worker shortages persist,
particularly in rural areas where the need is often greatest,
and in many countries supplies of medicines, equipment,
and other necessary commodities are grossly inadequate.®

This situation reinforces a cycle of neglect of PHC:
when primary health-care services are unreliable, of poor
quality, and not accountable to system users, it leads to
poor uptake and low levels of trust in community-level
health care. Users choose to bypass primary health-care
services, which then receive even fewer resources. To
successfully provide PHC at community level, national
and local health-care systems need to be reimagined and
restructured, beginning with placing the needs and
preferences of people (including the intended users and
providers) at the centre of the system design.**

Health financing arrangements provide the fuel for
health systems: they establish the amount of resourcing
available and the way in which risks are shared among
those who are ill and those who are well, the ways that
funds flow through the system to frontline providers,
and the payment systems that create incentives for
providers. Together, these arrangements shape the
equity, effectiveness, and efficiency of PHC.

This report focuses on how to get the financing
arrangements right to serve and fuel effective, efficient,
and equitable PHC service delivery. As will be discussed
throughout the report, establishing the right financing
arrangements for effective and equitable PHC can both
support and drive other necessary transformations. This
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Panel 1: Health financing functions and arrangements

Three core health financing functions are mentioned throughout the report:

Mobilisation of funds: the collection of revenue (from taxes, insurance contributions,
user fees, donations, or other means) that is used to pay for delivery of health services.
Resource mobilisation is addressed in detail in section 3.

Pooling: accumulating prepaid funds (such as social security contributions, taxes, or
health insurance premiums) to pay for health services for a group of people. Pooling is
addressed in section 3.

Purchasing: the mechanisms by which mobilised and pooled funds are transferred to
providers who deliver health services. Purchasing involves three elements: specifying
what services will be purchased (often called the benefit package), identifying which
providers are eligible to provide these services, and defining the set of arrangements
through which providers are contracted to provide the services. How providers are
paid to provide primary health care (PHC) is the focus of section 5.

We refer in the report to a number of different ways of paying PHC providers:

A line-item budget is when providers are given prospectively a fixed amount of funds to
cover specific line items, such as medicines and utilities, for a period (usually a year).

A fee-for-service payment is when providers are reimbursed for each individual service
provided.

A capitation payment is when providers are given a fixed per-person payment,
determined and paid in advance, to deliver a defined set of services to each enrolled
individual for a specified period of time.

A pay-for-performance system is when providers are given bonus payments

(or penalties) for achieving service coverage or quality targets.

We use the broader term health financing arrangements to refer to both the core health
financing functions and the ways in which they are organised and interact. These
arrangements include the public financial management processes through which resources
flow to frontline providers. Throughout the report we pay particular attention to:*

Budget formulation: the process of determining, soliciting, and securing sufficient
public funding for PHC and the health system overall.

Resource allocation: the process of assigning available resources to specific uses
(in this case, to PHC).

Budget execution: how the funds budgeted for services flow through the public
system to providers.

Commission contends that health financing arrange-
ments for PHC—how to mobilise sufficient resources to
support PHC objectives, how to ensure that resources
reach frontline providers in ways that align with PHC
objectives, and how to design financial incentives that
encourage the delivery of, and access to, high-quality,
equitable, integrated and efficient PHC—should be
centred on people, and focused on equity. Panel 1
presents descriptions of two key terms that are used
throughout the report: health financing functions and
health financing arrangements.

In this Commission, we aimed to present new
evidence on levels and patterns of global expenditure on
PHC (throughout the report, the terms expenditure
and spending are used interchangeably), including
describing how PHC is currently organised and paid
for; analyse key technical and political economy

For publications see https/  Challenges faced in financing PHC; identify areas of
www.Ishtm.acuk/financing-PHC ~ proven or promising practices that effectively support
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PHC across the key health financing functions; and
identify actionable policies to support LMICs in raising,
allocating, and channelling resources in support of the
delivery of effective, efficient, and equitable PHC that is
people centred. Section 1 provides a general introduction
to PHC policy and challenges. It then characterises
global and national challenges, as well as opportunities,
related to financing PHC. Section 2 describes the
current financing landscape for PHC, detailing existing
patterns of expenditure, provider payment, and related
organisational features. Section 3 elaborates on
mobilising sufficient resources for health through
progressive means and then pooling resources to enable
cross-subsidisation between those who are ill and those
who are well. Section 4 focuses on how to ensure that
resources mobilised for health are allocated to PHC,
and emphasises the importance of engaging with the
multiple budget tools available to Ministries of Health
to ensure that resources reach frontline providers.
Section 5 highlights the importance of structuring
incentives for PHC providers so that they are motivated
to provide PHC that is people centred, and proposes a
strategic pathway of steps that countries can take to
establish appropriate incentives. Section 6 describes the
importance of, and notes strategies for, addressing the
political economy of financing PHC. Finally, section 7
presents a synthesis of the vision for people-centred
financing arrangements for PHC, summarises possible
pathways for working towards this vision, and provides
recommendations and proposes actions for different
stakeholders committed to supporting LMICs to spend
more—and to spend better—on PHC. It is the
Commission’s hope that this report will serve as a
resource to policy makers around the world who are
commiitted to this crucial endeavour.

We prepared this Commission through an extensive
process of study and debate on good and promising
practices in financing PHC. The 22 expert members,
representing 19 nationalities, have amongst them
experience working in national governments, technical
agencies, bilateral and multilateral donors, universities,
and independent think tanks. Assisted by a technical
team based at the London School of Hygiene & Tropical
Medicine, London, Commissioners drew on the
following sources of evidence: case studies prepared by
national consultants on innovations in PHC financing
in seven LMICs (Brazil, Chile, China, Ethiopia, Ghana,
India, and Philippines) and three high-income countries
(Estonia, Finland, and New Zealand); a compilation
of Organisation for Economic Co-operation and
Development (OECD) and WHO health expenditure
data to conduct expenditure analysis; a new survey of
PHC organisation and provider payment in LMICs;
literature reviews, including systematic and scoping
reviews, of existing knowledge on financing PHC;
and an expert roundtable on digital technologies and
PHC financing. Additional publications based on these
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products from the Commission are available on the
Commission’s website.

Section 1: Financing primary health care in the
21st century—challenges and opportunities
Defining PHC

In different contexts, PHC has been operationalised in
different ways: as an approach to the delivery of health
care that reorients the system away from hospitals and
specialist care to practitioners working at community-
level outpatient facilities; as a coordination mechanism
which links primary care, community care, specialised
care, wider public health interventions, and long-term
care services; as a package of health services, often
defined using cost-effectiveness as a primary criterion; as
a service delivery level or platform, together with the
human and other resources needed for it to function
effectively; or as a system which combines a platform, a
service package, and an approach that emphasises an
orientation to meeting the needs of the population.

For the purposes of the Commission’s health
financing analyses, we found it necessary to link service
delivery arrangements and orientations of PHC with
the way resources are directed through the financing
system to reach frontline providers. Resources typically
flow to service delivery platforms. For this reason, PHC
as a platform is our favoured operational definition of
PHC. It typically includes both community-level and
first-level health care. While it is true that some PHC
services might be provided in hospital outpatient
departments, it is the contention of this Commission
that, over time, countries should aim to shift most PHC
services out of hospitals to the appropriate community-
level or first-level platforms where they can be delivered
cost-effectively.

PHC is being transformed by new technologies
that have the potential to overcome persistent chal-
lenges and radically change how people engage with
health services. For example, digital technologies are
streamlining procurement of commodities, improving
supply chains, supporting health-care providers’
adherence to clinical guidelines, and enabling tracking
of patients who would otherwise be lost to follow-up.”*
New mobile and telemedicine technologies are helping
patients to remotely access health information, medical
advice, and their own health data. These technologies
might help patients and their families to take greater
responsibility for their own health and enable new,
more horizontal relationships between patients and
providers. Similarly, opportunities to pay insurance
premiums digitally, such as via mobile phones, may help
to mobilise additional financing for health. Technology-
driven transformations bring some risks, including
increasing health inequalities and fragmenting finan-
cing and delivery of care. However, they also offer
avenues for making PHC more convenient, accessible,
affordable, and high quality.
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PHC will continue to evolve. For this evolution to fulfil
the potential of PHC, health-care providers must expand
their areas of focus and develop new skills, and health
systems must develop new ways of delivering services
across the life course, including incorporating preventive
and supportive services. Innovations such as new digital
and telehealth platforms must be deployed to support
individuals and their families to manage their own
health. Governments and communities must recognise
and foster the role of PHC in essential public health
functions, and PHC must engage with individuals and
the wider community to co-produce forms of delivery
that will meet people’s needs. Appropriate use of
technology will be key to support those delivering and
those using services—eg, enabling task shifting between
different cadres of health workers and delivering care
that is flexible and closer to people’s homes.

COVID-19: changing the context and highlighting

lessons for PHC

The COVID-19 pandemic has brought the need for PHC

that is well financed into sharp focus in several ways:

« It underscores the relationship between health and
the economy. In particular, it has highlighted that
failing to invest in health, including PHC, can have
dramatic economic consequences.

« Countries with stronger PHC systems were able to
respond faster and more effectively to the pandemic.”*
For example, Japan, Vietnam, and South Korea were
better prepared to carry out COVID-19 surveillance
because they were able to capitalise on existing public
health capacity for contact tracing.” Close partnerships
between multidisciplinary PHC providers and local
governments allowed rapid responses by reassigning
roles while still maintaining other public health
services, as seen in France” and Catalonia, Spain.*
This shows that PHC systems provide a foundation
for effective management of health crises.

« The PHC system is a good platform for public health
measures to control infectious diseases. The pandemic
brought renewed attention to the vital importance of
common goods for health,” including the essential
public health functions that are a component of PHC.
Essential public health functions include surveillance
systems, test-and-trace systems, quarantine functions,
and vaccination.

« Going forward, COVID-19 can only be overcome
through action at the PHC level. For example,
COVID-19 vaccinations will be provided through PHC
platforms as provision shifts from a vertical campaign
mode to a routine service. Management of mild-to-
moderate illnesses related to COVID-19 will also be
through PHC.

« The COVID-19 pandemic has accelerated service
delivery changes that were already underway. In
particular, health care has rapidly adjusted to
incorporate remote consultations, ramped-up
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See Online for appendix

support for home care, task shifting to lower-level
cadres and structures, and expanded digital
monitoring of health status, among others.

« Above all, by highlighting the structural inequalities
that exist within and across countries, the COVID-19
pandemic has emphasised the need to work for equity,
solidarity, and social justice for all—these principles
are central to the PHC approach.

Many of these lessons were highlighted in previous
health emergencies, such as the 2014 Ebola outbreak in
West Africa. However, the global scale of COVID-19, with
its accompanying global and national responses, have
conclusively shown that health issues can be made a top
priority and that rapid changes to health systems and
financing are possible. Governments and international
funders alike created new flexibility in health financing
arrangements, including rapid budget reallocations,
mobilisation of new funds, and use of flexible purchasing
arrangements. Some of these new arrangements should
be retained and expanded. However, they have also
exposed new areas of financial risk and vulnerability, as
well as highlighting the need to continually focus on
transparency and accountability.”

COVID-19 has shown that the need for well-financed,
well-functioning PHC has never been greater. Yet many
aspects of the pandemic response have instead led to a
greater concentration of resources on hospital care,
vaccines, and other so-called silver-bullet approaches”?
instead of prioritising basic public health interventions
such as test-and-trace, disease surveillance, and
population-based preventive measures.

This presents real risks to PHC financing and delivery.
The financing requirements of the response to COVID-19
(both by the health system and in the economic response)
have placed unprecedented pressure on government
budgets, while spending capacity has decreased due to
declines in revenue and borrowing.” For example, the
immediate financing needs for additional funding for
COVID-19 prevention, treatment and surveillance in
sub-Saharan African countries were estimated at about
3% of gross domestic product (GDP), or US$53 billion.*
At the same time, the International Monetary Fund
estimated that economies around the world contracted in
per-capita terms by an average 5-9% in 2020 as a result of
COVID-19,* driving an untold number of households into
poverty and reducing their ability to pay for health care.

Spending on routine health services has fallen in many
countries” and generating more public resources for
PHC will be challenging under conditions of fiscal
restraint. In 90% of 105 countries surveyed by WHO, the
pandemic badly disrupted many essential services that
were not directly related to COVID-19, particularly
mental health and reproductive, maternal, neonatal and
child health care.> Among 22 low-income countries,
ten (45%) reported disruptions in at least 75% of essential
services—this represents far more disruption than
was reported in LMICs (30%) and upper-middle and

high-income countries (8%).* In the Democratic
Republic of the Congo, for example, by October, 2020, up
to 33% of the health budget had been redirected to the
COVID-19 emergency response.” Detailed accounts of
the effect of COVID-19 on health financing in two other
countries in sub-Saharan Africa, Sierra Leone, and
South Africa, can be found in the appendix (p 2).

The COVID-19 pandemic has thus shifted the
landscape of possibilities for financing people-centred
PHC in particular and health more broadly. Although it
generated some new opportunities, it also created vast
new challenges—and provided a glimpse of the potential
havoc that future crises (health and otherwise) can create,
and the consequences of not prioritising equity.” Health
financing systems need to be resilient to allow the surge
capacity needed to respond to shocks while maintaining
access to essential services.

Determining PHC packages

To examine and operationalise financing arrangements for
PHC requires clarity on what services are being financed.
The PHC package can be conceptualised at three levels. At
the highest level, each government and national health
system must articulate its own vision for comprehensive
PHC that addresses its population health needs. Fulfilling
a stated vision requires drawing on resources from both
public and private sources. The Alma-Ata Declaration’s
vision of PHC also encompasses contributions from other
sectors to address social determinants of health. In this
report we focus on choices made within the health budget
but recognise the need to identify mechanisms for
securing contributions from outside the health sector,
including education, water, and sanitation. At the benefit
package level, each government and health system must
identify which services it can afford to provide either for
free or with partial coverage. In many low-income settings,
external funds will be needed to augment government
financing. At the provider payment level, each health
system must determine which services it will pay providers
for, at what level of payment, and via which provider
payment mechanism (see section 5). Vertical programmes
that provide some PHC services might be excluded from
this payment system.

The specific PHC package that is financed and
delivered in any particular setting will be determined by a
country’s (or region’s) fiscal capacity, population health
needs, and political decisions about priorities. It must
include both population-based essential public health
functions and personal health services. Cost-effectiveness
criteria should inform these choices, but a pragmatic
approach is needed when combining services at an
operational, or service delivery platform, level.

PHC finance and delivery are linked

Directing resources to certain levels, structures, and
providers makes it possible for them to function—and it
also strengthens them so they can continue pulling and
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absorbing resources for appropriate and effective care.
Conversely, inappropriate health financing arrangements
can constrain effective care, and drive users to seek
services that should be offered as PHC from higher levels
of the system or from unregulated providers.

Getting financing functions right is important. But
numerous countries’ experiences have shown that PHC
financing reforms work best when the organsation of
PHC delivery is improved at the same time. This might
be done by, for example, creating new cadres of health
worker, or by incentivising multidisciplinary team
approaches. Organisational reforms both enable the
absorption of additional resources and make PHC more
people centred. We therefore argue that countries need to
address financing levels of PHC, financing arrangements,
and delivery structures at the same time.

Financing is political

Designing financing arrangements is more than just a
technical challenge—it also involves choices that are
inherently political, in the broad sense of the term.
Political, socioeconomic, and cultural conditions are part
of the context in which PHC financing reforms take
place and are integral to whether and how reform occurs.

Increasing the allocation of resources to health might
require taking resources away from other sectors. It might
also necessitate changing the roles of hospitals so they are
more supportive of PHC and share responsibility for
population health. Strengthening financing arrange-
ments for PHC to better reach frontline providers and
communities should mean that as resources increase, the
relative distribution of resources and power will favour
PHC providers compared to hospitals and specialists to
ensure improvements in PHC services. Such shifts are
complex because they run counter to political pressures
that often favour investing in readily visible improvements,
such as building facilities and reducing hospital waiting
times. Whether changes are instituted as top-down radical
changes or via bottom-up incremental modifications, they
require shifts in power and influence at all levels.

In all cases, leaders pushing to change PHC financing
must attend to the political economy of PHC financing
reform (including making the political case for change
and building the coalitions to enact it). Political economy
considerations are woven throughout the report, and
section 6 specifically addresses political economy analysis
for PHC financing reform.

Building on strong health system foundations

Financing is only one, albeit an important, element of
well-functioning health systems. It strongly influences,
and is influenced by, other key health system building
blocks. Having these other building blocks in place
is crucial. These include governance arrangements
that support delivery of people-centred PHC; a health
workforce that is trained and supported to provide high-
quality care; data, monitoring, evaluation and learning
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systems to capture and disseminate accurate health and
spending information; functioning procurement and
distribution supply chains for medicines and other
commodities; and public finance management systems
supporting every aspect of financing and delivery.

Financing community health and community health
workers

The Commission has not differentiated between PHC
and community health—an area that of late attracts
substantial donor funding, particularly for the deployment
of community health workers.* Indeed, community
health systems can be considered an advanced form
of PHC implementation, where care takes place in
the communities where people live and work. These
platforms also present additional opportunities for
deployment of new technologies. Although community
health is arguably more focused on accountability and
health service delivery in the context of the community
(however defined), it still depends on trained staff,
supplies, infrastructure, administrative processes, and
integration with higher levels of care. Community health
cannot exist outside the systems underpinning PHC, and
must ultimately be financed on budget through the
same mechanisms recommended elsewhere in this
Commission. Although some governments or donor-
funded programmes might separate community health
activities in the context of PHC,* others will integrate
community health workers with their clinical personnel.
What is most important is recognising the shared goal of
universal access to primary care services and essential
public health functions also prioritised by this
Commission.

A key financing policy choice is whether and how to
pay community health workers. Securing sustainable
financing for community health worker programmes
can be a challenge, particularly as in many countries
these rely on external funding.” Debates about paying
community health workers typically focus on the trade-
offs between reliance on volunteerism underpinned by
intrinsic motivation of volunteers and the need to
recognise and remunerate work fairly (and in doing so,
addressing gender disparities, as most of the community
health worker workforce is female).”* Section 5 includes
a brief summary of the evidence on paying community
health workers.

The private sector and PHC

In many LMICS, the private sector is an important
source of PHC provision.”* Policy makers frequently
express a desire to work with the private sector. However,
the term private sector covers a heterogeneous set of
providers, ranging from faith-based non-profit facilities
that are well integrated into national health systems,
to professionally trained clinicians operating private
practices, to informally or untrained providers providing
unregulated, low quality, even dangerous care. As noted,
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Panel 2: Primary health care (PHC) financing landscape-key messages

+ Despite the prominence of PHC in political commitments
and policy statements, limited information is available on
levels of, or trends in, financial resources for PHC. Different
methods of calculating PHC spending are used, making it
hard to compare expenditure data from different sources.

« Annual government spending on PHC is $3 per capita in low-
income countries and $16 per capita in lower-middle-income
countries, which falls far short of any commonly used
benchmark of the minimum amount needed to provide a
basic package of health services.

+  Much of the variation across countries in estimated spending
levels on PHC can be explained by national income level.
However, there is also substantial variation in government
spending on PHC among countries at similar income levels.

« Higher levels of spending on PHC are generally associated
with higher levels of service coverage. However, at any given
spending level, there is substantial variation in performance,
indicating that there is a need to spend better, as well as to
spend more, on PHC.

the Commission contends that universal PHC must rely
predominantly on pooled public funds—but this does
not preclude engaging with the private sector. Indeed,
public financing mixed with private provision is widely
adopted in OECD countries, where private providers are
the main mode of provision of primary care in half of
countries.”

Integrating the private sector into PHC platforms
requires mechanisms to channel public funds to the
private sector through purchasing arrangements. This
pathway requires effective regulation, contracting capacity,
and a broader set of purchasing institutions, including
accreditation. In low-income countries, where informal
private providers predominate and the public sector has
insufficient resources for administering effective strategic
purchasing and oversight, the best policy option is likely
to be to start by providing good quality and affordable
services in the public sector, while progressively
strengthening regulation and professional bodies and
collaborating with the private sector to develop referral
pathways, training and qualification, and integration of
clinical data.” As both the public and private sectors
develop greater capacities, the private sector can contribute
to broader PHC functions, including public health
surveillance and other essential public health functions,
civil registration processes, the health management
information system, and outbreak management.

Section 2: The landscape of financing and
organisation of PHC

Analysing PHC expenditure

This section sets the scene for the rest of the report by
presenting data on several topics: how PHC is currently
financed, how PHC providers are paid, and some of the

« Financing of, and spending on, PHC are fragmented.
Governments typically invest in outpatient services, donor
funding is used for prevention, and nearly half of private
spending (most of which is out of pocket) is on medicines.
Although external funds are an important source,
particularly in low-income settings, that augment
government and out-of-pocket expenditures, they can also
cause fragmentation.

« Out-of-pocket spending on PHC remains unacceptably high,
particularly in low-income countries, continuing to expose
households to financial risk.

«  The most common method for paying public providers for
PHC in low-income to middle-income countries is input-
based budgets. Capitation-based payment systems for PHC
are rare in low-income to middle-income countries.

« Public providers have little autonomy over their spending,
which limits their efficiency and responsiveness.

features of how PHC is organised that are particularly
relevant to financing arrangements. Key messages from
this section are presented in panel 2.

To prioritise PHC expenditure, it is first necessary to
measure what is currently spent. Empirical spending
data allow policy makers to track existing expenditure,
show how funds are currently being used, and make a
case for increased commitments. Without data, it is hard
to steer health systems toward stated goals, including
equity, and even harder to track progress.

The first challenge: defining PHC for financing analysis
Analysing the financing arrangements for PHC requires
clarity about what is (and what is not) part of PHC.
Measuring PHC spending is challenging for numerous
reasons, beginning with the breadth of the definition of
PHC. As noted in section 1, PHC can include functions
outside the health sector. Yet for conceptual and practical
reasons, the current standard framework for tracking all
financial resources for health in a country restricts the
boundaries of health spending to the health sector itself.
This framework, the System of Health Accounts, does
refer (eg, through memorandum items for health
promotion with a multisectoral approach) to expenditures
by other sectors that clearly contribute to health, such as
water and sanitation, but data on spending in these areas
are not collected systematically.

Even within the health sector, there is no clear
consensus on how to operationalise the definition of
PHC in a robust expenditure monitoring exercise. The
System of Health Accounts does not include a designated
category for reporting spending on PHC.* Instead, it
classifies health spending in various ways, including by
type of provider and by type of health-care service. In
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Panel 3: Three countries’ approaches to defining primary health care (PHC)

Despite the existence of a global expenditure classification
system, countries vary considerably in their models and
conceptualisation of PHC, including how PHC spending is
measured. Three examples, Thailand, South Africa, and the UK,
are presented to show the breadth of this variety.

Thailand*

InThailand, PHC is defined differently in rural and urban areas.
PHC in rural areas includes all services provided by the District
Health Systems Network, which is comprised of public
subdistrict health centres and district hospitals (each of which
serves a catchment of approximately 50 000 people). The District
Health Systems Network is the first entry point to PHC for all
people living in rural areas and provides a comprehensive range
of services throughout the life course, including health
promotion, disease prevention, and primary care services. It also
provides public health functions, such as disease surveillance and
response, and home visits, and supports multisectoral action to
address social determinants of health and empower citizens and
communities. In urban settings, meanwhile, PHC is less well-
developed and most of the population uses hospital outpatient
care directly, without any gatekeeping. In these settings, PHC is
provided by the public and private hospital-based outpatient
departments that provide a comprehensive range of primary
care services similar to the District Health Systems Network.

Based on these definitions, the Thailand National Health Account
estimates PHC expenditure as the sum of general and dental
outpatient curative and preventive care provided at subdistrict
health centres, and at public and private hospitals.” Between
2015 and 2019, total PHC spending was 38% to 40% of current
health expenditure. About 60% of PHC spending was financed by
three public-health insurance schemes. Household out-of-pocket
payments represented between 4% and 7% of PHC spending,

as the publicly-covered benefit package is comprehensive and
medicines are fully subsidised. Per capita PHC spending increased
from US$85-7 in 2015 to US$114-8 in 2019.

practice, most countries’ definitions of PHC cut across
these two classifications. Furthermore, the level of detail
possible in System of Health Accounts reporting does
not allow for accurate tracking of expenditure through
to PHC services; instead System of Health Accounts
measures rely on proxies derived from reported
aggregates. For example, some countries do not
distinguish expenditure on general outpatient services
from that on specialised outpatient services, so their PHC
expenditure estimates include both. The System of
Health Accounts also does not distinguish among
different levels of hospital care; however, in many
countries district hospitals are part of PHC, while tertiary
care is provided at centralised or regional hospitals. When
used to estimate PHC expenditure, such approaches can
give an impression of relatively high levels and shares
of PHC spending. Panel 3 describes three countries’
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South Africa

In South Africa, a uniform budget structure for the country’s
health programming was designed to specifically designate
subprogrammes for PHC. The classification system is standardised
across provinces and districts. Overall, South Africa spent
US$92-9 per capita on public sector PHC in 2019-20. The five
main subprogrammes of PHC comprise 18-8% of provincial
health expenditure. South Africa also has a large, separately
designated, HIV and AIDS subprogramme that adds an additional
10-4%, bringing total PHC expenditure to 32-3% of public health
expenditure, or 1-3% of gross domestic product. This budget
subprogramme classification differs somewhat from the WHO
and System of Health Accounts 2011 classification system: the
2016-17 National Health Accounts for South Africa showed PHC
represented 28% of government health expenditure.

UK

The National Health Service (NHS) in the UK describes PHC as
“the first point of contact in the health care system, acting as
the ‘front door’ of the NHS”. PHC is most closely linked to
doctors in general practice, but also covers dentists, opticians,
and pharmacists. Other professionals, such as nurses or
physiotherapists, might also be part of a PHC team. Most
primary care providers in the UK operate as independent
contractors for the NHS. A range of services are contracted and
financed through various models such as the General Medical
Services or Personal Medical Services, Alternative Provider
Medical Services, and Primary Care Trust Medical Services.
According to the 2019-20 Annual Report and Accounts of the
Department of Health and Social Care, primary care accounted
for £12-6 billion (8-6%) of the total gross government
expenditure on health of £145-27 billion. Prescribing costs,
tracked separately, amounted to an additional £8.5 billion.

*The Thailand case study was provided by S Viriyathorn, A Kulthanmanusorn,
W Patcharanarumol, and V Tangcharoensathien, International Health Policy Programme,
Ministry of Public Health, Thailand.

different approaches to organising PHC, and how the
differences are reflected in expenditure tracking.

Many countries’ expenditure reporting systems are
inadequate for tracking expenditure on PHC. Although
both OECD and WHO use the System of Health
Accounts 2011 framework to track total health spending,
only OECD collects disaggregated health spending
(based on both the health-care function and provider
classifications) for its 34 high-income-country members.
WHO began tracking health spending based on health-
care functions in 2016, but does not report health spending
classified by provider. In 2016, WHO reported PHC
estimates for 93 countries, increasing to 98 countries
in 2018 (the most recent data available). Furthermore,
breakdowns of public and private spending are only
available in the WHO database for 57 countries in 2016,
and 61 in 2018. Both the availability and the reliability of
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Panel 4: Working with Organisation for Economic Co-operation and Development (OECD) and WHO definitions of primary
health-care (PHC) expenditure to construct an expenditure database on PHC

To prepare our landscape analysis of PHC expenditure across
countries, the Commission needed to combine data from various
sources, considering different definitions and assumptions.

We focused on two key sources: OECD* and WHO.#

The OECD definition of PHC begins with expenditure on basic
health care services derived from the health care function (HC)
classification (namely, the sum of spending on general
outpatient curative care (HC131), outpatient dental care
(HC132), home-based curative care (HC14), and preventive care
(HC61-HC64).® An extended option also includes spending on
pharmaceuticals. PHC expenditure is defined as expenditure on
these services, limited to those delivered by ambulatory care
providers derived from the health provider classification.

WHO's definition of PHC uses only the HC classification. It starts
with the same basic health care services in OECD’s definition,
and adds four additional components:

« Curative outpatient care not elsewhere classified (HC13).

» Outpatient and home-based long-term health care (HC33
and HC34).

«  80% of medical goods provided outside health care services
(HC5). Because HCS also includes inpatient-related medicines
purchased outside health care facilities, the 80% share is an
assumption aimed to capture just the PHC element.*

«  80% of health system administration and governance
expenditure (HC7); this is included to represent the share of
administrative expenditures related to policy and

expenditure data on PHC in LMICs remain inadequate
because of underinvestment in resource tracking systems,
as well as the complexity of defining and tracking
expenditure on PHC.

Finally, different international bodies and countries
compile PHC expenditure using different definitions
(panel 4). Not only is there no agreed-on approach to
estimate spending on PHC, but there is also no single
database that provides globally comparable data for
analysing PHC expenditure.

Definitions matter. They signal what is prioritised and
valued, and they shape norms regarding how services
should be organised. They also influence how data are
collected and presented. There is a trade-off between
using a simple global definition and accounting for
country-specific definitions to permit more accurate
reporting. In these early days of PHC expenditure
reporting, what is most crucial is for each country to
choose a way of operationalising PHC expenditure
estimates so it can track its progress. Eventually, however,
a consistent definition across countries will be needed
to allow for cross-country comparisons and global
monitoring of expenditure on PHC.

In generating our estimates of current levels of PHC
expenditure, this Commission was constrained by both

implementation costs for population-based public health
interventions.

Because the WHO definition includes spending on hospital-
based general outpatient care, pharmaceuticals, and
administrative costs, the OECD definition is a subset of the
WHO definition. Therefore expenditure levels estimated using
the OECD definition will always be lower.

The Commission’s definition

The Commission used a definition of PHC expenditure based on
the WHO definition to compile the data presented below.
However, we excluded the administration and governance
expenditures. This brings our definition closer to that used by the
OECD and limits additional arbitrary assumptions. We are not
suggesting that administration and governance are not
important for PHG; rather, we believe that these inputs are better
captured outside the direct measurement of PHC spending.

The inclusion of administration costs disproportionately biases
estimates of PHC in low-income countries upwards. Even with
this restriction on the definition of PHC spending, our estimates
have been calculated using a broad definition of PHC that does
include some hospital care. Therefore, our estimates should be
seen as an upper bound estimate.

Details on how we combined data from the WHO and OECD
databases to increase the number of countries we covered are
presented in the appendix (p 5).

the levels of current reporting and the definitions used
by the organisations that compile data.

The Commission’s method of calculating PHC expenditure

The Commission’s approach to measuring expenditure
on PHC is presented in panel 4, along with the thinking
behind it. For the purposes of tracking expenditures on
PHC in the future, this Commission favours using an
operational definition based on service delivery platforms
for PHC: population-based public health services,
community health services, health centres, and first-level
hospitals. This is because financing arrangements
typically channel resources to providers and platforms,
rather than to interventions or services. We also take the
normative position that PHC should not be delivered
through higher-level hospitals, because improving
financing arrangements should focus on driving resources
to and supporting use at the appropriate level of care,
which brings services as close as possible to people and
delivers them at the lowest cost. To estimate PHC
expenditure using a platform-based approach requires
data that cross-classify between health care function and
provider category. However, because currently available
data from WHO are only reported by health-care function,
we are limited to estimating PHC expenditure using a
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service-based (rather than a platform-based) approach. We
also made some modifications to the PHC expenditure
reported by the WHO for the purposes of our analysis
(panel 4).

WHO reported data on total PHC spending on
98 countries for 2018 and government spending on PHC
on 61 of these. We observed that the WHO database did
not provide data on government spending on PHC for all
OECD countries. In order to compare spending levels
in high income countries with those in LMICs, we
constructed PHC expenditure for OECD countries
from data on expenditure by financing scheme, using
expenditure by government and compulsory schemes to
proxy for government spending on PHC. We used
exchange rate data from the Global Health Expenditure
Database to convert the raw data from local currency.
With the addition of reconstructed government spending
on PHC per capita from the OECD database following
the WHO definition, the total number of countries
providing data on government spending on PHC
increased to 90 countries.

Levels of financing for PHC

Despite data limitations, our analyses have identified
some notable patterns in the levels and sources of PHC
spending across countries. Table 1 presents overall health

expenditure data by country income group for 2018. The
table shows that total expenditure on PHC in low-income
countries is $24 per capita and in lower-middle-income
countries it is $52 per capita. Government spending on
PHC is even more meagre, at $3 in low-income countries
and $16 in lower-middle-income countries, which falls
short of the WHO estimate of the per capita recurrent
cost for PHC of $65 in low income countries and $59 in
lower-middle income countries® (section 3). Although
the share of government health spending allocated to
PHC is similar in LMICs and high-income countries,
government spending on PHC as a share of total PHC
spending is lower in low-income countries than in high-
income countries and the same is true of the share of
government PHC spending in relation to GDP.

A descriptive analysis of PHC expenditure patterns is
presented in the appendix (p 9). There is a strong
correlation between income level and health expenditure
on PHC, yet there is also substantial variation within any
given economic level in how much governments spend
on PHC. For example, spending in low income countries
ranged from $8 to $46 and in lower middle-income
countries, spending ranged from $11 to $120 per capita
(appendix p 9). The share of PHC in current health
expenditure (which includes expenditure from public,
private, and external sources) decreases as countries’

Level of spending per capita (US$) Share of spending (%)

(Total) Domestic Total PHC Domestic Out-of- External ~ PHC Domestic Domestic Domestic Out-of- External

Current general spending general pocket spending  spendingasa general general general pocket spending on

health government government  spendingon on PHC share of government government government  spending PHCasa

spending expenditure spendingon  PHC current spendingon spendingon spendingon  onPHCasa share of

on health PHC health PHCasa PHCasa PHCasashare share of total PHC
spending share of shareof GDP  ofdomestic ~ total PHC ~ spending
total PHC general spending
spending government
expenditure
on health

Low-income 40 (n=16) 8 (n=16) 24 (n=16) 3 (n=14) 12 (n=14) 8(n=14) 59%(n=16) 13% (n=14) <1%(n=14) 33%(n=14) 44%(n=14) 35% (n=14)
group
Lower-middle- 104 (n=25) 44 (n=25) 52 (n=25) 16 (n=24) 23(n=24) 8(n=24) 52%(n=25) 29% (n=24) <1%(n=24) 36% (n=24) 49% (n=24) 14% (n=24)
income group
Upper-middle- 416 (n=20) 242 (n=20) 169 (n=20) 73 (n=19)  65(n=19) 6(n=19) 42% (n=20) 45%(n=19) 1% (n=19) 34%(n=19)  39%(n=19)  5%(n=19)
income group
High-income 3310 (n=34) 2355(n=34) 1312(n=34) 840(n=33) 318(n=33) 0(n=33) 42%(n=34) 59%(n=33) 2% (n=33) 36%(n=33) 28%(n=33) <1%(n=33)
group
Total 1306 (n=95)  907(n=95)  523(n=95) 328(n=90) 139(n=90) 5(n=90) 48% (n=95) 41% (n=90) 1% (n=90) 35% (n=90)  39% (N=90) 10% (n=90)

GDP=gross domestic product. PHC=primary health care. OECD=Organisation for Economic Co-operation and Development. For total PHC spending, WHO provides data for 98 countries and OECD provides data on
high income countries that overlap with WHO data but with an additional five countries which brings a total of combined data for 103 countries.. However, we excluded eight countries due to the inconsistency in
how they reported health spending by functions (France, Greece, Ireland, Italy, Mexico, Portugal, UK, and USA). The total number of countries for which we present data is therefore 95 countries. For government
spending on PHC, WHO provides data for 61 countries and OECD provides data for an additional 36 high income countries that brings a total of combined data for 97 countries. However, we excluded seven
countries due to the inconsistency in how they reported health spending by functions (France, Greece, Ireland, Italy, Portugal, UK, and USA). This gives a total number of 90 countries for this indicator. For five
countries, the Global Health Expenditure Database reports total PHC spending data but no disaggregation by financial source (ie government, external, and private [Bosnia and Herzegovina, Democratic Republic of
Congo, Ethiopia, Ghana, and Uruguay]). Only five high-income countries report external funding for PHC (Barbados, Mauritius, Seychelles, St Kitts and Nevis, and Trinidad and Tobago). For other high-income
countries external spending is negligible or zero. Averages are unweighted means across countries. To calculate the average of ratios, we calculated the ratio for each country and took the average for each income
group. The sum of government, external, and out-of-pocket spending will not be equal to the total spending due to the omission of other types of private spending, such as voluntary private insurance. The gap is
bigger in high-income countries because private insurance is more common in high-income countries. Although out-of-pocket spending on PHC is available in the OECD database, WHO only reports domestic
private spending on PHC. To estimate the out-of-pocket spending for PHC in low-income to middle-income countries, we took the ratio of total out-of-pocket spending on health to total domestic private
spending on health and multiplied it by private spending for PHC for each country.

Table 1: Summary of health expenditure in 20184+
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Figure 1: Out-of-pocket household spending as a share of total spending for PHC and non-PHC in 2018, by
country income
Out-of-pocket share of PHC is calculated as out-of-pocket spending on PHC as a share of total PHC spending.

Out of pocket share of non-PHC is calculated as out-of-pocket spending on non-PHC as a share of total non-PHC
spending. The box represents IQR; the ends of the whiskers represent the minimum and maximum value; the bold
horizontal line represents the median. PHC=primary health care.
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Figure 2: Components of PHC spending by financial source in low-income to high-income countries in 2018
Figures exclude dental care and home care. Medical goods only include medicines and other medical goods
purchased outside of outpatient facilities. Private spending includes individuals paying out of pocket and other
domestic private sources, such as private insurance (voluntary and compulsory). External spending includes the
use of grants, concessional loans, and aid in kind from outside the country. PHC=primary health care
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income levels increase—again, substantial variation
exists at every income level. For example, the share in
low income countries ranged from 29% to 86% (appendix
p 10). Priority given to PHC within government health
spending is similar on average across income groups,
although there are variations in commitment at any given
income level and this is more pronounced in low-income
and lower-middle-income countries. However, the
government share of total PHC spending was lowest in

low-income countries, where both external sources and
private spending (in LMICs, predominantly out-of-pocket
spending) has a substantial role in financing PHC.
Indeed only 13% of PHC financing in low-income
countries is public.

Financing for PHC in low-income and lower-middle-
income countries is dominated by relatively unregulated
private expenditure, most of which is out of pocket
(figure 1). Only in high-income countries does the average
share of out-of-pocket spending on PHC fall below 30%
(although even in this group of countries, there is a long
tail of countries with substantial out-of-pocket spending
for PHC, suggesting that the issue is one of policy, not
availability of resources). Figure 1 also compares the out-
of-pocket share of PHC spending with the out-of-pocket
share of non-PHC spending. At all country income levels,
households are more exposed to out-of-pocket spending
for PHC than for other health spending. This finding
suggests that pooling arrangements provide less coverage
for PHC and that households are more likely to be exposed
to catastrophic financial consequences of paying for
PHC—this underlines the importance of including PHC
in benefit packages. The high level of out-of-pocket
spending for PHC is particularly worrisome in LMICs,
where the majority of people die from preventable causes
that could be managed at the PHC level, and where poor
people might be more likely to forego PHC than advanced
specialist care. We contend that the lack of pooling for
PHC runs counter to a progressive universalism approach
to PHC, and exacerbates inequities. Finally, it is important
to note that these figures do not account for people who
are not able to access PHC at all; this is a general limitation
of any equity analysis based on incurred expenditure.

It is also notable that about half of private spending on
PHC (most of which is out of pocket in LMICs) is for
medical goods purchased outside health services
(figure 2). Much of this is likely to be for medicines; for
example, The Lancet Commission on Essential Medicines
for Universal Health Coverage® reported that more
than 62% of pharmaceutical expenditure in LMICs was
from private sources, which is likely to be mostly out-of-
pocket spending considering the low levels of prepaid
and pooled resources.

In LMICs, the largest share of government expenditure
is for outpatient care. Within this spending category,
government health spending is highly skewed towards
health-worker salaries. WHO’s analysis of the Global
Health Expenditure Database indicates that for
136 countries, 57% of public spending on health is
allocated to wages.” For PHC, in which few other inputs
are used, salaries are likely to be an even higher share.
This balance of spending likely represents a source of
inefficiency if, after paying the wage bill, insufficient
funds are left to purchase other inputs required for
health workers to work effectively.

In low-income and lower-middle income countries,
where external funds are a significant contributor to PHC
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expenditure, donor funds are predominantly spent on
prevention. Figure 2 suggests significant fragmentation
of PHC expenditure across financing sources.

Does the level of spending matter? This Commission
examined whether there is a relationship between overall
government spending on PHC and coverage of key
services (figure 3). We used the universal health coverage
(UHC) service coverage index™ as a proxy for PHC service
coverage—of the 14 variables indexed, 11 relate to core
PHC services (in addition, the index includes hospital
bed density, health-worker density, and capacity to
implement the International Health Regulations).
Two key findings emerge from the analysis. First, higher
government spending on PHC is strongly associated
with better service coverage. This relationship remains
strong after adjustment for GDP per capita (result not
shown), which figure 3 suggests could be a potential
confounder. Second, for any given level of government
spending, particularly below $50 per capita, there is
substantial variation in performance on the service
coverage index. For example, countries that spent
between $50 and $55 have a range of UHC index from 42
to 68. Whether there is a causal relationship underlying
the association between government spending on PHC
and service coverage is hard to show. However, the data
are consistent with the notion that countries should not
only spend more but also spend better to achieve
improved coverage of core PHC services.

The role of donors in financing PHC

Low-income countries depend substantially on external
sources to pay for PHC (appendix p 11). External funding
typically focuses on prevention and treatment of single
diseases, which can contribute to fragmentation in
financing arrangements and PHC delivery—this is
especially evident when externally funded programmes are
not part of government planning and budgeting processes.
Community health worker programmes, which often form
the backbone of PHC delivery, are also highly dependent
on donor funding: an estimated 60% of funding for
community health worker programmes in sub-Saharan
Africa comes from external sources, much of which is
funding for vertical, disease-specific programmes.” The
fragmentation of PHC financing related to reliance on
donor funding is due to requirements for tracking
and reporting separately on donor funded activities. It
might also be a source of inefficiency due to the so-called
start-stop nature of donor funding (as compared with
government budgeting).”

Limitations of our analyses

There are limitations to these analyses. First, use of the
WHO'’s broad PHC expenditure definition has the effect
of biasing the estimates of PHC spending upwards
(because of the inclusion of outpatient services provided
in hospitals). Any definition that uses a narrower scope
would produce lower estimates of PHC expenditure. For
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Figure 3: Government spending on PHC versus UHC index, 2018
PHC=primary health care. UHC=universal health coverage.

example, in 2019, the OECD reported that spending on
primary care within ambulatory settings represented
just 12% of health expenditure; this increases to 17%
when PHC services delivered in hospital settings are
included, and to 34% by including retail pharmaceuticals.*

Second, data are only available for 95 out 0of 192 countries
and for a single point in time. The spending estimates for
some income groups are affected by the small number of
countries in each group. Most importantly for our
purposes, the absence of consistent and comparable data
over time means that it is not possible to easily identify
which countries are increasing or sustaining their
commitments to PHC. Therefore, although these results
are informative, throughout the report we also include
more qualitative assessments of countries’ progression
towards adequate financing for PHC.

Even with our limited dataset, we argue that LMICs
need to spend more on PHC to provide equitable and
universal access PHC that is people centred. Further, the
Commission contends that adopting a definition of
PHC that is consistent with the vision of providing health
care at the lowest possible level, and then supporting
countries to collect and report data disaggregated in this
way, are essential steps toward improving the quality of
national data on PHC expenditure. Data, after all, are an
essential part of the strategy for monitoring and actively
protecting resources for PHC going forward, and for
enabling countries to show their progress in increasing
their commitment to PHC.*

Organisation and provider payment for PHC

Countries differ widely in terms of how PHC is structured
and organised, including whether PHC includes
community health workers and how they link to health
facilities. Yet, although the availability of data on PHC
expenditure in LMICs is improving, there is still little
systematically collected cross-country data on the
financial arrangements of LMIC health systems and
provider payment structures. This contrasts with the data
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Figure 4: Organisation and governance of public PHC providers

Data indicate the proportion of countries with each organisational and
governance arrangement in place. Data are disaggregated by country income
group. PHC=primary health care.
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Figure 5: Degree of autonomy for public PHC providers

Data indicate the proportion of countries in which public PHC providers have
autonomy in how they function. Data are disaggregated by country income
group. PHC=primary health care.

collected from OECD countries, for which the Health
System Characteristics Survey provides comparable data
on how countries finance, deliver, allocate resources to,
and govern their health systems.” To address this
important data gap, in this Commission, we did our own
cross-sectional survey in LMICs with the aim of collecting
data on the key financing-related features of how PHC is
organised, and on how PHC providers are paid. The
questionnaire was sent in a personal email to health
financing experts identified through the networks of
the London School of Hygiene & Tropical Medicine, the
World Bank, Results for Development, and WHO. The
survey could be completed in two ways: either through
self-completion or through a videoconference interview

[ No fees

[ Informal fees

[ Formal fees with exemption
[ Formal fees and no exemption
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Lower-middle income
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Figure 6: Formal and informal user fees at public PHC providers

Data indicate the user fee policy in place in public PHC providers across surveyed
countries (categories are mutually exclusive). Data are disaggregated by country
income group. PHC=primary health care.

(for methods see appendix p 13). The survey was sent to
107 LMICs (one expert from each country), of which
there were 75 responses: 22 from low-income countries,
22 from lower middle-income countries, and 31 from
upper middle-income countries. Figures 4-8 present key
findings from this survey.

How PHC delivery is organised
Figure 4 presents results on indicators of how PHC
services are organised that have implications for provider
payment. The requirement for people to register with a
public PHC provider, necessary for population-based
forms of provider payment such as capitation, is
uncommon in low-income and lower-middle-income
countries, but more common in upper-middle-income
countries. People are not restricted in their choice of
public PHC providers in two-thirds of low-income and
lower-middle-income countries. More restrictions on
choice of provider (often in relation to the requirement
to register with a provider) in upper-middle-income
countries suggest that these countries seek to encourage
greater consistency in use of PHC providers.
Gatekeeping (in which individuals are required, or have
strong financial incentives, to be referred by primary
care providers to access higher-level services) is used in
less than half of low-income countries. It is present in
nearly three-quarters of upper-middle-income countries,
although in practice these systems might frequently be
circumvented. Dual practice (when a doctor works in
both public and private sector practices) is common in
all LMIC settings.

The extent of provider autonomy links closely with
provider payment arrangements, because changing
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providers’ incentives without enabling them to make
decisions about how to use their resources constrains
the potential for improvements in responsiveness and
efficiency. Figure 5 shows that public sector PHC
providers generally lack autonomy, with fewer than half of
the countries included in the survey granting providers
autonomy in any domain. More specifically, public PHC
providers in fewer than 40% of LMICs have autonomy to
manage and retain income, nor do they typically have the
autonomy to top-up the salaries of their staff to reward
performance. Provider autonomy to hire and fire staff,
for example, tends to increase as country income level
increases, with PHC providers in more than 40% of upper-
middle-income countries able to make such decisions.
There is a similar pattern across country income groups
when it comes to autonomy to choose the mix of services
to provide. Regarding procurement of medicines, however,
autonomy is greatest in lower-middle-income countries—
this might reflect chronic shortages of inputs.

How PHC providers are paid by different funding sources

This Commission’s survey confirms that user fees
(whether formal or informal) are a common source of
payment for PHC in low-income and lower-middle-income
countries, although many countries have exemptions in
place for specific population groups or types of services.
Figure 6 shows that the prevalence of user fees as a funding
source in the public sector decreases as countries get
richer: about 95% of low-income countries report that
there is some form of user fee, whereas fewer than 60% of
upper-middle-income countries have them. Informal user
fees remain a problem in both low-income and lower-
middle-income countries; upper-middle-income countries
do considerably better in this regard.

The survey also provided insights into how PHC
providers are paid from pooled funds (most commonly
government and social health insurance payers). Figure 7
shows that these two types of payer rely fully on input-
based budgets in more than 60% of low-income
countries, and on input-based budgets in combination
with fee-for-service in a further 30% of low-income
countries; the relevance of the type of budgeting used for
PHC is discussed in detail in section 4. Service-based
payment, which includes fee-for-service, case-based
payment or pay-for-performance, are also commonly
used by government and social health insurance payers,
most notably in lower-middle-income countries where it
is present in almost 60% of PHC systems. Population-
based, or capitation, payment systems are rarely used in
low-income countries. At higher income levels, there is
wider use of blended payment methods that combine
different payment mechanisms and thus open up the
possibility of a greater role for capitation. Capitation
payment, alone or in combination with other payment
methods, is used in almost 40% of middle-income
countries. Our survey also found that in countries where
capitation is used, around two-thirds of PHC systems
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Figure 7: Provider payment mechanisms for public PHC providers

Data indicate the type of payment system used in public PHC providers across
surveyed countries (categories are mutually exclusive). Data are disaggregated
by country income group. Population payment refers to capitation. Input-based
payment refers to global budget, line item budget, and direct payment of
salaries by government. Service-based payment refers to fee-for-service, case-
based payment and pay-for-performance. PHC=primary health care.
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Figure 8: Paying community health workers

Data indicate how community health workers delivering services on behalf of
the government are remunerated in surveyed countries (categories are mutually
exclusive). Data are disaggregated by country income group.

adjust the payment amounts to reflect variations in
health needs (data not shown).

These findings from this Commission’s survey support
other evidence about the role of user payments in
low- and lower-middle-income countries, and show that
countries at higher levels of income are making greater
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use of capitation or blended payment as part of the move
towards paying for people-centred PHC. These new
data also provide a baseline for future efforts to track
developments in PHC financing in LMICs.

Payment of community health workers

The Commission’s provider payment survey also collected
data on how community health workers are paid. Figure 8
shows that more than 80% of lower-middle-income
countries and more than 90% of low-income countries
reported having some form of community health workers,
compared with just over half of upper-middle-income
countries. The most common form of payment for
community health workers was by salary, although
payment per day or per activity was also common in
low-income and lower-middle-income countries. A small
minority of countries have their community health
workers paid in kind only, such as gifts or training; no
payment for community health workers was reported
only in a small minority (less than 5%) of low-income
countries. Evidence on different ways of paying
community health workers is presented in section 5.

New challenges for financing PHC

PHC needs to constantly respond and adapt to new
challenges created by changes in the environment,
population health needs, and our expanding
understanding of the importance of pursuing equity.
Improving financing arrangements is one key way to
influence adaptations of PHC. The growing burden of
non-communicable diseases, the inevitable emergence
of new pandemics, rapidly changing digital technologies
for delivery and administration, and the growth of the
private sector will all force the delivery of PHC—and its
financing arrangements—to change as well. Responding
to changing conditions also generates many opportunities
for policy makers to influence PHC and improve its
capacity to provide people-centred care that better
supports social goals, such as UHC and equity, on the
national and global scales. Financing should, at a
minimum, not impede needed changes in service
delivery; at best, financing arrangements can serve as a
transformational force. This section describes several
challenges for delivering PHC and the promising
approaches to organising PHC financing that are
elaborated further throughout the rest of the report.

Financing to facilitate service integration

Coordination and integration of services is at the heart
of people-centred care. PHC has been described as
the coordination mechanism that links primary care,
community care, specialised care, wider public health
interventions, and long-term care services. However,
efforts to improve coordination and integration often face
challenges at the interfaces of services and specialities; as
noted, in LMICs, many challenges have arisen from the
absence of integration between PHC and donor-financed

vertical programmes, such as those focused on maternal
health or HIV and AIDS. Improving coordination among
different PHC services is as important as coordinating
PHC with higher levels of the health system.

Problematic financing arrangements are frequently at
the core of these challenges. Different financing
mechanisms for different sources of funds, the means of
allocation and management of flows of funding, and
complicated payment mechanisms all act as major
barriers to the implementation of more integrated
approaches to service delivery.* As noted in the
Commission’s case study on Chile, for example, the
absence of strategic coordination between the capitation
payment for PHC and the application of diagnosis-related
groups for hospital care made clinical coordination and
integration of care difficult.” Where PHC is provided by
an unorganised private sector and paid for by out-of-
pocket payments, care can be fragmented and create
excessive financial burdens. In this situation, for example,
every provider might require the same diagnostic tests to
be repeated and there can be excess prescription of
branded medicines.** Donor funding can be a further
impediment to integration. How health financing
arrangements can support integration is explored in
section 5.

Digital innovations in health financing

One major development in PHC, as indeed in all sectors,
has been the rapid development of new digital
technologies. In this Commission, we reviewed the
published and grey literature regarding two questions:
where have digital technologies facilitated financing of
health and PHC? And how have financing arrangements
been adapted to facilitate the digital delivery of PHC
(appendix p 17)? After the literature review, a roundtable
discussion took place among 13 digital and health
financing experts (academics, practitioners, and donors)
and the Commissioners captured recent and unpublished
experiences and insights (for methods see appendix p 35).
Four main messages emerged from this process.
First, very little robust evidence exists on the impact of
digital technologies on health financing objectives,
including financing for PHC. Rigorous research in this
area is urgently needed. Second, digital technologies
offer great promise to improve the efficiency of
resource mobilisation and purchasing arrangements;
however, caution is warranted. There are risks, such as
fragmentation if it leads to multiple small funding
pools or parallel electronic patient information systems.
Another risk is misalignment with UHC equity principles;
for example, for the moment, digital access is much
higher in cities, although this is changing rapidly. Third,
to date, digital technologies related to financing have
mostly been applied to health-care purchasing. For
example, in the Philippines, digitised claims analysis
using artificial intelligence is being used to detect fraud;”
in India, provider payment has been facilitated through an
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online system for data reporting and online pay-for-
performance of Accredited Social Health Activists.” Some
applications to revenue mobilisation and pooling have
also been documented: in Ghana, mobile phone apps
have simplified payment of health insurance contributions
and enrolment reminders.” Fourth, little has been
documented about any actual adjustments to financing
arrangements to facilitate online and digital delivery of
PHC, beyond measures to include remote consultations
in insurance benefit packages. However, this area is
developing rapidly (for example, the introduction of
Babyl, an artificial intelligence-supported digital health
service provider, in Rwanda)® and often without formal
assessment or evaluation. Financing arrangements must
be adapted if digital solutions are to be included in pooled
funding arrangements, and provider payment levels need
to be adjusted to cover additional activities required to
integrate new technology enabled activities.

Most recently, the public health and social measures
put in place to address the COVID-19 pandemic, such as
lockdowns and quarantines, accelerated the development
and use of various forms of digital health-care delivery,
including remote consultations and home-based
monitoring. Financing arrangements were quickly
adapted to enable these changes, such as extending
benefit packages to include remote consultation. PHC
needs to continue to embrace new technologies that
support coordination, interoperability, and regulation;
and financing arrangements should continue to adapt to
accommodate these. It is also important to avoid a
situation where multiple solutions act independently and
foment fragmentation. The key will be to allow flexible
financing approaches to support these developments,
while ensuring that they are thoughtfully integrated into
the wider health system to induce efficiency gains
without sacrificing equity. This is discussed throughout
the Commission.

Paying for medicines for PHC

The data presented above show the importance of
expenditure on medicines—which is sometimes as high
as 40-50% of all expenditure and is often paid for out-of-
pocket through private pharmacies—in PHC spending
in many LMICs (figure 2). However, medicines are often
out of stock in public health facilities or not included in
provider payments. Patients then pay out of pocket for
medicines purchased in private pharmacies, representing
a substantial barrier to the use of medically appropriate
and high quality medicines. This is particularly apparent
for non-communicable diseases.” Such out-of-pocket
expenditure leads to inefficient use of medicines and
financial burdens for patients.

Effective financing arrangements for medicines for
PHC should have two key outcomes: to provide financial
protection against the costs of medicines, and to
encourage efficient use of resources. Financing
arrangements for paying for medicines should focus on
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four goals. (1) Including essential medicines in the PHC
package that is covered by pooling arrangements,
including those needed for management of chronic
conditions. (2) Ensuring that sufficient funds are
mobilised to supply these medicines and deploying all
available policy tools to procure medicines efficiently
(including essential medicines lists, bulk procurement,
and market shaping to secure favourable prices).
(3) Encouraging efficient use of medicines through
appropriate incentives to providers, dispensers, and
patients. (4) Enabling new ways for people to access
medicines that allow them greater control and easier
access, for example, through self-service vending
machines,” e-prescription and e-pharmacy.

Conclusion

In section 2, we provided an overview of how PHC is
financed and how PHC providers are paid. Although the
findings are instructive, it is clear that much of the global
expenditure data on PHC are problematic. A consensus
on a consistent operational definition of PHC would
enable better expenditure analyses—it would also help to
prioritise PHC, promoting the normative message that
PHC should not be provided at higher level hospitals, and
enable countries to better track their progress. Generating
agreement on a definition requires taking a position on
the trade-offs between, on the one hand, allowing flexible
definitions that fully capture local particulars, and, on the
other hand, having a consistent definition that enables
global monitoring and comparisons.

Even if the data presented in this Commission
significantly overestimate PHC spending, they still show
that the levels of government spending on PHC in low-
income and lower-middle-income countries are far from
sufficient, and that a considerable share of current
financing comes from out-of-pocket, not pooled,
resources. Furthermore, the relationship between PHC
spending and service coverage, as measured using the
UHC service coverage index, shows that existing money
could be spent more effectively. These findings underpin
the Commission’s overarching message: that countries
need to spend more and spend better on PHC. Better
spending would mean replacing out-of-pocket spending
on PHC with pooled public sources (see sections 3 and 4);
ensuring that the resources intended for PHC reach the
frontline providers; reducing fragmentation of funding;
and expanding provider autonomy by improving how
providers are paid to better incentivise people-centred
PHC (see section 5).

Section 3: Mobilising and pooling resources to
finance health care

This section addresses how to take a people-centred
approach to raising more prepaid and pooled funding for
PHC by mobilising more funding for health overall. The
issue of how resources are allocated to PHC from the
overall health budget is addressed in the next section,
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although these are closely intertwined in practice. This
section includes: an overview of the challenges faced in
mobilising and pooling financing for health, a vision for
increasing resources for health, and some possible
strategies to pursue this vision. It is important to note
throughout that stakeholders beyond the health sector
have the greatest responsibility for raising additional
resources for health. The ministry of finance is key
because it both has responsibility for raising government
revenue and wields significant power in budget-setting
negotiations with spending ministries, such as the
ministry of health. Key messages from this section are
presented in panel 5.

The Commission has not taken a position on a target
spending level for health. That topic has been considered
by various bodies that have each proposed their own
benchmarks.® Various governments and donors have
committed to these benchmarks, although few have ever
actually met the targeted spending level. Regardless of
which benchmark is considered, LMIC governments and
donors do not yet spend enough on health.”* These
benchmarks might be useful for advocacy purposes, and
to give a global indication of how much is needed overall.
However, they do not recognise that a given level of
spending could be necessary but not sufficient to achieve
desired outcomes. The benchmarks also disregard the
substantial variation in performance across countries
with similar levels of government budget allocation to
health.®® Whatever the benchmark, estimates of resources

Panel 5: Mobilising and pooling resources for primary health care (PHC)-key messages
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Government expenditure on health falls short of what is needed for UHC, which
limits the overall ‘pie’ available for the PHC share and forces patients to continue to
pay out-of-pocket, posing a persistent barrier to access.

PHC should be free at the point of use because even small payments can deter use.
This requires progressive removal of user fees and increased public funding.
Increasing funding will be challenging in the near-future because of the economic
impact of the COVID-19 pandemic, which will constrain government budgets.
Generating additional pooled resources is a challenge: fiscal capacity remains limited by
macroeconomic conditions and inefficient revenue collection; however, additional
resources will have to come mainly from taxes (general or earmarked); expansion of
social health insurance, a strategy being pursued in many low-income to middle-income
countries, is constrained by the small size of the formal labour force in many countries;
thus donors continue to have an important role to play in low-income settings.
Increasing tax revenue is both a technical issue (how to increase tax capacity and how
to broaden the tax base) and a political issue (due to acceptability and compliance):
the latter requires skilful engagement in budget politics.

Better spending of available resources is key, although the potential to generate
efficiency savings in the health sector is limited within existing institutional
arrangements; it also takes time (and often investment) to achieve these savings.
Better pooling arrangements are also needed to reduce fragmentation, secure
equitable cross-subsidies and efficient integration between levels of care. Where
actual pooling is not possible, intermediate pooling supported by, for example,
harmonisation of financing arrangements across pools, or virtual pools supported by
digital technologies, can provide intermediate solutions.

required should be based on per-capita needs rather than
simply funding facilities or infrastructure.

Challenges in mobilisation and pooling of funding for
health

The existing mechanisms for mobilising and pooling
health funds in LMICs have multiple weaknesses that
arise from their fragmented and insufficient revenue
sources and the inherent challenges of pooling and
managing resources. There are several specific problems.

The first is limited tax revenues. Public spending,
including on health budgets, is often constrained by the
general macroeconomic conditions and underlying
weaknesses in national systems of taxation that limit the
revenue base for public spending (as shown by the low
mean tax-GDP ratio in low-income countries of 12%, as
compared with nearly 30% in high-income countries).”

The second is social health insurance contributions.
Social health insurance contributions represent an
important source of health funding in several high-
income countries.” However, the formal labour force in
many LMICs is insufficient to support expanding social
health insurance contributions; in low-income countries,
for example, only 10-2% of the population works in the
formal labour sector” The COVID-19 pandemic has
increased unemployment in the formal sector, with ever
more workers shifting to the informal sector where it is
more difficult to collect contributions.” Furthermore
even when social health insurance contributions are
collected, translating them into additional revenue for
health is made complicated by the issue of fungibility
(interchangeability) within government budgets.

Third, a larger government budget does not necessarily
lead to greater allocation to health. Even when
governments do manage to expand the total envelope of
available funds, either through tax revenues, social health
insurance contributions, or donor financing, this does not
necessarily lead to greater allocations to health.” Failure to
prioritise funding for health in total government spending
might be due to technical issues (such as insufficient
capacity within ministries of health to present strong
investment cases for health to ministries of finance).” It
might also arise from public finance management
structures that are not aligned with health budgeting
needs or as a consequence of various political economy
factors such as power imbalances and low levels of
accountability between health system users and political
leaders, and lobbies promoting other public expenditure
priorities (see section 6).

The fourth problem is inadequate, declining, and
fragmented donor funding. Donor funding for health,
although valuable and, for the foreseeable future,
essential for low-income countries, has been falling
since 2015* The economic effects of the COVID-19
pandemic are likely to also negatively affect donors’
budgets. For example, in 2021, the UK Government
reduced its international aid spending target from 0-7%
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of gross national income to 0-5%. Furthermore, donor
development funding can be unpredictable even in
good economic times as it is based on donor preferences.
The funding that is made available is typically largely
targeted to specific disease programmes (in low-income
countries, for example, an average of 65% of donor
assistance is allocated to infectious and parasitic
diseases).”” Further, donor contributions tend to operate
off-budget, undermining countries’ ability to plan and
manage these resources alongside domestic funding.**”
Nevertheless multilateral and bilateral assistance for
selected low-income countries remains essential to at
least 2030, and an improved global system of multilateral
country support is required.

The fifth is excessive reliance on out-of-pocket
spending. As alluded to previously, and as a result of the
difficulty in raising pooled public funding, out-of-pocket
payments by individuals are the dominant source of
funding for health in low-income countries: they
represent, on average, more than 40% of all health
spending across all LMICs, and nearly 60% in the
32 low-income countries.” Out-of-pocket payments can
include formal user fees, informal fees levied by
individual providers, travel costs, and payments for
medicines and other supplies. Because payments made
out of pocket are not pooled, they curtail cross-
subsidisation between rich and poor, as well as between
healthy and sick populations. The global health and
economics communities have stated unequivocally that
out-of-pocket payments need to be reduced (and user
fees for PHC removed) and instead replaced with prepaid
and pooled funding.” Indeed, formal and informal user
fees act as barriers (disincentives) to accessing PHC,
particularly for the poorest; for those who do choose to
pay, user fees can lead to financial hardship.*” The
frequent argument that fees paid at the time of service
prevent frivolous use of health services without causing
harm is not substantiated by existing evidence.”
Requiring even small payments can dramatically reduce
use of highly cost-effective interventions.” User fee
exemptions for the poor and vulnerable can mitigate
access barriers, although experience in LMICs suggests
they can be challenging to implement, as it is hard to
identify the poor effectively and the criteria are often
gamed or applied inconsistently.”

The sixth is reduced budgetary allocations to health
due to the economic impacts of COVID-19. Budget
allocations to health were falling in LICs and lower-
middle-income countries even prior to the COVID-19
pandemic.”” As the COVID-19 emergency phase ends,
many countries can be expected to experience falling
government budgets.” For example, the South African
Health 2021 Medium Term Expenditure Framework
budget was reduced by almost 10% over one budget cycle
as a result of the post-COVID budgetary restrictions.”
Austerity budgets following previous crises have had very
harmful effects on health budgets.*
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The seventh is difficulty in pooling resources. The
incremental nature of UHC expansion often leads to
the development of multiple risk pools as different
programmes evolve to cover different population groups.®
Fragmentation of revenue streams is also an obstacle to
pooling, with general tax revenues collected and used
through the budget system and often disbursed as
input-based budgets to maintain the health delivery
infrastructure, and other sources of revenue pooled in an
off-budget fund (such as a public insurer) and disbursed
as payments for services. Once multiple pools have been
established, it can be politically difficult to merge or
integrate them, as this requires trade-offs with some
interest groups losing, or perceiving to lose, their
advantages.

The convergence of these problems in mobilising and
pooling funds for health has resulted in large variations
in levels of government health spending, even among
countries with similar economic status (appendix p 12).

The Commission’s vision for resource mobilisation and
pooling

The Commission’s vision for people-centred financing of
PHC requires an adequately financed health sector
funded by expanded public and pooled sources that
protects people from financial hardship when seeking
care and promotes equity.

Achieving the Commission’s vision involves reducing
out-of-pocket payments (including removal of user fees
for PHC) and replacing them with other types of pooled
public funds that are raised through progressive means.
In line with progressive universalism, the Commission
argues for an explicit focus on addressing inequities.*

Mobilising new resources for government spending on
health

One of the greatest sources of increased government
health expenditure has been economic growth, rooted in
conducive macroeconomic conditions.* However, in the
near term this is unlikely to be sufficient to secure the
additional financing needed due to the adverse global
economic outlook generated by the COVID-19 pandemic.
Below, we discuss other strategies for mobilising new
public resources for health and investigate how countries
can translate increased general revenue into increased
funding for health. We also comment on the potential for
the health sector to improve the efficiency of spending of
its existing resources.

Increasing the overall envelope
Governments and health systems have several options
for increasing resources for health, including expanding
taxation, expanding social health insurance contributions,
and increasing borrowing.

The primary means of expanding resources for health
in LMICs is to expand the overall available government
revenue collected via taxation. This can entail improving
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collection of existing taxes, increasing the tax base, and
expanding the number and types of taxes levied. LMICs,
however, face significant challenges when collecting tax
revenues. Constraints including lack of infrastructure
(including information technology systems) and
administrative challenges, such as incomplete property
registers, the size of the informal economy, or the
inability to trace transactions within it. These limit the
capacity of tax agencies, often already weakened by an
insufficient number of skilled staff and limited technical
capacities.

Expanding LMICs’ national taxation capacity therefore
requires strengthening various institutions, systems,
and skills. Countries also need to decide on the
appropriate mix of direct (income), indirect (for example
value-added tax) and other taxes (including trade taxes),
in which there will be a trade-off between administrative
complexity and equity. Income taxes can be more
progressive than indirect taxes, but require more
elaborate systems to enforce compliance.* More global
comparative data on taxation across countries is now
available than ever before and is vastly better than what
was available 10 years ago.”

LMICs could also focus on taxes that directly effect
health outcomes, which are often perceived as politically
more acceptable.* The health sector is increasingly
active in advocating for health taxes or excise taxes on
unhealthy products such as tobacco, alcohol, and sugar-
sweetened beverages. However, the primary purpose of
these taxes is to improve population health status by
creating disincentives to the use of harmful products.
Therefore, where excise taxes are successful, they should
eventually result in reduced revenue. However, in the
meantime, these can raise revenue that can be earmarked
for health if political economy considerations and
budgetary rules are aligned.” According to the World
Bank, an increase in excise taxes on tobacco, alcohol,
and sugar-sweetened beverages that would result in a
50% increase in prices could raise the tax-GDP ratio by
an average of 0.7 percentage points in low-income
countries and LMICs.? Other taxes could also be
explored for the health sector, such as taxes on transport
and airline levies® or on carbon emissions.” Overall, the
potential additional revenue that these taxes or levies
could bring seems to be limited (up toa maximumof2 - 3%
of actual spending on health).* Earmarking these taxes
to cover health expenditure is possible” although it
might be resisted, particularly by finance ministries,*
because of the inflexibility it introduces into the
budgeting and planning process.

A tax on payroll, or compulsory social health
insurance (rather than voluntary as is the case of many
community-based health insurance schemes) is also
used as an earmarked tax for health. Indeed, many
countries are working towards UHC through expansion
of social health insurance,” as it holds the potential to
improve equity by increasing pooling and introducing

pre-payment.” However, empirical evidence raises some
concerns about the introduction of compulsory health
insurance contributions in low-income countries.”
First, the necessary conditions for raising additional
social health insurance funding are seldom met because
most do not have full (or nearly full) employment and
few jobs are located in the formal sector, registered, and
therefore taxable.” Second, social health insurance might
not be feasible due to the high costs of setting up and
administering the collection of contributions® and might
take a long time to lead to the achievement of UHC, as
was the case in Germany for example.” Whether the
revenue raised can outweigh the operational costs has
seldom been analysed.”” When it has been examined, the
findings are inconclusive.” Third, the cost to employers
of social health insurance premiums might also have a
negative effect on the labour market, reducing the
probability of employment in the formal sector as well
as wages.” The changing nature of work, including
demographic changes and structural changes in
employment, pose a challenge to the feasibility and
sustainability of mobilising resource for health through
employment-based models such as social health
insurance.” Finally, social health insurance does not
necessarily support progressive universalism, as it can
redistribute resources towards wealthier segments of the
population. For example, general revenues can be used
to subsidise social health insurance that predominantly
serves upper-income groups rather than ensuring that
subsidies are used to extend coverage to vulnerable
segments of the population.”

Whatever tax is chosen, political economy factors, both
internal and external, as well as the structure of LMIC
economies, always threaten the feasibility of taxation
reforms (panel 6).

Generating additional resources from taxes, including
for health, is certainly possible—but it requires a tailored
strategy in each country and it takes time. Developing a
tax reform strategy requires understanding the types
of taxes and rates that are feasible given the political
and economic structure of a country, and a whole-of-
government effort to successfully push to increase the
overall revenue envelope. For example, Tunisia increased
its tax revenue from 18-2% of GDP in 1990, to 32-1% in
2018.° It is now nearly double the average of 16-5%
across Africa in 2018 This was achieved through
the implementation of multiple policies, including:
countering harmful tax practices, preventing tax treaty
abuse, making dispute resolution mechanisms more
effective, tackling money laundering, and cracking down
on tax evasion. Aside from the technical solutions that
were adopted, political resolve was essential in driving
these reforms, and their success." ™

Another way to increase the budget available for health
is to use government borrowing, as a short term
approach. In times of crisis, government borrowing can
have an important temporary role in sustaining health
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and social spending. The ongoing global COVID-19
pandemic, and the associated global recession represent
just such a situation. Some reflections on the challenges
of mobilising revenue in times of crisis are presented
in the appendix (p 3). Deficit financing is typically
considered more suitable for capital, rather than
recurrent, expenditures. However, it can have a crucial
role in supporting countries to emerge from crises while
helping to mitigate their social consequences. In the first
quarter of 2021, the International Monetary Fund, World
Bank, and OECD all called on countries to take on
temporary debt to finance human development. These
institutions have emphasised the important role of the
health sector in dealing with the pandemic, as well as in
turning around the COVID-19-induced economic crisis.
They also note the importance of not withdrawing social
support, health spending, or fiscal stimulus in the midst
of a pandemic."”

The increased borrowing will need to be accommodated
by fiscal adjustments in the future. Most countries are
projected to go through extended periods of fiscal
adjustments in the coming years; in some places, the
overall government spending envelope is expected to
shrink, as will discretionary spending as a share of
government expenditures, as debt service requirements
grow.” Grants, concessionary loans, and favourable debt
treatment, including debt service suspension and
restructuring, will be vital for many LMICs in the coming
months and years. Government debt can help maintain
liquidity and solvency and support to the spending
needed to recover from COVID-19. Although LMIC
governments might be reluctant to acquire more debt, it
represents a way to respond to crises while expanding
support for the health sector. Ultimately, investing in
health will benefit the economy, enabling countries to get
out of debt more quickly.

Another way to increase the overall envelope is by
bringing donor funding on-budget and aligning it with
national priorities. The COVID-19 pandemic (just as with
the 2016 Ebola epidemic) showed that investing in health
in LMICs has global significance.”” Donor funds not only
need to increase, but they also need to be used in ways
that align with government priorities, after the principles
of the Paris Declaration.

Translating more resources overall into additional funding for
health

Whichever strategies are selected by governments, and
specifically ministries of finance, to secure additional
resources, the next step is to ensure that the new
resources are invested in health. The widespread
economic impact of the COVID-19 pandemic has
provided clear evidence of the close connection between
health and economic prosperity and should strengthen
the case for increased investment in health. However,
ensuring that adequate resources are allocated to health
requires continuous efforts. The allocation of resources
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Panel 6: Political economy challenges of expanding taxation in low-income to
middle-income countries (LMICs)

An increase in taxes is never welcomed by taxpayers. Introducing taxation reforms
involves complex political economy concerns, including:

Internal factors
Taxation reform involves extensive bargaining among different actors, including
governments, taxpayers, specific industries and sectors, tax intermediaries such as

accountants and tax advisers, and revenue collection organisations.”” As such, the process of
bargaining with all stakeholders will be central to decisions about the design of tax regimes.

Certain groups might be disproportionately affected by different taxes—and this might
constrain the feasibility of adopting them. For instance, although a property tax could be

an

effective way to increase tax revenue, these tend to affect wealthier people who are closely

connected with political decision makers.*® Similarly, sugar-sweetened beverage taxes,
although important for chronic diseases, affect particular agricultural and industrial secto

External factors
LMICs" ability to raise taxation revenue is currently substantially limited by existing

Is.

bilateral tax treaties and the associated curtailment of taxes on multinational companies,

tax evasion and avoidance, loss of potential revenue from extractive industries, and tax
exemptions and incentives given to investors.” The G20 finance ministers’ recent

announcement of a minimum 15% tax on multinationals in countries where they operate

is a positive step towards addressing this issue.”®

Structure of the economy

LMICs typically have a large informal sector which is difficult to tax. Further, the economy
might be comprised of many small-scale firms that are more likely to be dependent on a

few natural resources or commodities. LMIC economies also often rely on foreign aid,
which is not taxable. These factors limit tax collection and the tax base.®

to health is an intensely political issue. Multiple political
economy factors have a role in whether health is
prioritised.

The first factor is competing demands. In the face of
infinite needs, different sectors in a given country must
compete for limited funds. How much goes to health
depends both on how much value is placed on health and
on what other challenges the country faces. A country
struggling with active conflict might prioritise military
spending over health. For example, Mali's budget
allocation to health decreased from 2016 in the face of a
domestic terrorist insurgency.”™ Health advocates must
both understand the competing demands and determine
how best to present health as an economically sound and
ethical investment.

The second is who benefits from funding health. In
most countries, small elite groups of politicians and
financiers wield the most control over budgeting and
financing decisions. Unless they see benefits in investing
in health, little might change. In Turkey, for example,
there were nine unsuccessful attempts to establish a
national health insurance system for UHC before 2003.
Those attempts were blocked in part by legislative
gridlock in the parliament and opposition to new
legislation by the Constitutional Court” UHC was
eventually adopted after the rise of the AK party, whose
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platform centred, at the time, on opposition to persistent
inequalities" (see section 6 for further details).

Third is that in certain contexts, health must become
part of a popular political agenda in order to be prioritised.
This can occur during political transitions, such as
following the fall of dictatorships,*' the rise to power of
an insurgency (as in Ethiopia)," or as a result of crisis
such as COVID-19 (see section 6 for further details).

Whilst this list is by no means exhaustive, it illustrates
the need to take political economy considerations into
account in tandem with technical solutions to gain
support for health.

Better pooling of existing and new resources

Whether or not total health spending increases, a shift
from out-of-pocket spending towards pooled arrange-
ments can radically improve the equity and efficiency of
health financing.

A defining characteristic of the health sector is the
high degree of uncertainty associated with health
needs, which vary across populations, over time, and
across geographies. This uncertainty makes it necessary
to pool risk across populations to protect individuals
from financial hardship if they find themselves in the
unlucky group that requires expensive health services.
Redistribution of resources from people and places of
lower need to those of higher need is more effective in
larger, more diverse pools. Pooling can occur either in
government budgets (at central or decentralised levels),
through compulsory insurance schemes, or, potentially,
through virtual health insurance pools supported by
digital technologies. The opportunities, and challenges,
of virtual pools are discussed in the appendix (p 34).
Many countries are moving in the direction of merging
or consolidating multiple pools to gain the benefits of
more effective risk-pooling, which include better
redistributive mechanisms and greater equity, stronger
purchasing power, and increased administrative
efficiency.™

Better spending

Inefficiencies in health spending exist. The 2010 World
Health Report stated that there were inefficiencies
equivalent to 20-40% of health spending, and in the
OECD between 20% and 50% of health expenditures
might be wasted due to inefficiencies.”™ Inefficiency
can be allocative (that is, spending money on the wrong
interventions, such as high-cost, low-impact health
services). Inefficiency can also be technical (failing to
get the maximum output from available inputs, for
example when patented drugs are purchased in lieu of
generic drugs). In theory, addressing these inefficiencies
could be a source of resources available to the health
sector by releasing resources while maintaining (or
even increasing) output. Efficiency can also improve if
greater outcomes are achieved with the same inputs;
however, this does not increase fiscal space. Efficiency

reforms should not be seen as a way to either balance
budgets or identify spending cuts in health. However,
they do form part of the wider effort to use available
health resources to improve health outcomes, and to
persuade ministries of finance to increase the health
budget.

Improving either technical or allocative efficiency is a
complex task, fraught with technical and political hurdles,
and requiring time. A review done for this Commission™
showed that the efficiency gains that could be achieved in
practice through reforms addressing inefficiencies are
likely to be smaller in magnitude than suggested in
the 2010 World Health Report.” Furthermore, the available
evidence on the timing and feasibility of efficiency-focused
reforms is scarce and not generalisable across countries.
The methods used for the literature review, together with
an overview of possible efficiency reforms identified, are
presented in the appendix (p 37).

Although the effect of some reforms focused on
enhancing spending efficiency might be immediate
(such as requiring the purchase of generic rather than
branded medicines, or use of bulk tenders for medicines
or medical equipment), many others may take years to
reap benefits. Many inefficiencies, such as leakage due to
corruption or fraud, are structural; tackling them
requires addressing historical precedents and social
norms in addition to administrative processes." Further,
it should be noted that addressing some inefficiencies
can require upfront investments. This might be one
area where digital technologies can prove (positively)
disruptive, as long as they do not create new
fragmentation (appendix p 16).

Finally, although the focus here has been on whether
inefficiencies could lead to financial savings (as has been
argued by many finance ministers), ministries of health
should be working to improve the value for money of
their spending. This outcome might be realised through
a decrease in cost, as long as the outcome (including
quality of care) remains the same. It might also involve
an increase in cost with an accompanying improvement
in outcomes or simply an improvement in outcomes,
with the cost remaining constant.

Conclusion

The need to shift away from out-of-pocket spending
towards pooled public funding is urgent, yet the reforms
to increase resource mobilisation and pooling necessary
to achieve this objective will take time to design and
implement. Investments in strengthening the tax base,
expanding the types of taxes levied, and tax collection
capacity—all of which fall outside the purview of the
ministry of health—will be essential. Digital technologies
might hold some promise (for example through virtual
pools), although caution is warranted in ensuring that
these align with UHC objectives. Improving the
efficiency of spending can help, but is not the primary
way to create more fiscal space for health.
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Section 4: People-centred allocation of resources
to PHC

The Commiission’s vision for a people-centred approach
to allocating sufficient resources to PHC

In the Commission’s vision, each country’s health sector
strategically uses appropriate policy tools to direct
sufficient resources to PHC to enable a universally
accessible system that provides quality services in line
with a benefit package appropriate to the level of care. To
do so requires mechanisms for funding, budgeting, and
financial management to ensure that those resources
reach frontline providers and platforms. It will also
organise the service delivery system to pull resources to
PHC. By doing so, countries can support the delivery of,
and equitable access to, people-centred PHC. Key
messages from this section are presented in panel 7

The objective of resource allocation for PHC is to
ensure that sufficient resources are directed to, and
reach, frontline providers working in PHC platforms,
including at community level, as well as supporting
essential public health functions. Whether or not the
overall fiscal space for health is increased, deliberate
efforts can be made to allocate more resources to PHC
from existing health budgets, either through the budget
process or by strengthening budget execution to ensure
that available resources for PHC effectively reach PHC
platforms and providers.

Putting people at the centre of these arrangements
entails allocating resources for PHC based on population
needs, rather than allocating resources to facilities,
inputs, or vertical programmes. To achieve equity in this
allocation process means prioritising the needs of people
with the lowest socioeconomic status and least-served
geographic areas. This section of the report explores the
forces that can draw resources away from PHC, and
describes policies that support allocation and protection
of resources for PHC. It also addresses the special case of
allocating and securing financing for essential public
health functions. We acknowledge that various other
policies also indirectly influence allocations to PHC,
including some key PHC design elements and how PHC
is linked to higher levels of the health system. Provider
payment methods, which are addressed in greater detail
in section 5, are central to this.

How resources for health are allocated

Allocation of resources to health in general, and to PHC
in particular, occurs in different ways in different
systems of government. In centralised budget systems,
the collection and allocation of funds takes place
centrally with, typically, the Ministry of Finance
allocating a set amount, based on multisectoral budget
negotiations, to the Ministry of Health. Although some
of these resources might be ring-fenced for specific
purposes, many decisions about allocation within the
health sector are the responsibility of the Ministry of
Health. It decides how to allocate the available funds to
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Panel 7: People-centred allocation of resources for primary health care (PHC)-key
messages

Increasing the allocation of health resources to PHC is a political decision; it might
involve redistributing of resources—in absolute or relative terms—away from other
sectors, or within the health sector away from hospitals.

Increasing budget allocations to PHC does not guarantee that resources reach
frontline services; protecting PHC allocations to the point where they reach frontline
providers requires clarity, active steering, and accountability mechanisms.

Making allocations to PHC more visible in health budgets is an important way to
improve tracking of existing resources, secure additional resources, and highlight the
importance of essential public health functions.

A range of policy levers are available to increase and protect allocations to PHC. Public
finance management tools, particularly those that strengthen budget formulation and
execution, can be used to increase PHC budgets, make them more visible in the public

finance management system, and ensure that resources reach frontline services.
Service delivery arrangements can be used to pull resources to PHC. These

arrangements include explicit service standards and guidelines, new configurations of
teams, and effective referral systems. In some instances, new cadres of frontline PHC
providers have enabled more resources to be directed to PHC. All these improvements

can have the effect of stimulating demand for PHC and, with the right financing
arrangements, drawing more resources to this level.
+ Multiple tools can be applied at the same time. Many of them require a clear and

context-specific operational definition of PHC. Applying public finance management
levers requires engaging with various health and public finance management system

capacities.

+ Institutional responsibility for PHC is typically fragmented across ministry of health

departments; as a result no single unit is in charge of securing funding or held

accountable for progress. Although it is not necessary to create a new operational unit

for PHC to ensure that PHC is prioritised, it must be clear where responsibility for
budgeting and planning for PHC lies in the ministry of health.

geographic units (such as provinces) or to levels or
platforms of care, such as PHC.

In decentralised systems, decisions about resource
allocation—across sectors and within the health sector—
are made by local authorities. This gives the opportunity
for resource allocation decisions to be shaped by local
needs, disease patterns, and priorities. However, it can
also lead to a focus on financing services that are popular
or visible, rather than those that bring the greatest
population health benefits. A key challenge for
decentralised systems is that allocations to health in
general, and PHC in particular, might be less visible and
traceable at national level than when they are presented
as part of a single centralised budget. Therefore,
decentralised systems might require additional policy
tools (such as common budget structures and reporting
systems) to protect, manage, and monitor the use of
resources for PHC. The countries of Kenya, India, and
the Philippines are all examples of devolved decentralised
systems where allocations to, and power over, health are
substantially determined at subnational level.

Whether a government is organised as a centralised or
decentralised system represents a broader political choice
that is made outside of the health sector. However, the
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health sector must adapt its allocation processes to match
the wider political structure of the country.

As with allocations to health in general, there is no
definitive answer about how much is the right amount to
allocate to PHC in any given setting. The key issue is
estimating the resources required to finance a PHC
package that is universally accessible, places minimum
financial burdens on users, and that is aligned to
macrofiscal capacity. The analysis of the relationship
between PHC spending and coverage of priority
interventions presented in section 2 showed that there is
substantial variation in the level of coverage achieved for
a given spending level, particularly in LMICs; section 3
discussed some evidence about spending targets.

Costing exercises can help to inform these decisions.
However, costing requires a clear operational under-
standing of what constitutes the PHC platform and
services in that particular setting. South Africa has used
numerous approaches to cost its PHC system, including
normative personnel and infrastructure costing,
modelling visit rates and unit costs, complex methods
of costing specific disease groups and treatment
interventions, comparisons of facilities using cost,
efficiency, and quality indicators, and actuarial
approaches in designing capitation payments.

The politics of resource allocation within the health sector
Budget allocation processes are influenced by a range of
political forces operating at all levels. Problems, such as
those created by political patronage systems,™™ can be
exacerbated in decentralised systems where local political
incentives, power relations, and special interests can
carry more weight than the policy priorities of a central
Ministry of Health. Vested interests at central level might
also skew resource allocation.

PHC faces particular problems in attracting sufficient
resources because it typically does not elicit strong
political support within the health sector and may be

Budget formulation
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Figure 9: Policy tools to increase and protect resource allocations to PHC
PHC=primary health care.

excluded from the benefit package of particular
insurance arrangements. Responsibility for elements
of PHC might be fragmented across agencies or
technical departments, with no clear responsibility or
accountability for delivering on policy commitments to
improve PHC.

Other factors combine to limit the political
attractiveness of PHC. In particular, the people who
would benefit most from expanding and improving PHC
(for example, children, women, and people living with
chronic conditions) typically have little political power.
Furthermore, when PHC is done well, it keeps people
healthy and thus becomes nearly invisible.

In contrast, allocating resources to hospitals is more
politically appealing. The hospital is a highly visible
symbol of the health system. A hospital is the site
of more, and more expensive, technology, which is
perceived as beneficial and important. Hospitals also
employ specialist physicians, who tend to have higher
professional status and political connections than PHC
workers. Hospitals engage in readily apparent medical
education and other training activities, and employ large
numbers of support staff. They tend to be located in
urban areas, closer to decision makers, and cater to
wealthier population groups who wield significant
political influence.

Therefore, when limited resources are available for
health, hospitals and other secondary and tertiary care
initiatives are often more successful at securing them.
However, this imbalance undermines the efficiency and
equity of the health system as a whole. In this section, we
simply note that the process of securing budgets for PHC
is not merely technical but is also influenced by political
forces. Section 6 addresses the political economy of
financing PHC in much more detail.

Forces that impede allocation to PHC and the policy
levers that protect resource flows

A number of technical factors can also impede increased
allocations to PHC or divert funds away from PHC.
Addressing these is essential to protect resources for
PHC and ensure they reach the frontline. This can be
done through careful system design and, in particular,
the use of various categories of policy tool (figure 9).

The first category of tools is related to budget
formulation. Programme budgeting, budget rules and
statutory appropriations, and conditional grants influence
how budgets are made and aligned with policy priorities.
A second category of tools relates to budget execution, or
the effectiveness with which funds flow through the
system. These include the use of population-based
resource allocation formulae and direct facility funding.
Some purchasing tools, such as benefit specification,
provider payment, and contracting arrangements, also
fall in this category because they influence the flow of
funds. The third category concerns how PHC services are
organised and how they relate to and interact with the rest
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of the health system. This category includes the adoption
of an operational definition of PHC, the use of norms and
standards to establish resource requirements, service
delivery models, and effective referral and gatekeeping
functions.

The first two categories, budget formulation and
budget execution, are part of public finance management
processes; for their part, service delivery arrangements
will influence both the estimation of budget needs and
the routes through which funds move through the health
financing system. These policy levers clearly are not
mutually exclusive; indeed, they can be undertaken in
parallel. We outline a short overview of each of these
levers in the following sections. The capacities (of the
health system and broader public finance management
processes) required to deploy these tools are presented in
the section’s conclusion.

Budget formulation

The primary instrument for allocating public funds to
health programmes is the government budget. The
budget formulation processes used by many governments
can sit at odds with the unpredictability and complexity
of resource needs for health,”™ with budget formulation
and stated policy objectives often disconnected.™ In
practice, the process of budget formulation is commonly
reduced to incremental adjustments to the previous
year’s budget. Health budgets also suffer from a lack of
credibility, as they are often believed to be based on
inaccurate data and incomplete budgeting analysis."
Even when PHC is nominally prioritised in national
policies and plans, budgeting structures and processes
can inhibit the allocation and flow of funds to PHC
providers. In most countries, PHC is not a visible line
item in the national budget, making it hard both to
pinpoint how much is being allocated and to monitor
whether PHC funds are actually received. Instead, PHC
budgets are often embedded in, and absorbed by, the
budgets of hospitals or local governments. Budgets
frequently follow a line-item structure, with resource
flows tied to inputs rather than to activities, levels of care,
or population health needs. In these systems, resources
get to frontline PHC providers mostly through in-kind,
easily quantified provision of medicines and supplies,
and staff salaries. Establishing appropriate programme
budgeting can help to make financial allocations to PHC
more visible in the budget.

Oversight of resource allocation to PHC is especially
complicated when multiple financing agents and
purchasers are involved. This occurs, for example, if a
social health insurance fund is administered separately
from the government health budget. The social health
insurance fund is then outside the influence of the
ministry of health and different provider payment
mechanisms might apply. Likewise, in decentralised
systems, central authorities have little oversight or
influence over budget allocations by decentralised
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Panel 8: Multiple funding flows and fragmented
budgeting processes for primary health care (PHC) in the
Philippines’ decentralised system

The Commission'’s case study on the Philippines examined
the arrangements for funding PHC in a decentralised political
system. Health is a devolved function in the Philippines: local
governments receive a share of general tax revenue and are
also able to raise revenue through local taxes. Decisions about
the allocation of these funds between health and other
sectors are taken at the municipal level. In addition to a share
of these general funds, health receives some additional
supply-side funding from the central government for
infrastructure and for employment of essential staff. Local
government also receives reimbursement for PHC from
PhilHealth, the national social health insurance programme.

Resources are allocated among sectors through a process that
is led by the elected municipal mayors. Budget rules provide
for mandatory shares of the budget to some sectors, such as
gender and development, but no such rule is imposed for
health. The local health plan is the instrument used to
consolidate PHC funds from different sources. But priorities
can diverge between political and technical participants.

The fragmentation of PHC funding is exacerbated by the
different timelines for the national and municipal planning
cycles, and different procurement rules applied to different
funding sources. In practice, reimbursement from PhilHealth
is unpredictable due to administrative complexity; this
revenue is also affected by low claims by beneficiaries who are
unaware of their entitlements.

The outcome of this process is that municipalities spend only
7% of their budget on health, against a benchmark of 15% set
by the central health ministry. Two new initiatives under the
Universal Health Coverage Act are intended to help
consolidate and align resources for PHC: the development of
a new primary care provider network, and a special health
fund that is pooled at the province level. Local actors remain
sceptical about whether these technical solutions can address
the political issues of resource allocation.

authorities. In China, for instance, PHC is the
responsibility of two different agencies: the local health
bureau for essential public health services and the social
insurance office for medical services. Each has a separate
budget and uses different provider payment methods
(see section 5). In the Philippines, fragmented funding
makes it difficult to prioritise PHC (panel 8). As noted in
section 3, donors can contribute to fragmentation of
budgets when their substantial contributions remain off-
budget and separate from national plans. Ethiopia
provides an interesting example of a national initiative to
harmonise all sources of funding on one budget, which
is called One Health, One Plan, One Budget.™

Several policy levers are available to address these
problems and strengthen budget formulation.
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Panel 9: Conditional grants influence resource allocation in
India

In India’s system of government, health is the responsibility
of the subnational state governments. The Commission’s
case study on India examined mechanisms used by the
central government to encourage states to invest in primary
health care (PHC).*

The National Health Mission, which was previously known as
the National Rural Health Mission, is the main central
programme for strengthening PHC. Under the National
Health Mission, the federal government created a number of
mechanisms to encourage states to fund PHC, including:

« A matching rule for distribution of central level grants,
which initially required states to contribute 15% of the
total funds; the required contribution increased to 40% in
2016-17.

+ A planning process which included allowing the central
government to conduct detailed reviews of PHC plans and
budgets.

« Asystem of performance assessment and accountability
that made the release of a portion of the approved
resources contingent on achieving a given level of
performance. The performance-based component
increased from 10% to 20% of the total National Health
Mission funding and conditions were revised in 2018
though not yet implemented due to COVID-19 disruption.

Over the period 2008 to 2019, state spending on PHC
spending did increase. However, while the central
government influenced the pattern of PHC spending, state-
level respondents did not feel that these policy levers
necessarily increased effective use of funds.

(1) Programme budgets: this approach organises
the budget according to programmes (eg, a service or
group of services) rather than by inputs." Programme
or performance-based budgeting serves to clarify
programme objectives, and improves monitoring and
accountability, as each programme can also have
associated performance measures.”™” South Africa uses
a programme-based budgeting approach alongside a
higher-level item classification, and has a specific budget
for PHC comprised of seven subprogrammes within the
District Health Services programme, with substantial
flexibility in shifting funds. This standardised programme
structure applies across all provinces and districts. Each
PHC facility can spend up to their budget limit in line
with an agreed spending schedule. The five basic PHC
subprogrammes (clinics, community health centres,
community based services, district management, and
other community services) comprise 19-2% of total
public health expenditure (31-1% when including the
HIV or AIDS and PHC facilities subprogrammes).
Budgeting for the PHC programme can be a means of
creating greater visibility and protecting resources for

PHC. When applied generally across a government,
programme or performance-based budgeting seems to be
effective in improving resource allocation to health and
supporting more productive negotiations between the
Ministry of Finance and line ministries. Input-based
budgets maintained alongside programme budgets
facilitate financial control.

However, programme-budgeting requires both
considerable budget management capacity within the
spending institutions and good costing information. It
might also lead to new rigidities in budget execution if
controls are carried over from input-based budgeting.” ">
Although there is scope for expanding programme-based
budgeting, there is little experience in how to address
specific demands of the health sector.” Programme-
based budgeting for PHC also assumes that the package
of services, as well as the level at which given services are
to be delivered, are defined. As outlined in section 2, this
is a key challenge for policy makers. Although experience
with programme budgets is growing, there is still much
that needs to be tested."

(2) Budget rules and statutory appropriations: this is
another approach to ensure sufficient budgets for PHC.
Budget guidelines can mandate minimum budget
shares for specific sectors (as in the case of the gender
and development sector in the Philippines; panel 7).
Statutory appropriations are a legally-mandated standing
budget provision (so-called appropriation), which is not
dependent on the passing of a legislative appropriation
bill. For example, in Nigeria, the National Health Act
earmarks 1% of the federal government’s consolidated
revenue to fund the Basic Health Care Provision
Fund.™ Such rules and statutory appropriations have the
advantage of protecting part of the health budget from
political processes.

(3) Conditional grants: in both centralised and
decentralised systems, the central government can
influence resource allocation towards policy priorities
through conditional grants that impose restrictions on the
use of funds. Conditional grants can, additionally, be used
to create incentives for specific spending (eg, matching
rules for National Health Mission grants in India; panel 9),
impose governance requirements (eg, audits or reporting
requirements), or be supplemented with performance
targets (eg, Plan Nacer and Sumar in Argentina).”® These
can be used to influence devolved or other local units to
invest in certain programmes, leveraging centralised
funds to expand overall PHC resources.

Budget execution

Budget execution processes in LMICs are often highly
bureaucratic and focus on financial accountability rather
than achieving outcomes. This focus on financial control
might be due to concerns about corruption. The many
stages of fund disbursement, as well as frequent delays
in approval and release of funds, tend to reduce the
amount and timeliness of funding that actually reaches
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Panel 10: Capitation-based resource allocation in Chile

The Commission’s Chile case study examined the
development, design, implementation, and effect of the
capitation-based system for allocating resources to primary
health care (PHC) in Chile.>

After its return to democracy in the 1990s, Chile replaced a
system based on fee-for-service for PHC with one based on a
per-capita-based allocation using a resource-allocation
formula. The payments transferred to local governments are
calculated according to the size of their population, adjusted
to take account of the age, poverty, and rurality of a
population. The local authority then allocates resources to
PHC providers to cover the costs of salaries and services in
accordance with the government’s Family Health Plan. By
2019 this per capita allocation represented nearly 65% of the
overall financing transfers for PHC. The payment system both
serves to allocate resources to geographical units and is a
means to pay providers. This capitation-based allocation has
improved equity through the provision of more resources to
poorer municipalities.

One notable limitation of the system, however, is the low
degree of financial integration between PHC and higher levels
of care. Because diagnosis-related groups are used to pay for
hospital services, clinical coordination and integration of care
are more difficult. The risk adjustment mechanism is also
considered to be quite crude, limiting possibilities for
redistribution.

PHC facilities and providers. The more remote the health
facility, the fewer resources eventually arrive. This is not
just an allocation problem; significant leakage and delay
can occur during the many steps involved when
disbursing funds from the central ministry of finance to
a regional authority, then to local levels of government,
and at last to facilities.”™ A particular challenge for
PHC is that discretionary item allocations suffer the
most from leakage and other execution problems; this
leads to few resources being made available for the
general operating costs of PHC facilities.™ Low levels of
provider autonomy (section 2) creates further rigidities
in how resources are deployed. Various policy tools are
available that can help to avoid or ameliorate these
difficulties.

(1) Resource allocation formulae: These are used to
allocate resources (among geographical units and levels
of care) are policy levers that can promote equity in
allocation. In its simplest form, a resource allocation
formula allocates an equal per-capita amount across the
recipient units. These formulae can be refined by adding
adjustments, such as for differing health needs or local
cost differences.”™ For instance, health budgets in the
English National Health Service are allocated among
geographical units using a needs-adjusted formula. This
approach inspired many countries to develop similar
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Panel 11: Brazil uses a population-based mechanism to allocate resources to the
frontline

The Commission'’s Brazil case study set out to understand the health financing
arrangements that shaped the Family Health System.*” The Family Health System scaled
up the provision of PHC through multidisciplinary teams who provided community-based
services in a geographical area, shifting the way health-care services are delivered in Brazil.

Financing of the Family Health System was through a direct transfer from the federal level
to municipalities, known as the Piso da Atencao Basica (meaning Floor for Basic Care).
The transfer was calculated as a fixed per-capita amount based on municipal population
and a variable component linked to federal priorities, including scale-up of the Family
Health System model. From 2011, adjustments to the formula were introduced to allow
more funds to be allocated to more deprived municipalities.

Through this mechanism, regular and predictable resources were provided monthly to all
municipalities for delivering primary health care (PHC). Adjustments to the Piso da
Atencao Basica arrangements were made over time to encourage municipalities to adopt
the Family Health System model, expand the scope of PHC services provided, and to
address health inequalities. This approach to financing PHC had clear impacts on reducing
inequality in funding; although this effect was mitigated to a degree by the requirement
to have a substantial municipal contribution to PHC funding.

Supported by these financing arrangements, the number of Family Health System teams
grew from 2054 to 43286 between 1998 and 2020, covering 133-7 million people
(63-3% of the population). A number of studies point to the effectiveness of the family
health services in improving access to health care, reducing health inequalities and
improving health outcomes.”">

However, with substantial disparities across municipalities in financial, administrative and
technical capacities, inequalities across the country have persisted, and the availability of
qualified health professionals in poorer and rural areas has constrained expansion of
family health services. Recent developments, including fiscal austerity from 2016
onwards, political pressures to concentrate resources in specialised and hospital care, and
the merger of financing blocks for PHC with secondary and tertiary hospitals threaten the
achievements in financing an innovative PHC model over the past 20 years.

arrangements. Resource allocation formulae can also be
used as part of budget rules and conditional grants.

Resource allocation formulae have been effective in
directing and protecting resources for PHC in both Chile
and Brazil. In Chile, a per-capita amount for PHC is
allocated to municipalities to operate PHC facilities
(panel 10).” In Brazil, the budget for the Family Health
System is allocated to municipalities using a formula
(panel 11)."”

A systematic review of the use of resource allocation
formulae found that they enhanced equitable allocation
of resources across provinces or smaller administrative
units in Chile, Colombia, Zambia, and Zimbabwe.™
The appropriate mix of local and central financing
matters for equity, as greater dependence on local
resources undermines equity. Various other forces can
also constrain the equity achieved through the use of
resource allocation formulae, including: failing to
account for local differences in costs; failing to account
for the absorptive capacity of each geographic area; and
overlooking the up-front investments required to expand
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service provision. Scarcity of consistent and robust data
to inform the components of resource allocation
formulae (eg, health status levels) at a given point in time
can hinder the application and implementation of
resource allocation formulae in LMIC.»+%

Furthermore, simply applying resource allocation
formulae does not ensure equitable distribution of
resources. Okorafor and Thomas®™ found that resource
allocation formulae for PHC in South Africa were
inequitable due to weak managerial capacity at lower
levels of government, poor accounting for PHC
expenditure, and lack of protection for PHC funds with
regard to other service areas.

(2) Direct facility funding: where public finance
management systems fail to effectively channel money to
PHC platforms and providers, whether due to leakages or
other reasons, a second policy tool is to give money directly
to the PHC level. Under direct facility funding, a health-
care facility receives some core funding from the central
level directly into its own bank account, usually to enable
the purchasing of medicines and other supplies, or to pay
for operating costs such as utilities. When coupled with
autonomy to spend according to local priorities and sound
facility financial management, direct facility funding can
improve efficiency and quality of care.”™ Direct facility
funding can also serve as a means to integrate multiple
sources of financing at the facility level. For example, in
Tanzania, the same formula is used to allocate resources
from on-budget donor funds and the government budget
(excluding salaries and medical supplies).

This approach was used in Kenya in the late 2000s,"
Nigeria,” Tanzania,” Burkina Faso,” and Uganda."
Direct facility funding can ensure that funds reach the
periphery; it can have the added benefit of making PHC
providers more visible in the public finance management
system, raising the profile of spending on PHC. More
evidence is required, however, about the effectiveness of
direct facility funding in actually channelling funds to
facilities, and by association facilitating the removal of
user fees.

(3) Strategic purchasing: This incorporates specification
of the benefit package, selection of eligible providers, and
choice of provider payment methods. Done well, strategic
purchasing promotes effectiveness, efficiency, and equity
in a health system. However, a poorly (or too narrowly)
specified benefit package can cause patients, and
therefore resources, to drift up the health-care system
towards the hospital level. A benefit package that is too
narrow, for example, might exclude routine management
of chronic conditions. This can drive patients to seek care
at levels of the system that are higher than necessary and
expose them to risks of substantial out-of-pocket
spending on medicines. However, various policy levers
are available to address purchasing problems.

First is benefit specification. Having an explicitly
defined and appropriate benefit package (that was
developed using realistic costing) is a way to secure

and protect allocations to PHC. In Thailand, for
example, capitation payments for PHC are based on a
defined benefit package. Its Health Interventions and
Technology Assessment Programme is a world leader
in health technology assessment. Benefit specification
can also require co-payments when patients bypass
PHC, which helps to direct patients to the appropriate
level of care.

Second is provider payment mechanisms, which
determine how money is paid from pooled resources to
service providers. As such, the provider payment system
has a substantial influence on how resources are
ultimately allocated across providers. As is elaborated in
section 5, adopting a payment mechanism that directs
money to PHC, such as capitation, makes PHC
expenditure more visible, more equitable, and helps to
protect allocations. Poor design of provider payment
systems can also incentivise bypassing PHC, such as
when providers are rewarded for referring patients to
higher levels of the health system. Resources can also be
diverted away from PHC when mechanisms for paying
providers have money following patients (for example,
with fee-for-service payments) or are reinforced by an
absence of gatekeeping or open-ended budgets at higher
levels of the health system.

The effectiveness of a provider payment system as an
allocation tool depends on the existence of complementary
policies and properly aligned incentives. These include
the coherence of provider payment systems across levels
of care and payers, without which systems can decrease
access, generate waiting lists, and overall decrease
efficiency in the use of funding to provide care. It also
can include health system organisation features such as
gatekeeping and user incentives. Payment systems that
constrain the budget at higher levels of the system
(sometimes called closed-ended payments) can help to
protect resources for PHC; this approach is used in
Thailand. PHC subpools can also do this function; for
example, in Taiwan an umbrella budget for the national
health insurance has five subpools, including one
dedicated to PHC provided at independent ambulatory
care clinics.™

Third is contracting and monitoring. Contracts between
purchasers and providers can be designed to include
provisions that help channel funds to PHC and constrain
resources from being paid to hospitals. For instance, in
Estonia, the national health insurance fund guarantees a
minimum amount of revenue (equivalent to the per-capita
amount for 1200 individuals) for a defined list of PHC
providers working in non-urban areas. This channels funds
to PHC providers in sparsely populated areas and ensures
that they can cover their fixed costs. More detail on Estonia’s
approach to PHC is provided in sections 5 and 6. Some
contracts include volume caps on hospital payments,
whereas others specify a facility level for payment for
specific services. For example, in both China and Indonesia,
purchasers will not pay for a service delivered at a level
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higher than appropriate. Contracts can also cover referral
rules to limit unnecessary referrals to higher levels._

At times of crisis such as the COVID-19 pandemic,
keeping money flowing through the system to frontline
providers requires flexibility and adaptation of budget
execution processes. Such flexibility also carries some
risk. Keeping the focus on PHC is essential (appendix p 4).

Service organisation

In many health systems, inappropriate incentives for
both patients and providers have been created that
encourage the bypassing of PHC, resulting in pulling
resources away from frontline providers. The incentives
to bypass PHC are reinforced by the vicious cycle cited in
section 1: weak political support for PHC leads to chronic
underfunding, which affects the capacity of PHC
providers to offer quality services; this, in turn, causes
users to mistrust PHC and they bypass this level of care,
turning instead to hospitals and specialists.

These incentives might not have been created with the
intention of undermining PHC. However, without
strategic and coherent organisational linkages among
levels of care, resources can drift up the system. For
example, when user fees are set such that the cost of
PHC is similar to the cost of higher levels of care, patients
may feel encouraged to bypass PHC. In places that lack
easily accessible and trusted PHC to serve as a first point
of contact, patients are also likely to seek care directly (if
often unnecessarily) from specialists. Some innovative
approaches intended to reinforce PHC by providing
greater technical support to lower levels of care, such as
the Health Care Alliances introduced in China, actually
had the unintended effect of driving resources back to
higher levels of the system.* Various policy levers are
available that, by improving the organisation of services,
help to drive users and resources back to PHC:

(1) Organisational definition of PHC: a clear operational
definition of PHC helps to steer resources towards it by
defining what functions must be supported and by
providing a category for tracking PHC expenditure. In
Indonesia, for example, the national health insurance
programme defines a clear set of PHC facilities (public
and private) from which the PHC benefit package can be
delivered.

(2) Norms, standards and guidelines: establishing clear
norms standards and guidelines for PHC (including
population coverage levels) can be a useful way to support
allocation of resources to PHC. These declarations of how
PHC is supposed to be delivered lend themselves to
measuring resource requirements and tracking progress.
The combination of a clear operational definition of PHC
and service delivery norms makes it easier to cost PHC
and to determine what level of funding is needed to deliver
it. In Ethiopia, the expansion of PHC followed a stated
objective: each PHC Unit (made up of one health centre
and five health posts) would serve 25000 people, including
community-level services provided by two health extension
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workers per kebele (5000 people) in each health post. This
clear standard enabled the government to estimate its
resource needs and then translate the estimates into a
costed plan that involved the construction of 15000 health
posts and 3200 health centres. The plan proved to be a
powerful instrument when negotiating with both donors
and government finance officials. The investments
required for human resources to staff the new units were
also determined based on the plan. Challenges remain, of
course; these facilities are still developing the capacity to
deliver the full set of PHC services, and there remain
shortages of certain cadres of staff, particularly doctors
and midwives."

(3) Service delivery model: changing the service delivery
model such that it effectively pulls resources to the PHC
level. With appropriate financing mechanisms, service
delivery arrangements that strengthen PHC can stimulate
demand and help to pull resources to PHC. Different
approaches have been implemented. For example, on the
one hand, Brazil's Family Health System introduced
multidisciplinary teams that operate at municipal level
and are financed through the per-capita allocations paid
directly to municipalities.”” Ethiopia, on the other hand,
has developed a new model of PHC service delivery with
the introduction of a new cadre. Health extension workers
receive a year of preservice training and are paid a
government salary to work from health posts at the village
(kebele) level."

(4) Referral systems and gatekeeping: protecting
resource allocations to PHC includes directing patients
and resources to the appropriate levels of care.
Gatekeeping policies, in which patients must be referred
from PHC providers to access specialist care, and
measures such as empanelment and registration which
link patients to providers, can help to influence care
seeking and direct patients to use the lowest level of care
at which their condition can be effectively managed.
However, effective gatekeeping requires having functional
referral systems in place so that patients can be rapidly
sent to the appropriate level of care. Many health systems,
especially in LMICs, do not have those systems in place.
Where strict gatekeeping is not feasible, financial
disincentives or incentives—such as higher co-payments
for higher levels of care—can deter patients from
bypassing PHC. In France, for example, a preferred
doctor scheme was introduced in 2005, aiming to reduce
the number of visits to outpatient specialists. Those who
continued to self-refer to a specialist incurred a higher co-
payment than those who were referred via their preferred
doctor, which led to fewer specialist consultations."”

These and other policy levers will be more or less
appropriate and effective depending on the specific context
of each health system. Further, many problems exist
within these approaches that have yet to be successfully
addressed. Therefore, identifying new ways of improving
the allocation of resources to support high-quality PHC
service delivery remains a key challenge for policy makers.
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Financing essential public health functions

Essential public health functions and global common
goods™ are part of PHC. They include activities whose
importance has become particularly evident during the
COVID-19 pandemic, such as public communication,
disease surveillance, testing, contact tracing, support for
affected individuals or communities, basic laboratory
services, safe water supplies, sanitation, and hygiene.
Mitigation of the impacts of environmental pollution and
climate change on population health might also fall
under the rubric of essential public health functions,
with implications for health financing that is people
centred. Financing population-focused interventions
require different arrangements, sectoral engagement,
systems, and capacity from individual primary care;
however, many of the same principles and policy levers
apply. Any national strategy for delivering essential
public health functions should: create coherent priorities,
clarify who is responsible for what, and align budgeting
processes to ensure that these are adequately funded.*™
Financing for public health services frequently receives
inadequate attention in government budgets; however,
this financing is crucial for prevention and addressing
the determinants of disease.

Essential public health functions can also suffer from
fragmentation and ineffective organisational arrange-
ments, with multiple payers involved and different
government and  non-government  organisations
responsible for delivery. Financing and formalising the
regulation of private sector activity with population health
impacts might be particularly important in considering
public finance allocations to PHC at national and
subnational levels. For example, subnational jurisdictions
that benefit financially by taxing or partnering with
polluting or extractive industries whose waste harms
population health could reasonably be expected to fund
essential public health functions or the additional services
needed to mitigate these impacts.

In this Commission, we argue that a systems approach
to financing is especially important for essential public
health functions. This approach starts with clarifying
who has responsibility for budgeting, planning, and
ensuring that the essential public health functions are
adequately resourced and delivered. As in other aspects
of PHC, alignment of donor funding with national
budgets and plans is also crucial. Decentralisation might
result in insufficient resources for essential public
health functions. Uniform national (and even regional)
standards are essential; this requires system-wide
coordination and standards across subnational units.
However, the relative invisibility of these services and
their benefits, and the required coordination of multiple
sectors, might make them unappealing to local
governments.

The policy levers detailed above can also be applied to
securing financing for essential public health functions.
For example, programme budgets can help to connect

resource allocations to priorities and targets, whereas
fiscal rules such as matching grants or resource allocation
formulae can protect resources for essential public health
functions. In some cases, however, it will be necessary to
create new institutions to finance and deliver essential
public health functions. For example, the Thai Health
Promotion Foundation, which receives a share of the
proceeds from national excise taxes, has responsibility
for providing population-based health promotion
activities. Private sector activities with an impact on
population health should contribute to essential public
health functions as appropriate.

Institutional responsibilities and supporting functions
One challenge in financing PHC is the institutional
design of many ministries of health, which are structured
around health programmes (eg, department of maternal
and child health, department of communicable diseases,
and department of non-communicable diseases) rather
than functions, levels, or service delivery platforms.
Although it might not be operationally necessary or
feasible to have a specific department for PHC, it is
important that the responsibility for setting priorities for
spending on PHC, and monitoring these, sits within an
identified department or unit.

A key supporting function for resource allocation to
PHC is the public financial management system through
which budgets are developed and executed. Such systems
are usually not unique to the health sector, and their
strengthening may benefit from cross-sectoral initiatives
to improve broader social sector financing and budget
processes. Specific adaptation for the health sector might
reduce paralysing bureaucracy. Strengthening public
financial management, as well as PHC provider
platforms’ capacity to deal with finances, requires
technical skill and the ability to collect, analyse, and
interpret data on the population and its health needs to
cost PHC benefits and required services. Another
supporting function is the efficient deployment and
management of the health workforce, including cadres at
community level.

Conclusion
When based on a clear operational definition of PHC,
these budget formulation, budget execution, and service
organisation policy tools can be deployed in concert to
help ensure that sufficient resources are allocated to
meet the needs of PHC that is people centred, and to
protect the resources so that they reach the PHC delivery
platforms. In Thailand, for instance, the budget for PHC
is safeguarded through the combined effects of a defined
PHC benefit package, ring-fencing of the PHC budget
(and constraints on the budget for higher levels of the
system), and capitation payment for PHC.

How can countries begin to move in this direction? We
suggest that it begins at the budget formulation stage.
Working towards developing a programme budget
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would be helpful to PHC, using other policy levers as
necessary. At budget execution stage, a well-developed
resource allocation formula can be a useful starting
point for improving allocation of financing to PHC.
Even a simple per-capita formula, with risk equalisation
and performance and quality incentives added as the
system develops, can begin to foster equity in universal
coverage of a basic package of primary care services. For
a formula to be effective, however, other reforms that
link budget allocations to PHC are also needed.

For any of these policy levers to be feasible, various
health system and financial capacities need to be
strengthened as well, such as budget management
capacity at the Ministry of Health, high-quality data on
health status and needs, and effective accounting
practices. Figure 10 sets out these capacities.

Decentralised systems are closer to populations than
centralised ones and have the potential to provide more
flexible and responsive PHC services. However, they are
at higher risk of local management problems and
inequities. It can also be more difficult to influence
resource allocation in decentralised systems.

Regardless of the type of system in any country, strong
monitoring, performance management, and enforce-
ment of appropriate budget and public finance
management systems to ensure that resources reach
PHC are as important as the initial process of resource
allocation.

The Commission recognises that it is often difficult to
make major or rapid shifts in allocation of resources in
existing systems. In most cases, the discussion must be
about incrementally influencing spending. However, as
the COVID-19 pandemic has shown, sometimes major
disruptions can create space for major reforms (and
across multiple sectors) if appropriate policies have
been identified in advance. Ultimately, these are
complex processes that pose significant implementation
challenges. Further, they rely on having data on variables
such as costs and activities, together with numerous
other supporting functions and systems. Ultimately, all
of these systems are driven by human behaviour. Thus
the following section addresses a key feature of every
complex system for financing PHC: how it organizes the
incentives for people to deliver and access high quality
people-centred PHC.

Section 5: Getting incentives right for PHC

Provider payment and incentives are another tool to
ensure resources reach frontline providers and are used
most efficiently. Countries can do more to create
incentives that direct the behaviour of organisations that
provide PHC and users towards people-centred PHC. In
this section, we propose our vision of the PHC payment
system based on a concrete set of principles. We describe
the pathway countries can follow to make progress
towards this vision and lay out the basic functions that
need to be strengthened along the way. We also consider
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« Benefit specification

« Resource allocation formulae

« Contracting and monitoring
« Direct facility funding*

Budget formulation Budget execution

« Effective budget management capacity

« Effective understanding of budget process
by Ministry of Health

« Ability to bring all sources of funding under
one budget health system

« Alignment of the budget with policy
objectives

« Provider autonomy

« Functioning referral system and gatekeeping

« Flexibility in procurement rules
« Good management capacity at all levels of

« Effective accounting and costing
« Good data on population health need
« Operational definition of PHC

Health systems and PFM capacities

Figure 10: Health and public finance management system capacities needed to exercise public finance

management policy levers

PFM=public finance management. *Direct facility funding also requires individual facility bank accounts.

Panel 12: Getting incentives right for primary health care (PHC)-key messages

+ Incentive policies for providers and users are inextricably intertwined: PHC provider
payment policies are integral to the elimination of user fees and informal payments

for PHC services.

+ Incentives alone cannot solve all PHC financing problems, but they should at least not

work against PHC service delivery objectives.

+ The Commission’s vision of how PHC provider organisations should be paid is a

context-specific blended payment model with capitation at its centre because that is

most aligned with the principles and objectives of PHC.

+ The blended payment model purposively combines capitation with elements of other
payment methods (such as fee-for-service or performance-based bonuses for selected

high priority services, and budgets to cover unavoidable fixed costs) to maximise

beneficial incentives and offsets perverse incentives of each payment method, while

ensuring other service delivery objectives, such as access, are met.

+ Countries should only embark on provider payment reform when they are ready. The
transformation of the PHC provider payment system is a complex process with distinct

political economy challenges. The aim is to make incremental progress that involves
continually strengthening supporting systems as the payment model evolves.

what motivates individual health workers, including the
need to foster a culture of professionalism. Finally, we
examine the role of provider payment policy in reducing
financial barriers for those in need of PHC. Key messages
from Section 5 are presented in panel 12.

The need to get incentives right

An incentive is an economic signal that directs individual
health workers, health provider organisations, and
patients towards self-interested behaviour. We know that
incentives influence the performance of PHC providers
and the behaviour of users."”' However, getting incentives
right is not a panacea. As noted in section 4, the key
problem in many LMICs is that insufficient resources
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actually reach PHC providers. No amount of tweaking
incentives will help when newly qualified professionals
often look to establish lucrative specialist practices and

facilities are poorly equipped, making it difficult to staff

primary care clinics. Dual practice, widely observed in
LMICs, is a symptom of precisely this problem.” To
deliver high-quality PHC, it is essential that doctors,
nurses, and other cadres of staff are valued, with
adequate remuneration and conditions of work to attract
them into PHC as a long-term career choice.***

In many countries, the way health-care providers are
paid often works against the objectives of PHC. In
systems that pay providers a fee for a service, they
typically set higher payment rates for specialty services,
giving providers a financial incentive to prioritise
curative, rather than preventive, care. In many LMICs,
people lack trust in PHC and choose to seek care at
higher levels, even if they have to pay more. Addressing
these problems is especially difficult when funding and
provider payment systems for PHC are fragmented.
Case studies from LMICs have documented that the
typical PHC provider receives funding from multiple

Panel 13: China’s experience with fragmented payment structures for primary health
care (PHC)

The Commission’s China case study focused on the fragmentation of PHC financing.*

In China, PHC is mainly provided at village clinics and township health centres in rural areas
and at community health centres and stations in urban areas. Financing for these
institutions comes mainly from two sources: social health insurance and the essential
public health fund. Social health insurance pays for a medical care package largely using
fee-for-service payment, whereas the essential public health fund pays for a package of
public health services using a population-based method (capitation). These two sources of
funding are managed by different government authorities at both the national and local
levels: social health insurance is managed by the Department of Social Medical Security,
whereas the essential public health fund is managed by the Department of Health.

This fragmented payment system has been a barrier to integrated PHC for several reasons.
First, a lack of coordination between the two funds’ administrative authorities has resulted
in separate delivery of medical and public health services. Second, fragmented funding can
make it difficult for different cadres of PHC providers to coordinate their services, even
when they are working within the same institution. For payment purposes, PHC providers
try to maintain clear boundaries between the medical and public health services they offer;
this is difficult, particularly in the case of services for non-communicable diseases. For
example, payment incentives might lead doctors to focus only on providing medical
services, even if they should also be playing important roles in disease prevention and
public health services. Third, separate information systems have been established for the
medical and public health services, making it difficult to manage the health of individuals
and communities holistically. Finally, the performance of various PHC providers is
evaluated separately by social health insurance and the essential public health fund,
impeding the health system’s ability to determine whether it is achieving its objectives.
The existing incentives are not aligned to encourage medical and public health providers
to coordinate, or even share information, with each other, although they are serving the
same community members. A number of counties in China have recently begun to
experiment with changing this fragmented financing situation by pooling the two sources
of funding for PHC to pay family doctor teams. The intention of this innovation is to
encourage greater continuity and integration in PHC.
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payers using different payment systems for different

population groups.” In addition to creating adminis-

trative hurdles for PHC providers, when payments are
poorly coordinated, the incentives generated might not
align well (or might even conflict) with the objectives of

PHC. These incentives can instead drive providers to

prioritise certain patient groups in ways that exacerbate

inequities or health services that are of low value to
patients but lucrative for providers. Some of these

problems are evident in China, as described in panel 13.

Chronic underfunding of PHC, fragmented revenue
streams, and misaligned provider incentives all
contribute to the fundamental problem mentioned in
sections 2 and 3: that many users in LMICs pay out-of-
pocket fees for PHC services, which act as a barrier
(disincentive) to accessing PHC, particularly for the
poorest; for those who do choose to pay, user fees can
lead to financial hardship.*”

Each option for paying PHC providers generates
certain incentives that have been described in the
literature.®” The key insight from the empirical
evidence on the effectiveness of different payment
methods is that no single payment method is perfect.
Each payment method carries advantages and
disadvantages.”*" Many countries have therefore moved
towards a blended payment system, which combines
elements of multiple payment methods, in part to
maximise the beneficial incentives and minimise the
perverse incentives of each option. We describe the main
categories of payment method used for PHC.

« Tying payments to inputs, as with a line-item or global
budget, is a passive form of purchasing. It provides a
facility and its staff with a stable income, which is
especially important in hard-to-serve areas, and
contains costs. However, this provider payment
method generates no strong incentives for providers
to address the health needs of the population in the
catchment area. Input-based budgets are often rigid,
so providers cannot easily move funds across budget
lines to respond to local needs (eg, they cannot choose
to cut utility costs to spend more on medicines).

. Paying for services, typified by a fee-for-service
system (not to be confused with wuser fees)
in which the provider receives a payment from
the institutional payer for each service provided,
prioritises meeting users’ demands. However, it
carries many disadvantages, including an incentive
to provide more care than is needed (particularly
services with higher fees) and rarely prioritises
preventive care. Pay-for-performance is a common
add-on to other payment methods, whose purpose is
to incentivise high-quality care through bonuses for
reaching service coverage or quality targets, but can
in principle result in gaming and the neglect of
aspects of care that are not being measured.”"*

« Population-based payment, which in this Commission
we refer to as capitation, gives providers a fixed
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per-person payment, determined and paid in advance,
to deliver a defined set of services to each enrolled
individual for a specified period of time. Under
capitation, continuity of care, a key prerequisite for
successful PHC, is built into the reimbursement
mechanism. Providers have an incentive to attract more
patients to their practices and contain costs. However, a
provider’s revenue might not be enough to cover the
costs of serving the population if some groups have
higher needs than anticipated by the payment formula
or if payment rates are set too low. In this case, there
might be an incentive to avoid enrolling higher-need
individuals, refer patients unnecessarily to specialists
for care that could be provided in primary care, and
skimp on quality of care.

The payment system itself is not the only force
creating incentives for providers. Broader purchasing
arrangements, including contracting, monitoring of
provider performance, and population enrolment, can also
generate both financial and non-financial incentives. For
example, conditions of contracting, such as accreditation
status or data reporting requirements, might create
incentives for providers to improve their quality standards
and upgrade information systems. Contracting arrange-
ments might also specify service delivery standards, often
tied to national clinical guidelines; this creates additional
financial incentives if those standards must be met for
providers to be paid.

The Commiission’s vision of a people-centred payment
model for PHC
Blended payment with capitation at its centre
The Commission’s vision for PHC provider payment is a
context-specific blended payment model built on
capitation. This structure embodies principles that the
Commission argues should form the core of PHC.
Payment systems should allow adequate resources to
flow to the PHC level in ways that: are equitable; match
resources to population health needs; create the right
incentive environment to promote the full PHC spectrum
of prevention, health promotion, and management and
treatment; foster people-centeredness, continuity and
quality of PHC; and are flexible enough to support
changes in service delivery models and approaches.
Capitation is a prospective population payment system.
Because it is not tied to specific inputs or the volume of
services delivered, capitation payment gives providers
flexibility to coordinate and optimally manage care for
individuals and populations. It is the only payment method
that is based on the principle of equity, as its starting point
is an equal fixed payment per person, which can then be
adjusted based on health needs or other factors. Capitation
payment is the only method that pays PHC providers for
managing population health and prioritises preservation
of good health, rather than delivering individual services to
address health problems. As a prepayment-based system,
capitation also provides a predictable and stable revenue
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stream to PHC providers that can be used to flexibly deliver
services in responsive ways."**'*

As PHC service delivery models become more
community-based, patient-driven, and technology-
enabled, payment methods need to be flexible enough to
adapt to more varied, complex, and dynamic service
delivery. Payment should compensate providers for
delivering all services specified in a PHC package, some
of which might not appear in typical fee-for-service lists
or are not delivered in facility-based settings (such as
essential public health functions, telemedicine, care
management, or patient engagement). Capitation
payment is flexible and can be redirected quickly in
support of the service delivery model, as under this
model providers have a large degree of financial and
managerial autonomy.

If capitation has so many benefits, why does the
Commission recommend a blended payment model? As
noted above, capitation payment also has some clear
drawbacks, such as encouraging underprovision, selection
bias towards low-need patients, and unnecessary referrals
to other levels of care.”” Blended payment models bring
the benefits of capitation as the starting point and then
use elements of other payment mechanisms to deliberately
offset capitation’s disadvantages and support achieving
other specific health system objectives.”"*

Blended payment models for PHC typically include a
budget payment to cover unavoidable fixed costs,
particularly in low-population or hard-to-serve areas; some
fee-for-service carve-outs for health conditions or services
that are high priority or at higher risk of being under-
provided in capitation; and, in some cases, performance-
based payment to incentivise reaching coverage targets for
priority services and improving quality of care. Other
complexities may be added to align with evolving and
innovative service delivery models (panel 14).

Pay-for-performance has received considerable
attention from policy makers and researchers in the last
two decades.” ™ Explicit performance incentives
encourage providers to focus on aspects of PHC that are
unlikely to be incentivised by the global base payment
and might be prone to quality skimping or
underprovision. However, the current evidence suggests
that improvements that result from pay-for-performance
schemes are often less than anticipated.” Financial
incentives should be relatively low powered to prevent
disproportionate focus on rewarded tasks and to ensure
sustainability. 7%

Performance monitoring should happen alongside
implementation of the blended payment model. Under
capitation, the payment is divorced from activity,
meaning a concerted effort needs to be made to monitor
how well health-care providers are doing. Indeed, a key
advantage of pay-for-performance is that it can contribute
to better accountability, such as improved measurement
of provider activity and performance, and a more
informed dialogue between purchasers and providers.™
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Panel 14: Paying for integrated care

Differences in health financing arrangements, including
payment methods, are frequently cited as a major barrier to
more integrated approaches of service delivery. Successful
integration requires sustained investment in staff and support
systems, funding for start-up costs, and flexibility to respond
to needs that emerge during implementation.* A review of
the evidence (mostly from high-income countries) found that
a range of mechanisms have been used, often in combination,
to achieve better service integration.* This includes the
commitment of dedicated resources to support the
development of innovative care models, such as through
targeted payments to finance infrastructure for provider
networks, or the use of start-up grants to promote care
coordination and integration activities.'® Countries are also
increasingly experimenting with what has been referred to as
value-based payments, which seek to link provider payment to
a predefined set of evidence-based clinical process or outcome
measures.’® Examples of value-based payment include
bundled payments, shared savings, and global budgets.

Bundled and global payments are disbursed as a single
payment in form of a lump sum per period for a specified
population (global payment) or per episode or condition per
patient (bundled payment) to a collective of providers. By
linking payment to clinical, process, and outcome measures,
providers are incentivised to increase efforts to improve
patient care and process efficiency. As the payment is
transferred as a single lump sum, regardless of the number of
services provided, value-based payments are expected to
promote care coordination and integration across providers
and so reduce wasteful duplication of services and unnecessary
hospital use. The Netherlands and various states in the USA
have introduced disease-based bundled payment schemes for
mostly chronic conditions, such as type 2 diabetes or
cardiovascular disease.’***”° These involve reimbursing
providers for a package of services on a predefined patient
pathway per patient and for periods of up to 1 year.

Payment levels and flows

For a blended provider payment system to create
meaningful incentives that affect providers’ behaviours,
adequate funding needs to flow through funding
streams and not create conflicting incentives. Providers
must also have the autonomy to manage funds and
respond to incentives. Capitation payment rates on
which a blended system is based should reflect adequate
funding levels to purchase the inputs needed to deliver
the package of PHC services according to quality
standards laid out in national treatment guidelines. At
the same time, payment levels must also align with the
resources available from pooled public sources and the
political priority placed on PHC. As funding to the
health system overall grows, and as the skills of health
workers to deliver the package of PHC services increase,

Global payment models include shared savings programmes
and comprehensive care payments. Shared savings
programmes essentially mean that the payer and providers
share the risk of rising expenditure, that is, providers that
successfully lower their growth in health-care costs while
continuing to meet quality standards will be able to keep the
savings and reinvest them. Examples include the Medicare
Shared Savings Program in the USA and the Healthy Kinzigtal
integrated care programme in Germany.”* Global payment
models involve fixed payments for the care of a patient during a
specified time period. Several countries have additionally
introduced pay-for-improvement, pay-for-coordination, or
pay-for-performance schemes in primary care, incentivising
chronic and coordinated care in particular, although the
evidence of their benefits remains mixed.

Finally, a number of countries have experimented with
different financing mechanisms, such as shifting responsibility
for funding of particular components of service delivery
between funding agencies.” Others have introduced pooled
funds to integrate health and social care or structurally
integrated budgets, in which responsibilities for health and
social care are combined within a single body under single
management, such as within the Integrated Health and Social
Care Board in Northern Ireland.

The evidence of what works remains patchy. However, an
important lesson is that “integration costs before it pays”.**”
Indeed, evaluations of novel schemes often find an increase in
cost, mainly because the new service delivery model uncovers
unmet need.”? The creation of new coordinating mechanisms
will not compensate for lack of resources. The injection of one-
off extra funding to pay for new services will not necessarily
ensure long-term sustainability, particularly where new
approaches fail to be incorporated into routine care.

capitated rates can be increased to channel a larger
share of overall funding to PHC.

Capitation payments should be managed at the lowest
level where they can be used effectively to provide the full
range of services to address population health needs. In
some systems, such as in Estonia®™ and England, this is a
frontline PHC provider organisation. Other countries,
including Ghana and Kenya, are experimenting with
establishing groups or networks of PHC providers to
manage capitation payments. These platforms can share
some functions, such as information management and
quality assurance, and close capacity gaps. Providing
capitation payments to a multidisciplinary provider group
has been shown to foster coordination across the
continuum of care. At a higher level still, in Brazil and
Chile, local government authorities manage capitated
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funds for the delivery of PHC, and individual health
workers can receive bonuses when their team or facility
achieves performance targets.”” In Thailand, capitation
payments go to a contracting unit for primary care.
More than likely, funds will need to be directed to multiple
levels simultaneously to enable the provision of both
individual-focused care and population-level services
including essential public health functions (see section 4).

Funding flows from multiple sources need to be
harmonised to align the incentives for providers.
Although it is usually not feasible (or necessarily
desirable) to merge all funding flows, a coordinated and
deliberate payment system can help to achieve greater
coherence at the provider level. A good example is
Tanzania’s system for providing direct facility financing
using health-sector basket (pooled) funding from donors
who have agreed to finance the health sector budget
through the central treasury.”

Interface with payment at other levels of care

The way outpatient specialty and inpatient services are
paid for can also influence the overall incentive
environment for PHC providers. For example, if PHC
providers are paid a fixed capitation payment, but
hospitals are paid based on the volume of services
provided, the potential adverse incentive of capitation
payment to increase referrals is reinforced by the adverse
incentive for hospitals to increase the volume of care,
including admissions.™* As mentioned in section 4,
additional policy measures might therefore be needed to
harmonise incentives across the levels of care, including
gatekeeping requirements to enforce referral guidelines,
ring-fencing the payment pool for PHC, or introducing
payment caps at the level of the hospital to reduce
incentives for unnecessary admissions.”™

Progressing towards a blended capitation-based
payment model
An effective capitation-based blended payment is a
sophisticated provider payment model that relies on a
complex set of policies, implementation arrangements,
and purchaser and provider management capacities.
Reaching this stage requires a clear vision backed by
strong political commitment, significant time, and
consistent investment. As with the introduction of any
new provider payment system, the responses of providers
to the rollout of a capitation-based blended payment
model cannot be fully anticipated. However, their
responses are likely to be different if the payment model
is evolving from an input-based budget (in which
providers have little autonomy and might welcome the
flexibility of capitation) or from fee-for-service payment
(in which providers have more control over their revenue
and might resist the move to capitation).

Moving towards a blended payment model, as with any
reform process, requires anticipation and deft manage-
ment of complex political economies, collection and
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analysis of data to address emerging issues, and flexibility
to address unintended consequences in a timely manner.
This process can seem dauntingly complex—however,
the alternative is to remain with a status quo that is
failing to provide the incentive environment required for
delivery of PHC to improve health outcomes and equity.
Provider payment reform is incremental and rarely is
there a perfect time to start.

Evolution of the payment system

Many payment systems have evolved to reach blended
payment models in similar ways, regardless of their
starting points. In most countries, the introduction
of equity-orientated and efficiency-oriented payment
system reforms starts with a basic population-based
capitation model. Typically, these systems are transparent,
involve simple per-capita payments, and are easy to
administer in places where data automation is limited.
Most payment systems then eventually introduce risk
adjustments. Complexity continues to increase over time
as additional payment methods are added.

Figure 11 presents the pathway of how countries can
pursue the Commission’s vision of a blended payment
system, showing the interim steps in the evolution.
Figure 11 also indicates the basic functions that should be
strengthened over time to support payment reforms.
Learning from other countries’ experiences can help
countries committed to progressive policies to hasten the
development of their own context-appropriate payment
models.

The trajectory towards a population-based payment
model involves several concrete steps. First, establish a
baseline capitation payment system. For capitation to
promote equity and create clear incentives, the payment
amount should be based on a formula that links the
payment parameters (base per-capita rate, number of

g

Blended payment

Well aligned

Adjusted capitation

Simple capitation

Incentives

Status quo
(budget or fee for
service)

Poorly aligned

Information systems

Passive Strategic

Purchasing orientation

Figure 11: Strategic pathway for moving to a blended, capitation-based payment
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Panel 15: Development of the primary health-care (PHC) payment system in Estonia

The Commission’s Estonia case study focused on the process
through which the capitation-centred provider payment model
for family doctors was developed after independence from the
Soviet Union in 1991." Estonia is a high-income country with
an ageing population of 1.3 million people. The country’s
health system has been lauded for achieving good health
outcomes at low cost. Public funding represents the
predominant source of health financing, constituting
approximately three-quarters of total health expenditure.

The current system has been evolving over nearly three
decades. In the late 1990s, Estonia undertook major payment
reforms in parallel with organisational changes to the health
system. Everyone in the population was registered with a PHC
provider, either a family doctor, general internist, or
paediatrician. Family doctors worked as private practitioners
contracted by the national health insurance fund. The previous
fee-for-service system was replaced with a capitation system,
initially based on a flat per-person rate that was subsequently
age adjusted. The capitation rate was intended to cover the
salaries of a practice’s family doctor and a nurse, as well as a
defined set of equipment and certain laboratory tests. A basic
allowance covered the costs of equipment, facilities, and
transportation. Some fee-for-service payments were retained
for a defined list of diagnostic tests and procedures. An
additional lump sum was provided to cover the expenses of
family doctors working in rural areas.

This new payment system was designed to incentivise family
doctors to take more responsibility for diagnostics and

enrollees linked to the provider, and any individual or
provider-level adjustments) to a defined package of PHC
services. Each payment parameter can range from simple
to complex. They function as strategic levers to maximise
the potential benefits of the payment system while
minimising adverse incentives and unintended
consequences.

Second, define the PHC package. As mentioned in
section 1, defining a package of PHC services linked to
capitation payment creates an opportunity for each country
to clarify what its definition of PHC includes (as well as
setting boundaries between primary care, outpatient
specialty services, and secondary care). Specifying what is
included in the PHC package and where it is provided can
drive shifts in service delivery priorities and promote the
integration of vertical programmes into PHC.”* The PHC
package linked to capitation (which may be a subset of the
broader PHC package) can also be expanded to serve as the
platform for financing essential medicines,” either
directly or through an outpatient drug reimbursement
scheme, because medicines are a key driver of out-of-
pocket expenses in LMICs.

Third, manage enrolment. A capitation payment
system relies on all individuals being enrolled (registered)

treatment and provide continuity of care; the system also
compensated doctors for the financial risks of caring for older
people and working in more remote areas. Moving to
capitation-based funding represented a major shift from the
previous fee-for-service payment mechanism, in which
doctors and health-care institutions were incentivised to
perform a large number of diagnostic procedures. The shift in
payment model was introduced along with a new
organisational and contractual mechanism that has
successfully promoted PHC while increasing the freedom and
independence of PHC providers.

The payment system has continued to mature as new
elements are added, as shown in figure 12. In the 2000s,

a voluntary pay-for-performance element was added that was
designed to motivate family doctors to widen their scope to
include more prevention services (eg, childhood vaccinations)
and chronic disease management (eg, hypertension care).
This reform was widely accepted by providers: the proportion
of family doctors participating in the scheme rose from 50%
in 2006, to 97% in 2014. In 2015, participation in this quality-
focused bonus scheme finally became obligatory for all family
doctors, and individual performance results became public
information. The basic allowances have also increased to
cover rising costs of management and information systems
and to motivate individual providers to form groups and
expand the scope of services offered.

with a given provider for a fixed period. The assignment
of a fixed and defined population to a single PHC
provider is an advantage of the system. PHC services
contribute to improving the health of communities by
organising around populations rather than only serving
individuals who actively seek health care. Individuals can
be enrolled with providers through administrative
assignment (as defined by a geographical catchment
area) or by their own choice (known as open enrolment).
Open enrolment during select time periods allows
financing to support users’ choices; in principle, this
creates incentives for providers to be responsive to
patients and provide high-quality services.”>!#

Fourth, adjust for risk levels. Risk adjustment is a
correction tool that uses a measure of risk variation to
compensate health providers appropriately for the
expected costs of providing necessary services for their
enrolled populations. The calculations account for
variation in health need, typically by using data on
different baseline characteristics such as levels of health,
sex or gender, chronic disease risk, and socioeconomic
status. Risk adjustment protects higher risk and sicker
patients from the incentive providers have to avoid caring
for them when their care is predicted to be especially
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costly. Other adjustments, such as for geographic area,
might also be included if there are significant cost
variations for delivering the same package of PHC
services in different locations, such as in rural and
remote areas where fixed costs for transportation or use
might be higher.

Fifth, blend payment methods. Countries almost
always find that the precise blend of payment changes as
the system matures. Various factors, including history,
culture, priorities within the PHC system, or shifting
disease patterns in a country, can drive these changes.™
In Estonia, for example, the relative contribution or
blend of different payment methods (capitation, fee-for-
service, fixed basic allowance, and pay-for-performance)
has evolved over time, as described in panel 15 and
figure 12. In Aotearoa, New Zealand, similar evolutions
are also occurring, as outlined in panel 16.

Strengthening basic functions

LMICs considering shifting to a more strategic payment

model for PHC need to consider when and how to

embark on the process. The Commission emphasises
that the right choices of when and how to transform the

PHC payment model depend on the country context.

Experience suggests that if a country is not ready (with

conducive political will and some basic functions in

place), payment reforms can be disruptive and potentially
harmful.

In many LICs, the priority issue is the amount of
coordinated funding reaching PHC provider level. These
countries should focus first and foremost on getting
more funds to PHC providers that can be used flexibly
to meet population health needs. This might involve
changes to the funding allocation mechanism, as
discussed in section 4. In other countries, strengthening
basic functions alongside an assessment of the current
provider payment system is an appropriate first step.”

Even a perfectly-designed capitation-based blended
payment system cannot work without basic supporting
functions in place (figure 11). These will need to develop
and evolve as the payment system becomes more
sophisticated. It is possible that digital technologies can
help to support the evolution of the provider payment
system but this remains to be seen (appendix p 35). We
describe the main basic supporting functions.

« Routine data capture and electronic record systems
that are interoperable across datasets, ideally for the
whole country, are needed to support complex
payment systems. This is an iterative process:
requiring data for payment leads to better data,
which in turn allows for implementation of a
more sophisticated payment system. The capacity to
analyse and interpret data should be strengthened
if policymakers are to act on data-driven evidence.
Data are necessary for payment calculations and
monitoring of population enrolment, population
characteristics, and service delivery performance. The
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Figure 12: Estonia’s blended PHC payment system in 2003 and 2019
PHC=primary health care.

Panel 16: Capitation in the reform of Aotearoa New Zealand's primary health-care
(PHC) system

The Commission’s case study on Aotearoa (New Zealand) focused on capitation payment
for general practitioners.”” Capitation was suggested as a way of paying PHC providers as
far back as the 1930s, when the government embarked on a major reform to introduce
free, integrated, comprehensive health care for the entire population. However, due to
resistance from general practitioners, the capitation plan was scrapped and general
practitioners remained as independent small businesses with their services funded by a
fee-for-service government subsidy and out-of-pocket user fees. By the 1990s, the
subsidy was funding only 20-30% of general practitioner costs, with the rest coming from
user fees.

In the early 2000s, the government developed a Primary Health Care Strategy, the first
major PHC policy since the 1930s. The government established a new type of not-for-
profit entity, the Primary Health Organisation, which enlisted PHC providers on a
voluntary basis. This allowed the health system to shift to universal weighted capitation
at the Primary Health Organisation level. The shift ensured that all citizens could receive
subsidised care in a way that accounted for need. The move to capitation was also
designed to control government expenditure on PHC and expand the range of services
that could be delivered by nurses. Over time, the Primary Health Care Strategy enabled
the government to increase PHC funding and allocate a greater proportion to Primary
Health Organisations working with higher-need populations. Large decreases in unmet
need for general practitioner services were observed in the first 5 years, including for
Maori people.

However, ongoing issues also persist. Although the funding was allocated using a risk-
adjusted capitation formula, it insufficiently accounted for variation in needs related to
ethnicity and deprivation. Despite a number of reviews, the formula has not been
improved, in part because of concerns that further risk adjustment would create so-called
winners and losers and undermine support amongst key groups. Instead, numerous ad-
hoc changes have been made, resulting in complicated funding arrangements that can be
confusing. There have also been concerns about continued user fees. Although they
decreased initially, particularly for those on low incomes, the decreases were less than
anticipated given the large increases in funding and the continued existence of charges
might be blunting the provider incentives that were meant to be created by capitation.
Major ongoing reforms to the structure and delivery of health services seek to address
some of these challenges.’®
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population enrolment list or database must be
accurate because payments to providers under
capitation are influenced by the number of individuals
enrolled with that provider. The method of creating
the list and giving providers access to it should be
transparent so providers trust the list and their
final payment amounts. Data are also necessary
for population characteristics monitoring. To adjust
population-based payment rates for need, detailed
data on the key characteristics of the registered
population are required. Last, data are necessary for
service delivery performance monitoring because it is
important to capture information on clinical care,
health-care use, and patient experience to understand
how well PHC providers are addressing population
needs and to monitor undesirable behaviours, such
as underprovision and excess referral. Performance
monitoring should be aligned with the benefit
package so that providers can be held to account on
the services they deliver.

Giving providers more autonomy to make decisions
about how to provide PHC supports their flexibility to
respond to incentives." Fostering provider autonomy
includes the acquisition of new skills, many of which
might be non-clinical—for example to do with
coordination and communication. It also necessitates
building their capacities to understand and manage
incoming resources. In systems where providers have
little management autonomy or do not have the skills
to manage new procedures, the results of new
purchasing and payment methods will be either be
diminished or perverse. For example, in Indonesia,
the purchaser for the national health insurance system
pays PHC providers by capitation. However, there are
strict rules about how public providers can allocate
those funds among staff payments and other
operational costs." In addition, providers that receive
funds from multiple revenue streams must know how
to allocate and account for them separately. Introducing
complicated rules without training providers to
understand them greatly diminishes the potential of
capitation payment systems to encourage better and
more efficient use of resources for service delivery.
Public financial management systems must be flexible
and straightforward. Many governments’ public finance
management systems are notorious for their rigidity
regarding the use of funds and the complexity of their
accounting and financial management requirements.
Traditional public finance management systems
might even prohibit prepayment to PHC providers,
which is an essential design feature of capitation.
However, when health facilities have strong financial
management capacity and authority to make some
financial management decisions, they are more likely
to adjust service provision and deploy inputs based on
the needs of the population.” Payment system reform
also requires simplification, by reducing administrative

layers and burdens, and harmonising funding flows.
This is key to ensuring that resources reach facilities on
time and in full, and are appropriately tracked. Delays
can be corrosive. In Ghana, for example, delays in fund
transfers eroded trust in the capitation system.™ One
potential solution is to establish facility bank accounts,
which might require changing the legal status of
facilities within the public finance management
system, to enable direct payments to facilities,”” as has
been tried in Tanzania,”™ Uganda,” and Nigeria."”

o The purchaser—whether it is the government or a
social health insurance agency—should have the
institutional authority and technical capability to enter
into legally binding agreements with health-care
providers that specify the characteristics and minimum
requirements of contracted providers, services that
providers will deliver, the methods and terms of
payment, reporting requirements, and processes to
resolve disputes.™®

The experiences of countries that have attempted

reforms of provider payment systems also highlight the
need for PHC providers to be involved in the design of
policies and adequately sensitised so that they understand
the changes and lend their support to implementation.”"*
Patients also need to be given information on their
eligibility and entitlements. A method to monitor
when providers incur excessive financial risks is required,
and risk mitigation strategies considered. Finally, it is
important to have a policy on the portability of benefits to
determine how patients can access services when away
from their registered facility and how their temporary
providers will be paid.

Managing the politics of provider payment reform

Introducing a new provider payment system such as
capitation is a highly technical endeavour. It is also a
complex political process because making such major
system-wide changes affects many of the stakeholders in
the health system, including every PHC provider and
patient served by the health system. It requires anticipating
the effect of the new system on major stakeholders,
including medical professionals (both general practitioners
and specialists), social health insurance administrators,
private sector providers, and the pharmaceutical industries.
Introducing reforms requires significant interagency
coordination within the government and possibly with
donors.

The political economy challenges depend on a country’s
starting position. If the status quo is input-based budgets,
a key stakeholder to engage is the ministry of finance
because of its central role in defining the budget approach
and public financial management rules. In countries
with institutionalised fee-for-service, health providers
might try to impede the reform, because population-
based payment involves a transfer of risk to providers
and is often perceived to be less lucrative for them as
income is no longer tied to services.
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Panel 17: Lessons learnt from the capitation pilot in Ghana

The Commission’s Ghana case study examined a pilot of a
capitation scheme in one region of the country between 2012
and 2016." The national health insurance scheme was
introduced in Ghana in 2003, to replace the so-called cash and
carry system based on user fees that had prevailed in the
country after a free health care for all policy was abolished in
1969. The national health insurance scheme started with a
fee-for-service payment for all covered services including
primary health care (PHC), but that resulted in cost escalations
that threatened the sustainability of the scheme. There was, for
example, a large increase in annual spending, in the first 5 years
of the scheme, driven by increases in the number of claims per
insured member.’*®% In response, the national health
insurance authority introduced diagnostic related groups for
outpatient and inpatient services and itemised medicine fees
in 2008. However, even though the number of claims per
member was reduced by 13%, overall costs kept rising and the
complicated claims management process led to delays in
processing claims.

In 2012, the national health insurance authority piloted a
capitation payment system for PHC in the Ashanti region.
However, the pilot was suspended after 5 years and various
challenges. Agitations and protests by providers had begun at

The various possible pitfalls a country can encounter
when attempting to change provider payment systems
are evident in the experiences of several countries. The
American Medical Association has opposed capitation
(amongst other reforms) since the 1930s, when primary
care physicians created a new insurance company to
prevent hospital insurance plans from entering the
primary care sector and influencing control over fees.”*
Medical associations in South Korea (where all physicians
are paid on a fee-for-service basis) have complained about
price regulation by the government and successfully
pushed back on cost control reforms, such as diagnostic
related groups and global budgets.”" Providers’ resistance
has been influential in thwarting or undermining reforms
in Taiwan,"”” USA,** Turkey,” and Ghana (panel 17). Patient
pushback (often fuelled by provider activism) against
limits to provider choice under capitation has been
documented in some of these countries.

In addition to the wider context, specific design
characteristics of the proposed changes can also hamper
or foster reform efforts. In HICs, capitation has often
been implemented as part of a larger health reform, such
as a shift towards family medicine.?*? This was the case
in Estonia, where the early establishment of a strong
association of family doctors helped build support for
PHC reform. In LMICs, capitation has more often been
introduced as part of financing, rather than delivery,
reforms. Several countries have combined the introduction
of a capitation-based system with the creation of national
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the start of the reform.”® Their objections were especially
consequential because 2012 was an election year and the
government was highly sensitive to any social unrest.

In response to the providers' agitation, the Ministry of Health
and the national health insurance authority made major policy
compromises, including a reduction in the package of
services and a 22% increase in the per capita rate.”* These and
other compromises could possibly have been avoided if the
implementers had considered various political, social, and
economic factors from the outset. For example, they might
have faced less opposition if they had chosen a pilot site that
was less politically sensitive and not dominated by politically
powerful private health care providers.

Many lessons were learned from the pilot about stakeholder
engagement and building trust among providers and users. It
also showed the importance of the supporting systems needed
to implement capitation payment, which continues to be
among policy options considered by the national health
insurance for future reforms. The experience of the capitation
pilot has also triggered discussions about service delivery
reforms to form PHC networks to close gaps in provider clinical
capacity, which also posed a challenge to the successful
implementation of capitation payment.

health insurance programmes; examples include
Indonesia,” Thailand,” and Kyrgyzstan.™®

Changing the provider payment system also requires
engaging with health system users. Many will have
concerns, such as about whether the new system
would limit their choices or introduce new forms of
gatekeeping. However, one of the key potential benefits
of capitation is fostering longer-term relationships
between health system users and PHC providers;
in principle this can bring more personalised care
management and attention to prevention."”* Maximising
this benefit and minimising perceived limits on
choice require concerted patient education efforts and
facilitating informed choice.

As is discussed further in section 6, advocates for
changing the provider payment system can define
political strategies to strengthen support and neutralise
opposition to the proposed reforms.””*

Motivating health workers

Thus far, our discussion of incentives has been focused
on PHC provider organisations. Health care is delivered
by individuals or teams of health workers; therefore,
getting individual incentives right means health workers
will be motivated to provide quality care and refrain from
engaging in dual practice. Because community health
workers have a vital role in the PHC system of many
countries, panel 18 addresses the question of how this
cadre of health worker should be paid.
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Panel 18: Paying community health workers

WHO recommends that community health workers should be
remunerated for their work “with a financial package
commensurate to the job demands, complexity, number of
hours, training, and roles that they undertake”.*” This of course
leaves open the question of how community health workers
should be paid. Before addressing this question, it is important
to highlight that community health workers in many low-
income to middle-income countries feel they are underpaid and
poorly compensated for their time and effort, and their pay is
often delayed.*®

Most community health worker programmes offer some kind
of financial incentive, with the choice between salary, monthly
payments, or performance-based payments.*® Monthly
payments are often a way of avoiding giving further benefits
associated with salaried government employees. It is notable
that Ethiopia, Ghana, Malawi, and Nigeria have large
programmes in which community health workers have the
status of formal civil servants. Whether community health
workers should be paid by salary or performance-based
financial incentives must consider more than effectiveness.
However, even if we focus on the narrow question of
effectiveness, we are unaware of any studies that have
compared the performance of community health workers
under these two alternative ways of paying.

One frequently overlooked observation is that financial
incentives generated by the provider payment mechanism
at the organisation level might not be passed on to
individuals. It depends on how individual health workers
are paid. For example, pay-for-performance can provide
a strong incentive at the provider level, but if most of
the health workers are paid a flat salary, the effect on
individual motivation might be less than expected. In
low-income countries, salary levels are clearly important
for health worker motivation but as influential perhaps
are the delays in the monthly payment of salaries that are
commonplace.

Because of the constraints of any payment system, the
way in which services are provided depends to a large
degree on the training and professionalism of the clinical
workforce. It is essential that payment systems support
and reinforce the professionalism of staff and their
commitment to providing high-quality care. If the design
of payment systems undermines professionalism by, for
example, incentivising overprovision or discouraging
continuity of care, staff can become demotivated.”® This
is one reason why representative clinicians should be
involved in the design of payment systems.

Health workers place great stock in their strong culture
of professionalism, often supported and cultivated
during training.?” This culture includes an orientation to
the needs of patients, periodic self-reflection, and peer
review. This relates to the importance of preserving

By contrast, there is a growing body of evidence that suggests
some types of performance-based financial incentives are more
effective than others in improving delivery outcomes of
community health-worker services.” Large payments appear to
be more effective than small ones, but they tend to shift effort
away from non-incentivised activities. Giving performance
payments to both community health workers and supervisors,
and combining incentives with information to the community
have been shown to be effective. Financial incentives have not
worked when community health workers had limited control
over the incentivised task, there were complex rules around
disbursement of the incentives, and the focus was on selling
products to poor households. Relatedly, there is good evidence
that non-financial incentives (social recognition, trust, respect,
and opportunities for growth and career advancement) can
improve community health workers’ performance and reduce
attrition.”>*

Financial incentives for community health workers need to be
approached with caution, particularly the exclusive use of them.
Although they can be effective, there is also scope for
unintended consequences. Such a conclusion is reflected in
WHO's suggestion that community health workers should not
be paid “exclusively or predominantly according to
performance-based incentives”.*®

provider autonomy. Similarly, there are direct non-
financial incentives that can improve quality of care,
such as opportunities for providers to share data on
their performance with other professionals or with
the public,”® and social recognition.”” Health workers
appreciate having data that validates their perceptions
that they are doing a good job; comparing them with
their peers can be a powerful incentive to improve their
practices.

Addressing out-of-pocket payments for PHC

The role of provider payment policy

Progressive universalism, in which pooled funds should
first be used to cover PHC to reduce out-of-pocket
payments and replace the lost financing, requires action
across all the health financing functions. In particular,
removing financial barriers for PHC involves more than
just changing user fees policy. It means ensuring
patients do not face informal fees and are not sent to
pharmacies to purchase medicines because public
health providers are under-resourced. Provider payment
rates and health worker salaries must be high enough to
eliminate the need for user fees and informal payments.
In this sense, provider payment policy is integral to the
elimination of user fees and informal payments for
PHC. In some countries, where escalating health
expenditure from excessive use of services is a key
concern, there might be a role for cost sharing but its
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effect on people with the lowest socioeconomic status
should be carefully considered and mitigating measures
put in place.

Incentivising the users of PHC

A key benefit of reducing out-of-pocket payments
for PHC is to incentivise greater use of cost-effective
health interventions, particularly amongst those with
the greatest health needs. However, in some contexts,
removing user fees is not sufficient to meaningfully
expand financial access to care. Various programmes
in LMICs have therefore introduced additional
financial incentives for patients to use highly effective
PHC services, such as immunisations and antenatal
care. There is good evidence that offering cash or
other financial incentives increases use of primary
care services—although whether use translates into
improved health outcomes is less clear.””** Incentivising
use of PHC will be more effective when the services are
more readily available and of high quality. If the policy
objective is to increase use, demand-side financial
incentives should be considered before changes to
provider incentives. However, there is little point in
increasing demand for PHC if the available services are
not ready or of sufficient quality to meet the population’s
needs.

Conclusion

This section has presented the Commission’s view that
provider payment for PHC should be based on a blended
payment model, adapted to each context but with
capitation at its centre. It has presented a strategic
pathway for countries to progress towards this model,
recognising that each country has its own unique
starting point. It has recognised that incentive policies
for providers and users are linked, and the crucial
importance of simultaneously moving towards an
elimination of user fees and informal payments for
PHC. Progressing this vision requires mobilisation of
additional resources for health, allocating these
resources to PHC, and ensuring that they work their way
through the public finance management system to reach
frontline service providers. The success of this technical
strategy depends on a political strategy to set the vision,
understand the interests of different stakeholders, and
actively manage these interests.

Section 6: The political economy of financing
PHC

Transforming financing to support efficient and equitable
PHC is often approached as a technical problem. Political
and socioeconomic factors affecting financing reforms are
frequently described as bottlenecks, barriers, or contextual
factors. However, as has been highlighted throughout the
report, the Commission recognises that these political
economy elements are in fact central to any effort to
understand, improve, or reform PHC financing.
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In this section, we make the case that political economy
analysis must be undertaken in conjunction with
technical analysis and strategising for PHC financing
reform, as part of a national mapping of the PHC
financing ecosystem (section 7). This integration is an
important first step in resolving some fundamental
questions, including: if PHC is the best approach to
achieve UHC, why is it not systematically and adequately
prioritised in national budgets? And why are purchasing
and other health financing reforms successfully
implemented in some countries, and resisted in others?

The Commiission’s vision of political economy

At its core, political economy brings together systematic
explorations of politics and economics and power
dynamics between stakeholder groups. Different schools
of thought have focused on the so-called economy of
politics, the economic constraints influencing political
decisions, or understanding how the political context
shapes the implementation of economic policy. The
materialist approach, for example, focuses on the material
conditions of a society’s mode of production and argues
that these determine how politics, economics, and social
processes evolve.” The new political economy approach
states that policies can be analysed through the prism of
neoclassical economics.”” Other scholars take an actor-
based approach, seeking to identify the winners and losers
from policy processes by studying incentive structures
influenced by economic interests. The laws and political
conditions that shape the material world change over time,
thus political economy is essentially an historical science.””

Drawing on these traditions, political economy analysis
in the health policy field has tended to focus on politics,
particularly on power relations among different interest
groups and their relative abilities to influence reforms.>*”
Political economy analysis in health has also tended to
analyse the outcomes of processes at a point in time and
with a focus on a particular policy or specific issue,
typically examining either the contestation and coalitions
among interested parties that drive health system
operations and reforms,” or the nature and strength of
political institutions that could stop the legislative process
that underpins the enactment of reform in political
decision-making."*** Some authors have argued that the
focus on political dynamics is too narrow? and that
understanding the roles of individuals within political
structures has frequently been overemphasised.

Political economy analysis is also useful as a broader
frame that examines the context, structures, and
relationships that generate systemic features; what
Jeremy Shiffman, a political scientist, focusing on the
politics and global health governance of health policy-
making in low-income countries calls the “enduring
political and social arrangements not easily altered by the
actions of individuals”.»

In this section, the Commission takes a relational view
of political economy analysis. Our approach focuses on
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Panel 19: Political economy of primary health care (PHC) financing-key messages

« Political, sociocultural, and economic conditions are as
important as technical elements in the design and
implementation of efficient and equitable financing for
PHC. These political economy factors represent both
constraints and opportunities.

» Advancing financing for PHC that is people centred relies on
politically informed technical strategies, meaning that
policy making in PHC financing and reform must be
underpinned by political economy analysis.

« Prioritising PHC is possible at every income level and in
any type of political governance model, given the presence
of effective political alliances and socioeconomic
conditions.

+ Designing politically informed technical strategies requires
navigating the evolving political economy context. Political
economy analysis can inform the adjustment of the
technical strategies to identify the pathways and challenges
to the proposed change, taking the long view, and
identifying the structural social or economic so-called red
lines to be worked around.

Politics
Power relations between
people, organisations and
coalitions, and political
representation

Social
People centred conditions
« Social capital

7 & el
F §

inequality
Economic
conditions
« Economic
development ‘/_\‘
« Economic production
structures

Figure 13: A political economy analysis conceptual framework for health
financing reform

identifying how key actors—individuals, social groups,
organisations, governments, and other stakeholders—
relate to each other over time in determining access to,
and distribution of power and resources, and how
economic and social factors structurally influence these
relationships. Applying political economy analysis to
PHC financing helps to understand why resources for
health are raised and allocated in particular ways to PHC
for example, and what competition and contestation
occurs throughout these processes. We conclude that
political economy analysis has practical value in seeking

« Developing PHC financing policy (whether incremental
adaptations or a substantial transformation) and ensuring
strategic investment in PHC require coherent policy aligned
with the interests of key actors through collaboration and
building coalitions among stakeholders (leaders, politicians,
clinicians, technocrats, donors, and civil society
representatives) and across sectors. This development
might require achieving consensus or strategic compromise
on how to expand access to PHC.

+ Havinga clearly articulated long-term vision is essential for
making progress towards efficient and equitable PHC
financing. Consistency, adaptation and staying on course are
required when countries pursue long-term reforms, while
retaining flexibility to take advantage of opportunities for
change created by political and socioeconomic events such
as political transitions and shocks, or emerging alliances.

« Sequencing is key. Planners must have the technical
fundamentals and strategies ready in anticipation of
windows of opportunity, which arise as a result of political
dynamics and social and economic forces.

to explain why efforts to improve efficiency and equity of
PHC financing reforms have faced challenges, and to
identify prospectively feasible strategies for particular
political and socioeconomic contexts. Key messages from
Section 6 are presented in panel 19.

A pragmatic approach to managing political economy
considerations

The Commission builds on the application of political
economy analysis to health financing by explicitly
considering broader social, political, and economic
features of a context that can influence the success or
failure of PHC financing functions and reform efforts, as
well as their evolution.

Our political economy analysis framework, shown in
figure 13, takes into consideration three domains that
influence financing for PHC. First, politics: including
the range of actors (individuals, formal and informal
organisations, and institutions) and their respective
power, their relationships and contracts, their legitimacy,
as well as contestation leading to the enactment of policies.
Second, social conditions: encompassing social values,
informal networks, class, caste, or other social constructs
that can influence, for example, the options for distribution
or redistribution of resources, including acceptance of, or
resistance to, reforms such as greater pooling of resources.
Third, economic conditions: including a country’s level of
economic development, production structures, levels of
taxation and levels of aid, that facilitate or hamper the
mobilisation of resources to PHC.

These domains are interdependent. Further, they are
characterised by dynamic structures and processes that
evolve over time—sometimes gradually and in other
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cases rapidly. Each is discussed in more detail in relation
to particular financing functions.

Political conditions shape financing for PHC

Politics and political conditions have crucial roles in
explaining individuals’ and institutions’ behaviours.
Three key political conditions influence the success
of PHC financing initiatives in LMICs: the drivers of
change, the mix of political actors, and the historical
roots of the existing PHC financing system.

Political drivers of change

Change can be driven by different actors who represent
various political powers, economic interests, or social
movements. In some settings, such as Brazil and
Costa Rica, strengthening PHC financing has been part of
a consistent political drive to guarantee basic human
rights and equity put forward by social movements that
represent, or advocate for the interests of, grassroots
populations, including poorer and marginalised groups.”
In both countries, providing essential public services,
including investing in PHC, became part of the social
contract between the state and its citizens and was
supported by a diverse coalition of actors and enshrined in
their constitutions."”?*

In other cases, the change was driven by political leaders
seeking to serve the interests of specific constituencies
and expand their legitimacy and influence. For example,
in China, political leaders initiated equity-oriented health
financing reforms as a means to meet ambitious
development goals. Similarly in Ethiopia, the federal
government’s development policies emphasised poverty
reduction and support for community-based initiatives in
the health, education, and agriculture sectors. This was
enabled through a significant public investment in a
comprehensive PHC platform organised around a new
cadre of health extension workers™ and the Health
Development Army of community volunteers. The health
extension workers served as a focal point for expanded
investments in health on the part of the government and
its development partners, which are supported by the
volunteers and local governance structures. The concept
was rooted in the ruling party’s political strategy of
prioritising rural interests and seeking to unite ethnically
diverse constituencies. This rural-focused strategy
had previously enabled the party to govern territory
successfully when operating as an insurgency,™ and was
rooted in its Maoist and Marxist political ideologies.

Technocratic elites (actors who have both technical
expertise and political leverage) and professional
organisations, accompanied by effective bureaucracies
with the ability and interest to operationalise reforms,
can also initiate and drive change.

Aligning diverse political actors

Early involvement of actors from several sectors,
including leaders, technical experts, and social activists
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from inside and outside the health system, has proven

instrumental in transforming PHC financing in many

countries. Enhancing health sector governance is an

essential first step. Particularly critical is attracting a

broad range of actors in support of PHC financing

reforms to augment the pool of technical knowledge
and skills that can support system functioning and
transformation, and to foster unity among diverse
interest groups. For example, as shown in the Ghana
case study (presented in section 5), the introduction of
capitation as the method of provider payment needed
concurrence among the Ministry of Finance, medical
professionals’ associations, and patients.”™ Getting their
buy-in requires considering the economic interests of
different actors. Therefore, managing up and building
coalitions with the ministry of finance and other agencies
as key partners, as well as addressing opposition, are
essential when planning and implementing, for example,
the introduction of capitation-based payment systems.

There are five key considerations related to bringing
together the necessary mix of actors.

« Political will and legitimacy of the actors driving
change are essential preconditions to generating a
political process that enables collaborative policy
making in support of effective policy. Ideally, this is
combined with strong technical leadership at national
and subnational levels of the health system. The
leaders, benefiting from broad political support, and
networks are key? and they do not need to be
exclusively from the health sector. In Sierra Leone, for
example, the removal of user fees in 2010 was actively
led by the President Koroma, and supported by a wide
range of actors, including the ministries of health and
finance, donors, and civil society.”*

« Policy development requires the engagement of an
enthusiastic group of pioneers or policy entrepreneurs
to provide both technical expertise and the vision for
the reform. The central role of policy entrepreneurs or
political champions in taking forward major policy
initiatives such as UHC was also documented
in Nigeria.? Similarly, health financing reforms
started in Estonia in the late 1980s when more
opportunities for local decision-making started to
arise within the Soviet Union.™ After the political
transition, leaders from the University of Tartu,
supported by external actors, drove the new vision of
how PHC family practices should operate. The
Ministry of Health funded early pilots before health
financing transformations were initiated; the Ministry
of Social Affairs and the Estonian Health Insurance
Fund were also important supporters.® Key
individuals provided a strong vision and stewarded
diverse reform processes, while enlisting a critical
mass of professionals (namely, health-care providers
and administrators interested in developing a
sustainable financing system that would guarantee
stable, earmarked funding for health) to provide
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support throughout the design and implementation
of the reforms.”

Political leaders and policy pioneers alike need to be
supported by effective bureaucracies. Several countries
that have achieved good health at low cost through
investments in, and transformation of, PHC have
bureaucracies characterised by strong managerial and
implementation capacity, institutional memory, and
openness to change. In both Thailand®” (Thailand’s
building of multi-actor coalition supporting PHC is
outlined in the appendix [p 43]) and Estonia,™
bureaucratic elites and technocrats who could draw on
their personal legitimacy provided both technical and
political support, working with political actors and
external experts to enable complex financing reforms.
Conversely, in China, PHC financing reforms have
been hindered by bureaucratic fragmentation, with
local bureaucracies insufficiently incentivised and
invested in developing solutions to the fundamental
problems hampering PHC and with preference to
invest in hospitals that attract political capital locally.*

Strong civil society engagement is frequently catalytic
in generating and sustaining broad-based political
platforms that build support for and sustain
momentum towards PHC financing reform. Civil
society movements, including workers’ unions and
employers’ associations, have led to the right to health
(and in particular PHC) being enshrined in the
constitutions of many Latin American countries (as
previously highlighted in Brazil and Costa Rica).
In Thailand, civil society advocacy was an important
factor in creating structures at both national and
community levels. In South Africa, civil society
organisations such as the Treatment Action Campaign
were crucial in bringing about the introduction of
antiretroviral therapy.”®

Creating and sustaining structures and institutions
that promote and support collaboration and dialogue
was important in Thailand, Kyrgyzstan, Turkey, and
other countries. Engaging key actors effectively in
efforts to improve PHC financing functions entails
aligning their interests and clearly defining their
roles. In practice, the coordination function is
often taken on by a dedicated transformation team.
Although this team might have access to key political
players, it also needs to be sufficiently independent to
provide impartial advice and guidance and to weather
shifts in power. For example, Thailand and Kyrgyzstan
created research units within their Ministries of
Health that were instrumental in guiding policy
towards the achievement of UHC and sustaining an
orientation towards equity.? In Turkey, Minister of
Health Akdag created a reform team that oversaw the
implementation of the Health System Transformation
Plan. Similarly, in Rwanda dedicated institutions
directly supported decision making and coordinated
national programme implementation related to PHC

financing, including at the National University of
Rwanda, School of Public Health and the Rwanda
Biomedical Centre, Kigali, Rwanda.” Such structures
have been instrumental in generating evidence for
financing reforms while maintaining independence
from political processes.

Finally, collaboration is at the heart of the concept of a
whole-of-government approach that transcends line
ministries and other agencies’ typical portfolio
boundaries to achieve shared multisectoral goals.” This
is particularly crucial to PHC and its financing, in which
engaging the whole government involves, in part,
recognising the relative power of different ministries
involved (particularly health, finance, and other social
sectors such as education or water and sanitation), and
ensuring that their interests align. In LMICs, the range
of key stakeholders involved in designing and
implementing PHC policies and programmes can be
even broader, including key civil service agencies, donors,
professionals, user associations, and civil society
organisations—often disrupting the opportunities for
joint action. This is particularly evident in areas such as
the essential public health functions, a key component of
PHC, under the remit of multiple sectors. Importantly,
these intersectoral approaches and linkages need to
underpin not only national strategic policies but be
translated into structures and operational models at
subnational levels such as district and local.

In Brazil, the municipalities are a key focal point in
planning and implementing community-led multisectoral
actions in response to local health needs and are governed
by stakeholder committees.® At the local level, the
increasing importance of community health workers and
multipurpose volunteers, whose role often incorporates
tasks to promote social development and address social
determinants of health which are core to PHC, and their
linking in or integration within the health systems has
meant that funding can be channelled more effectively to
delivery of essential services (see sections 1 and 5). For
example, in Ethiopia, this is seen in the collaborative
community-based multisectoral models involving
health extension workers, facility-based PHC providers,
community governance structures, and volunteers
working in close coordination to improve health and
wellbeing of the population. This is underpinned by a
national strategy for PHC and the Health Sector
Development Program acting as a blueprint for how
different actors should link to each other.

However, coordination among ministries alone is
insufficient for effective PHC financing policy and
strategic investment—it also requires coherence across
policies. This can be achieved by having an overarching
vision for PHC, including strategies for improving
routine operation and enabling reform. Despite general
recognition that comprehensive PHC requires multi-
sectoral action, in practice coordinating financing
across sectors and at different levels of government is
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relatively uncommon. One exception is China, where a
cross-ministerial health system reform administrative
mechanism has shown promise, with local actors
(such as local vice governors and mayors responsible
for PHC at the local level of government and the
local health commissions) contributing to the ongoing
development of integrated policies.™ In Brazil,
participatory management councils at the municipal
level were even enshrined in the country’s constitution,
enabling them to manage powerful local interests.”

Sustained vision, flexible strategies

PHC financing is subject to contestation that is
dynamically changing over time. Policies promoted by
one political coalition can be reversed when a new party
comes to power. However, PHC financing is also path
dependent, so initial decisions can determine the range
of options that are available later. The importance of
historical roots in fostering PHC that is people centred is
seen in the UK’s experience, where small general PHC
practices funded by voluntary insurance were integrated
into a national health system but preserved their
autonomy.*” In many LMICs, colonial histories have had
a major role in defining how health financing systems
are organised. For example, Algeria and Morocco both
have social insurance schemes that are similar to the
Bismarck model, and the French system. Egypt,
meanwhile, has a social assistance scheme inspired by
the English Poor Law. Gaza uses an Egyptian insurance
scheme, stemming from Egypt's occupation of Gaza
through 1967 The structure of the health system and
payment for this system remains based on the legacy of
the colonisers.**

Although path dependency can mean that changes in
PHC financing occur over a long period of time, with a
series of reform steps building on each other, in some
situations the direction of reform has changed at
important junctures through radical socio-political or
other crises, as in China (how path dependency has
influenced China’s PHC financing is outlined in the
appendix [p 43]). Similarly, countries in Eastern Europe
and the former Soviet Union had opportunities to rapidly
overhaul resource mobilisation and purchasing arrange-
ments for PHC after the political transition of 1989 and
the collapse of the Union of Soviet Socialist Republics
(political transition as an important juncture for PHC
financing transformation in the Eastern European region
is outlined in the appendix [p 44]). Although there is no
doubt that compromise and aligning of actor interests and
focusing on what is feasible are often required for changes
to be politically viable, some of those compromises,
although expedient, can greatly limit options later. Such
limiting options for PHC financing include a focus
on expanding population coverage by starting with
formal sector employees, prioritising hospital services in
the benefits package, and allowing for fee-for-service
payments in the public sector.
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Because of the dynamic nature of political processes,
having a clear long-term vision, upheld and publicly
stated over time, has been important in supporting the
transformation of financing to enable PHC delivery
models. Fostering effective financing functions and
reform in line with this vision entails consistently
engaging with politics and continually designing new
technical solutions to emerging problems. In some
cases, technical solutions can be developed while waiting
for a window of opportunity to consider them to appear;
in other cases such as Turkey’s (Turkey’s political strategy
to strengthen PHC and its financing is outlined in the
appendix [p 45]), rapidly changing political conditions
create demand for novel technical solutions.

Once a clear vision has been agreed, moving towards
PHC financing requires strategies for staying on
course while retaining flexibility. Therefore, it involves
maintaining direction of travel through periods of
political stability and economic growth, taking advantage
of windows of opportunity created by adverse political
events and crises (such as COVID-19), and persisting
through periods of stagnation. The balance of power
among different groups also evolves over time, leading to
the emergence of new agendas, new actors, and new
coalitions. Reformers who have candidate technical
solutions can slowly gather support for reforms that are
initially unpopular or require strategic compromise. The
case of the Seguro Popular in Mexico, for example,
highlights the importance of strategic compromise and
targeted negotiation to move reform processes forward,
from abandoning the idea of merging the Mexican Social
Security Institute and other social security programmes
into a single organisation, to allowing enrolment without
premium payment for almost the whole population.”
Brazil, Ethiopia, and China offer examples of countries
where comprehensive reforms have been implemented
and refined over decades, maintaining a consistent
direction while adapting to political and socioeconomic
transitions and considerable uncertainty.'”"1

Examining the early efforts of countries that have
successfully implemented long-term PHC financing and
delivery transformation reveals the importance of building
strong foundations to support ongoing changes. These
foundations can be technical (ie, ensuring that the
technical features of the reform were ready to be used at
the earliest opportunity, as in Turkey), or can involve
investing in PHC delivery capacity ahead of the reform,
which helped Thailand, Ethiopia, and Estonia to absorb
additional financial flows and enable large-scale shifts to
PHC-focused health systems. In both cases, this involved
creating new PHC cadres (eg, health extension workers in
Ethiopia and family practitioners in Estonia) that were
deployed nationally, instituting training and supervision
structures, and embedding best practice norms and
clinical standards. In addition to training human resources
and extending PHC infrastructure, these activities
generated visibility for the early reforms that improved
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buy-in among different constituencies. Thailand developed
standard designs for PHC infrastructure and built many
facilities, making services widely accessible with over
10000 PHC facilities—one per 6000 population—linked to
strong community-based volunteer programmes and
widespread public health interventions such as dengue
control.” These reforms created public support for PHC
and willingness to allocate new resources.

Finally, identifying strategic compromises has also
characterised many countries’ efforts in financing PHC.
For example, in Estonia, policy makers passed iterative
step-wise health-care reforms from the early 1990s to
the end of the 2000s, strengthening the PHC system. In
the early stages they adopted an explicit tactic of lying
low and not inviting publicity and identifying paths
of least resistance for implementation until a critical
mass of supportive PHC providers (general practitioners)
emerged.” Compromise can be achieved through
iterative processes of piloting, evaluating, and adapting
PHC financing innovations before their scaling up—
Rwanda, Burundi, and Burkina Faso all did this when
introducing  results-based financing.* In China,
provincial-level pilot programmes were evaluated, results
disseminated, and experiences shared.” In Thailand,
high-level bureaucrats started implementing reforms
(including payment reform) as part of a national pilot,
and were able to refine the policies before they had to be
approved by Parliament. In Brazil, reformers started
implementing pilots of the proposed reforms in selected
municipalities. These pilots were then enabled by the
1988 Constitution, which established a national health
system for the entire country.”

Social and economic conditions influence PHC financing
In addition to political conditions, inter-related social and
economic factors can also support or hamper routine
operation and reform of PHC financing (figure 13).

Social conditions

A range of social conditions influence financing
arrangements. These include: the degree of inequality in a
society, the availability of health workers with the capacity
to implement reforms, prominent social grievances that
propel certain issues to centre stage, and the strength of
the social contract between the state and the population,
among others.

Inequalities within a nation or society can provoke
dissent against the status quo and foster support
for reforms aimed at redressing the problems.
China’s 2009 health reforms stemmed from widespread
complaints from the population about severe inequality
in access to health care, as out-of-pocket payments
continued to cripple households financially, accounting
for about 60% of total health expenditure.””

Similarly, in Brazil, the thirst for greater equity among
segments of the population and better representation
after decades of dictatorship propelled successful

adoption of broad health system reforms based on
principles of health care as a citizen’s right and a
government responsibility. This formed the basis for a
universal, comprehensive, and decentralised health
system open to both community participation and, to
some extent, private sector initiatives."”

Social grievances against the state or government
bodies could also influence the success of a financing
reform. Turkey tried to roll out a Family Doctors
Programme, which included a swathe of financing and
other health reforms, after unpopular decentralisation
and privatisation policies had been implemented in the
health sector. Those processes had created significant
dissatisfaction amongst the population, as well as
medical associations and physicians. The Family Doctors
Programme was perceived as a similar strategy and met
resistance.® In Nigeria, a distrust of the national
government led to the resistance of civil servants at the
subnational level towards making contributions to the
national health insurance scheme that would guarantee
access to PHC, prevented the adoption of the scheme by
subnational governments, delayed coverage expansion,
and left the scheme as a voluntary programme.*

The strength of the social contract between the
population and the state can affect how reforms are
received. In the state of Kerala, India, for example, the
strong social contract between the state leadership and
the population has been partly credited for its early
successes in tackling the COVID-19 pandemic.”® In
the Middle East and North Africa, political regimes that
came to power after independence also established social
contracts that included providing material benefits, such
as expanded access to primary and secondary health
care.” The weakening of these social contracts over time
has driven widespread resistance to more recent reforms,
and contributed to the 2011 uprisings across the region.

The existence of certain capacities (in the society at
large and the health sector in particular) is also important
when promoting change. Any health financing reform,
such as the introduction of a new budgeting approach
or a new provider payment structure, requires skilled
staff to communicate and manage the transition and
to implement the new approaches. As mentioned
in section 3, having insufficient technical budgeting
capacity at the Ministry of Health, for example, weakens
its bargaining position during national budgeting cycles.
This was the case in India, where the scarcity of capacity
of the states to prepare health budgets and plans aligned
with the central government’s expectations has weakened
their ability to obtain resources for PHC.*

Importantly, crises of any type can be transformed into
opportunities for PHC reform if reformers are poised to
act. In the UK for example, the National Health Service
was created following the hardship of World War 2.*' In
Costa Rica, a 1991 measles outbreak led to employers
across the country being forced to pay for private care for
their workers due to weak public PHC.** Employers
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then threatened to stop making their social security
contributions, contributing to government investment in a
comprehensive PHC system. The Chinese health reform
of the early 2000s, which involved substantial investments
in PHC, was triggered in part by the 2003 SARS epidemic.**
The COVID-19 pandemic has been a particularly severe
global shock that has affected societies and economic
outlook, as discussed throughout the report. The political
economy of the pandemic itself, and the response to
its devastating consequences, has also started to be
scrutinised, and will require further exploration.” For
now, it has triggered initiatives and debates on how PHC
needs to be transformed to cater for changing needs.”

Economic conditions

National and global economic conditions have significant
influence on health financing. These conditions include
the structure of the economy, economic cycles of
stagnation, recession, or growth, the structure of the
health care provider market, the size and dynamics of the
private sector, and the importance of aid as a source of
financing for health.

As discussed in section 3, the structure of a country’s
economy has a substantial impact on financing for PHC.
In low-income countries, only a small portion of the
population and private sector organisations are subject to
taxes. In Tanzania, for example, just 286 organisations
contribute 70% of domestic tax revenue.” Those who do
pay taxes in countries with small tax bases have
substantial power in driving what reforms can be
implemented. The level of informality in the labour
market dictates whether any type of labour employment
tax or health insurance contributions will generate
sufficient revenue to support social health insurance. In
Ethiopia, for example, attempts to implement social
health insurance have stalled for many years in part due
to the high level of labour informality.

In addition to the structure of a country’s economy,
where the country is in the economic cycles of growth
and contraction can influence the success of a reform
aimed at increasing financing for PHC. In Brazil,
the fiscal space generated from sustained economic
growth during the 2000s enabled the country to increase
its public health expenditures.” In Chile, similarly,
important PHC reforms were made possible by high
economic growth during the first decades of the country’s
return to democracy.” However, in Finland, the collapse
of trade with the former Union of Soviet Socialist
Republics in 1992 led to a steep economic decline and, as
a result, national expenditure on health care was slashed
by 129 in 1991-94.¢

The structure of the health-care provider market also
influences reforms, particularly those to do with
purchasing. On the one hand, in Estonia, the Association
of Family Doctors had a major role as a partner to the
national insurance agency in designing and implementing
laws to support PHC financing.® In Ghana, on the other
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hand, the design and implementation of the national
health insurance scheme was influenced by the strong
bargaining power of providers, who preferred being paid
on a fee-for-service basis and resisted a system change that
would affect payment mechanisms for PHC.*”

Finally, the size and dynamic nature of the private sector
is another critical economic factor that can influence
health financing reform efforts. In Thailand, for example,
the capitation system was designed to improve quality
of care through fostering competition among PHC
providers. This was possible in Bangkok, where a large
number of private providers were willing to accept patients
with insurance (as the capitation system was part of the
national health insurance scheme).”™ In Ghana, on the
other hand, the shortage of public and private providers in
rural areas constrained competition during the capitation
pilot in Ashanti region.”

Applying political economy analysis to advance
financing for PHC
As noted, political economy analysis seeks not only to
explain but also to derive practical implications for
strategic policy making. It explains how the political and
socioeconomic contexts shape what is possible or not in
developing and implementing key policies. Although
some cross-country lessons can be drawn (with caution)
from the country examples discussed throughout this
report, the critical influence on PHC financing functions
of the political, social and economic conditions that
make up the political economy are best understood
within each national, and often subnational, context.
Analysis of these factors should be an integral ongoing
part of implementing feasible interventions to improve
efficiency and equity of PHC financing. A common
thread is that there is no blueprint approach to changing
PHC financing, and even within a country, the political
economy context also changes over time, often rapidly.

Political economy analysis can be used to inform
proactive or responsive strategies for adaptive management
of the interests of different actors and formulating
strategies that fit the social and economic conditions in
support of health financing reforms. A political economy
lens focuses on understanding the structural and
socioeconomic conditions underpinning decision making
and conflicting interests. This understanding might lead
to, for example, the use of strategies to strengthen actors
with limited power but who would benefit most from
more effective PHC financing. In other cases, political
economy analysis may indicate the need to anticipate and
manage resistance from those who benefit from the status
quo, and to identify opportunities to form coalitions.
Practical approaches to using political economy analysis to
underpin routine operation or transformation of PHC
financing are outlined in the appendix (p 45).

Designing politically informed technical strategies
starts by asking the right questions to navigate the
complex political economy context (Sparkes S, WHO,
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personal communication).”® In this Commission, we

have formulated a series of key questions that should be

asked throughout the policy cycle, and can be used for
setting the agenda as well as designing and implementing
people centred PHC financing policies:

«  What is the problem to be addressed? What ideas exist
for improving PHC financing? What technical
strategies would achieve this over time?

« Who are the stakeholders with an influence over the
problem? What are their positions on the topic, and
what is their relative power?

«  What are the political dynamics at play?

« What could help to shift incentives to promote the
changes pursued?

« What social and economic conditions that underpin
the political process could present opportunities or
constraints for the proposed change?

« What are the most likely pathways for change? What
are possible entry points to move the reform forwards?
If there is a potential window of opportunity, how can
itbe used to generate and sustain political momentum?

« How do the proposed strategies take into account path
dependency?

« How should the strategies be sequenced?
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Figure 14: Framework for people-centred financing of PHC
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Although awareness of and the need to conduct political
economy analysis is a part of developing policies for
sustainable and equitable PHC financing, country-level
capacity to do so can be scarce. Investing in basic
supportive functions, which include technical capacity to
do political economy analysis, ability to engage with actors
and policy processes, and translate knowledge to policy is
key. Importantly, there is often knowledge of political
economy analysis developed in other sectors that can be
used in policy development in the health sector. Support
for, and retention of professionals who can develop and
integrate specific aspects of political economy analysis in
their work should be ongoing. Subnational entities such
as districts can be incentivised to co-fund training and
recruitment of managerial or research cadre able to use
particular political economy analysis skills, relevant to
context, as a part of leadership programmes. We argue
that sustaining political economy analysis is key as a part
of investment in both system transformation and
strengthening routine financing systems; it is particularly
important in effectively responding to large-scale shocks
such as pandemics or political transitions.

Conclusion

Technical strategies for efficient and equitable financing
for PHC are neither designed nor implemented in a
vacuum. They are critically shaped by political, economic,
and social conditions—and the dynamic nature of these
forces can create opportunities to maximise impact, or
impose barriers that constrain success. Applying a
political economy lens to technical solutions that explicitly
recognises the evolving roles of actors beyond the health
system, their relative resources and power, as well as the
economic constraints and social relations, is therefore
necessary to strengthen the PHC financing architecture.

Section 7: Recommendations

The Commission’s deliberations have analysed how
health financing arrangements can be used to drive
national health systems to provide equitable,
comprehensive, integrated, and high-quality PHC,
delivered through platforms that are responsive to the
needs of the populations they serve, and fully aligned
with the objectives of UHC.

We argue that countries should invest more and invest
better in PHC, and that the financing arrangements
that support PHC—from mobilisation and pooling of
resources, to budgeting, allocation, and purchasing—
must place people at the centre. They must also be driven
by a focus on equity and social justice, in line with the
original Alma Ata vision. We articulate the features of
people-centred financing for PHC below. We recognise
that the opportunities to reorient health financing
policies towards PHC depend on the economic, social
and political features of a particular regional, national, or
sub-national context, and that there is no single pathway
to achieving optimal PHC financing (figure 14).
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An overarching position of the Commission has been
the principle of progressive universalism: This means
that governments should prioritise equity by providing
universal access to affordable, quality PHC services,
and particularly on ensuring that disadvantaged groups
are reached first. Guaranteed entitlements can expand
beyond PHC as fiscal capacity increases.

Beyond this overarching principle, the Commission
has identified four key attributes of people centred
financing for PHC.

First, public resources should provide the core of PHC
funding with minimal reliance on direct payments when
services are accessed. In most LMICs, this level of public
funding can only be generated through increasing
allocations to PHC from general tax revenue. Revenue
raising mechanisms should be defined based on ability
to pay and be progressive. While each country is at a
different starting point for a shift to predominantly
public funding, strategic and purposeful change to
national health financing systems over time can enable
gradual progress. In the meantime, low-income countries
will require continued development assistance to secure
a sufficient resource envelope to enable population
coverage of essential PHC services.

Second, pooling arrangements should cover PHC. By
supporting PHC with pooled public funds, out-of-pocket
payments can be reduced to levels at which they do not
pose financial barriers to accessing needed care,

impoverish households, or push households deeper into
poverty. Pooling enables cross-subsidy among those who
are well and those who are ill, and among the poor and
the wealthy.

Third, resources should be allocated equitably
across levels of service delivery and geographic areas,
and be protected to reach frontline PHC service
providers and patients. Resource requirements for
PHC should be estimated on the basis of accurate
assessments of population health needs. Countries
should deploy strategic resource allocation tools
(including needs-based per-capita resource allocation
formulae) in budget formulation, budget execution,
public financial management policies, and service
delivery arrangements to channel and protect the flow
of resources for PHC.

Fourth, provider payment mechanisms should: assign
resources based on people’s health needs; create the right
incentive environment to promote PHC that is people-
centred along the spectrum of prevention, health
promotion, and treatment; foster continuity and quality
of care; and be flexible enough to respond to changing
needs of patients, families and communities. This is best
achieved through a blended provider payment system
with capitation at its core.

Table 2 presents a matrix which maps how financing
arrangements can be deployed to achieve the dual goals
of people-centredness and equity.

Mobilisation Pooling

Allocation Purchasing

People-centred Resource requirements for

characteristics  PHC should be estimated
based on what is needed for
each person to access; PHC
that is people centred as
defined in the country’s

context
Equity and Revenue-raising mechanism
progressive is defined based on ability to
universalism pay and is progressive

characteristics

Practical Reduces out-of-pocket
implications expenditure; progressive
and taxation policies
anticipated

outcomes

PHC=primary health care.

Everyone is included in the pool

Cross-subsidisation occurs between poor and
wealthy populations and healthy and sick
populations; use of pooled funds prioritises
making PHC accessible, with financial
protection and subsidies directed to the poor

Merge or consolidate existing pools into
larger pools (including formal and informal
sectors, poor and rich; coverage dominated
by public financing); who and what are
covered by the pool expands in the most
equitable and PHC-centric way; progressively
move to universal health coverage according
to the macro-fiscal capacity of the country,
starting with access to PHC for all and
financial subsidies directed to the poorest
and most vulnerable; access to more services
beyond PHC and subsidies for more
population groups can expand as macro-
fiscal capacity expands

Resources are allocated based on population
needs for PHC that is people centred (rather than
on facilities, inputs, or vertical programmes)

The mechanism used to allocate public funds
prioritises the needs of the poorest segments of
population, and areas (geographical or health) of
greatest need

Budgeting is based on needs-based per capita
allocations to enable access to PHC that is people
centred (rather than to facilities, inputs, or vertical
programmes); protect resources going to PHC
through existing policy tools, such as programme
budgets, resource allocation formulae, conditional
grants or statutory rules; define a benefit package
that prioritises coverage of the needs of poorest
segments of population; ensure resources reach
frontline providers (through direct facility
financing, for example) and improve public
finance management systems more broadly;
organise service delivery to pull resources to PHC,
for example by creating new cadres of frontline
PHC providers, defining explicit service standards,
or instituting effective referral systems

Purchasing arrangements and provider
payment mechanisms are linked to making
PHC that is people centred available to
people and flexible enough to
accommodate different modes of delivery;
funds flow to and are managed by frontline
providers as defined in the country context

Per capita payment (capitation) is the
starting point, which makes the same
amount of funds available to providers to
deliver the PHC package for each person
(adjusted upward or downward according
to health needs)

Establish a blended payment model with
capitation at its core: start with a baseline
capitation payment. The payment amount
should be determined using a formula that
links the payment parameters (base per
capita rate, number of enrolees linked to
the provider, and any individual or
provider-level adjustments) to a defined
package of PHC services; define a PHC
package; adjust the risk level to prioritise
those in greatest need

Table 2: The Commission'’s vision of financing functions and arrangements for PHC that is people centred and equity driven
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Panel 20: Our vision for people-centred financing of primary health care (PHC)

PHC needs both more and better resources. The Commission’s vision is of a people-
centred system for financing PHC. This system should be capable of collecting, pooling,
and allocating resources to purchase services that ensure that all people (community
members, patients, and providers) are able to benefit. Progressive universalism—ensuring
that, at every step, people who are poor or vulnerable gain at least as much as those who
are wealthy or privileged—is at the core of this vision. Achieving this vision requires:

« An adequately-financed health sector, funded by expanded public and pooled sources,
that protects everyone from financial hardship when seeking care. The Commission
argues for an explicit focus on addressing inequities first. This entails that revenue will
be raised based on ability to pay and through progressive means.

«  Pooled funding will cover PHC, to enable everyone to receive PHC that is free at the
point of use. Pooling of resources will support cross-subsidisation among those are
well and those who are ill, and among the poor and the wealthy.

« Astrategic use of all available policy tools to direct sufficient resources to PHC to
enable a universally-accessible system that provides high-quality services according to
adefined benefit package appropriate to the level of care and aligned with
macro-fiscal capacity. In line with our core focus on people-centeredness and equity,
the Commission proposes that resources are allocated based on population needs,
prioritising the needs of the poorest segments of the population. To do so will require
mechanisms for funding, budgeting, and financial management that ensure that
resources reach frontline providers and platforms.

« A context-specific blended payment model built on capitation. Payment systems
should allow adequate resources to flow to the PHC level in ways that: are equitable;
match resources to population health needs; create the right incentive
environment to promote the full PHC spectrum of prevention, health promotion,
and management and treatment; foster people-centeredness, continuity, and
quality of PHC; and, are flexible enough to support changes in service delivery
models and approaches.

» A nuanced understanding of the political economy of each country throughout the
development and implementation of all policy to accompany the technical approaches
to ensuring people-centred financing for PHC.

Together, these attributes form the foundations of a
resilient and responsive health financing system. As has
become evident during the COVID-19 pandemic,
effectively financing PHC during a crisis period relies on
the existence of a health system that is capable of surging
to tackle new priorities while also continuing to deliver
existing services. Resource mobilisation, pooling,
allocation, and purchasing systems must be able to
respond quickly to deliver additional resources while
protecting allocations to PHC.

We acknowledge that there is no single pathway to
achieve optimal PHC financing, and that every country is
at a different point in orienting its PHC policies and
financing. Moreover, it will take time to adapt financing
arrangements, and these will need to continue to adapt to
changing conditions and needs over time, and to respond
to shocks. However, by moving deliberately towards
publicly-financed, progressively universal, and population-
based health financing, countries can support the
expansion and improvement of PHC.

In support of this vision, the Commission makes five
recommendations to local, national and global policy

e764

makers and other relevant stakeholders (panel 20). We
recognise that many of the recommendations could
potentially be applicable to health system reform in
general. However, we continue to focus specifically on
PHC, while endeavouring to avoid separating it out from
the rest of the health system.

(1) Establish people-centred financing arrangements for
PHC that have four key attributes

Establish financing arrangements for PHC following a
principle of progressive universalism and incorporating
the people-centred attributes outlined above. These are:
public resources provide the core of PHC funding;
pooled funds should cover PHC; resources should be
allocated equitably and protected so they reach front-line
providers; and provider payment is through a blended
mechanism with capitation at its core.

(2) Take a whole-of-government approach to spending
more and spending better on PHC

Key actors and stakeholders should be involved in
designing and implementing people-centred PHC
financing reforms. Although the specifics will vary
depending on the national context, some general roles
and responsibilities can be identified.

The ministry of health should lead efforts to prioritise
PHC. Leadership involves promoting technical
strategies embodying the above principles, ensuring
that sufficient resources are made available, and
elaborating and pursuing political strategies in support
of expanding and improving PHC financing. The
ministry of health should ensure it has the technical
expertise to make the case for more funding for PHC.
To ensure accountability, which sections within the
ministry of health are responsible for the financing and
delivery of PHC should be clarified. The ministry should
take responsibility for engaging the commitment of the
other sectors (such as education and water and
sanitation) whose activities relate to PHC.

The ministry of finance should enable the
mobilisation of sufficient revenue to adequately finance
people-centred PHC, as defined nationally. The
ministry of finance should work with the ministry of
health and other agencies to develop flexible and
responsive public finance management systems that
make allocations to PHC visible, protect resource flows
to reach the frontlines, and allow strategic provider
payment systems that evolve as capacity grows and
service delivery models mature.

Local government agencies should serve as bridges
between local populations and central government
ministries. Local authorities are well-positioned to
identify and communicate populations’ needs so they
can be accurately captured in allocation formulas. Local
agencies are also responsible for integrating multiple
funding flows and ensuring they are applied to
addressing local priorities.
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Communities and civil society groups should demand
changes. Communities should engage in efforts to hold
PHC providers accountable, and be included as partners
in monitoring progress. To that end, a key priority for
civil society groups should be building the capacity of
communities to undertake these functions. Governments
should facilitate this accountability by producing data to
enable monitoring.

Health-care providers and their representative
organisations should actively participate in efforts to
reform PHC financing arrangements. Providers must
engage in the design of payment reforms, understand
the implications of proposed changes to provider
payment systems, and take any and all opportunities to
provide people-centred health care fostered by reformed
financing arrangements.

Donor and technical agencies should provide financial
resources and expert technical support to countries that
need assistance to jumpstart changes in PHC financing. At
country level, agencies should ensure that, at the very least,
their actions do no harm. Agencies should immediately
change their approaches to providing financial and
technical assistance to reduce fragmentation. At best, donor
and technical support agencies can be strategic partners
to the national governments working to improve their
financing systems to support PHC that is people centred.

(3) Strategically plot out a pathway towards people-
centred financing for PHC, including supporting basic
health system functions

Each country should articulate a vision for financing
PHC. Having a clear vision allows decision makers to
plot a strategic technical path and identify what political
engagement is needed from stakeholders throughout the
system to support progress.

National funding champions of PHC should
proactively explore and recognise the political, economic,
and social conditions at subnational, national, and global
levels to effectively navigate towards the vision through
the evolving political economy context. This political
economy analysis should begin at the outset of any
reform process.

Implementing politically-informed technical
strategies (ie, strategies rooted in a thorough
understanding of the political economy context within
which the technical approach sits) should involve
regular mapping of the political landscape, assessing
opportunities to align interests and build coalitions
among actors from different sectors and administrative
domains, and communicating and working towards
collaboration and strategic compromises in support of
key technical policies. This might require strengthening
the skills of people working in government, and in

Panel 21: Research questions on financing for primary health care (PHC) that is people centred

The Commission’s work has answered some questions,
particularly on technical aspects of financing arrangements. But
it has raised many others, most especially on how to
operationalise our recommendations. These are the ‘how do we
do this?’ questions. Going forward, the research agenda on
financing PHC should study the outcomes of proposed reforms
and examine implementation at country and local level.

Key topics and questions include:

Innovative approaches to support the delivery of PHC:

+  What are the best ways to channel funds directly to facilities?

+  What are the effects on health outcomes of getting money
to frontline providers?

+ How can digital innovations be used in health financing
systems, while promoting universal health coverage and
minimising fragmentation?

Spending more and spending better on health in general and

PHC in particular:

+  What bottlenecks in health financing reforms arise in
particular settings? What are the best approaches to
counteracting them?

+ What strategies that have been effective in ensuring
financing for essential public health functions and linking
them to PHC can be replicated, and how?

+  What methods and data work well in measuring
implementation of health financing reforms and tracking
how funding flows change (including volume, recipients,
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timeliness, and equity)? How can these methods be used at
the local, national, and global levels?

«  Why are reforms addressing even well-known financing
inefficiencies difficult to implement, and how can the
reforms addressing these inefficiencies translate into
additional financial resources for PHC?

» How can researchers collaborate effectively with
policymakers to evaluate potential solutions and respond to
their priorities and concerns?

The political economy factors of financing PHC:

« What strategies have been used to effectively manage
political economy considerations of providers and
patients in health reforms? What are patients’ and
providers’ understandings and attitudes towards
proposed financing reforms?

«  How can local actors be supported to foster investment and
allocation in PHC? What power shifts are needed and which
technical capabilities are most relevant?

»  How do local and central government bodies interact in
designing and implementing health financing reforms? What
political economy considerations are important when seeking
to influence resource allocation in decentralised settings?

«  What are the political economy considerations for efforts
in LMICs that seek to address fragmentation in pooling
and shifting provider payment mechanisms towards
capitation? What approaches can be effectively used to
manage these factors?
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academic and donor partners, to undertake political
economy analysis.

The country’s vision should be operationalised by
mapping out a clear set of steps to pursue its chosen
course, while also preparing to capitalise on unexpected
opportunities and creating room to manoeuvre as needed
to adapt to political and socioeconomic changes, crises,
and other shocks.

All stakeholders should undertake ongoing efforts to
strengthen the health system’s basic functions, including
data collection and analysis of resource flows and health
impacts; monitoring, evaluation, and learning systems;
public finance management systems that enable
resources to reach frontline providers; and capacity of
providers to manage funds effectively. Investment in
such basic functions is needed in conjunction with
investment in PHC.

(4) Global agencies should reform the way PHC
expenditure data are collected, classified, and reported
A new reporting item (ie, memorandum item) on PHC
should be defined and included in countries’ annual
reporting of health expenditures to WHO for the Global
Health Expenditure Database.

In the meantime, current reporting should be adapted
to be based on a cross-classification of functions and
providers (such as the one used by the OECD). This will
provide more specific and useful data by, for example,
allowing for differentiation between hospital and
ambulatory providers, and enable an operational defi-
nition of PHC based on service delivery platforms.

The categories currently included in the calculation of
PHC expenditure should be revised. In particular, how
administrative costs are included and how outpatient
services in hospitals are classified should be reconsidered,
as current practices skew estimates of PHC spending
upwards.

Most importantly, each country should establish a clear
definition of PHC expenditure that is compatible with
how its health system organises services; it can then use
this definition to track spending over time to monitor
progress.

(5) Conclusion
The Commission recognises that its work represents the
beginning, not the end, of a research agenda on financing
people-centred PHC. The Commiission’s explorations raise
many additional questions, starting with those presented
in panel 21. The Commission proposes the following next
steps and starting points for additional exploration by key
stakeholders, including academic researchers, technical
experts, policy makers, donors, and others:

o Creating a tool for national mapping of PHC
financing ecosystems to create a firm data foundation
for developing appropriate technical and political
strategies to advance people-centred financing in
support of PHC. Collaboration among researchers,

technical experts, and policy makers is needed to
develop a robust tool and method.

« Exploring and devising innovations to support better
PHC financing, including adopting implementation
science and other operational research methods.

o Securing funding from governments and other
donors for rigorous research on the research
questions suggested in panel 21, as well as others
that will arise.

In this report, we have set out a vision for placing people
at the centre of the arrangements for financing PHC. This
financing vision serves a greater ambition: health systems
that provide equitable, comprehensive, integrated, and
high-quality PHC delivered through platforms that are
responsive to the needs of the populations they serve and
fully aligned with the objectives of UHC.
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