
Helene Barroy
Susan Sparkes

Elina Dale

HEALTH FINANCING WORKING PAPER NO 3

ASSESSING FISCAL SPACE FOR HEALTH EXPANSION  

IN LOW-AND-MIDDLE INCOME COUNTRIES: 
A REVIEW OF THE EVIDENCE

HEALTH SYSTEMS
GOVERNANCE & 
FINANCING



HEALTH FINANCING WORKING PAPER NO 3

ASSESSING FISCAL SPACE 
FOR HEALTH EXPANSION IN 
LOW-AND-MIDDLE INCOME 
COUNTRIES: 
A REVIEW OF THE EVIDENCE

Helene Barroy
Susan Sparkes
Elina Dale



WHO/HIS/HGF/HFWorkingPaper/16.3

Some rights reserved. This work is available under 
the Creative Commons Attribution-NonCommercial-
ShareAlike 3.0 IGO licence (CC BY-NC-SA 3.0 IGO; 
h t t p s : //c r e a t i v e c o m m o n s .o r g / l i c e n s e s /
by-nc-sa/3.0/igo). 

Under the terms of this licence, you may copy, 
redistribute and adapt the work for non-commercial 
purposes, provided the work is appropriately cited, 
as indicated below. In any use of this work, there 
should be no suggestion that WHO endorses any 
specific organization, products or services. The use 
of the WHO logo is not permitted. If you adapt the 
work, then you must license your work under the 
same or equivalent Creative Commons licence. If 
you create a translation of this work, you should add 
the following disclaimer along with the suggested 
citation: “This translation was not created by the 
World Health Organization (WHO). WHO is not 
responsible for the content or accuracy of this 
translation. The original English edition shall be the 
binding and authentic edition”.

Any mediation relating to disputes arising under the 
licence shall be conducted in accordance with the 
mediation rules of the World Intellectual Property 
Organization (http://www.wipo.int/amc/en/
mediation/rules).

Suggested citation. Barroy H., Sparkes S., Dale E.; 
Assessing fiscal space for health in low and middle 
income countries: a review of the evidence. Geneva: 
World Health Organization; 2016 (WHO/HIS/HGF/
HFWorkingPaper/16.3; Health Financing Working 
Paper No.3). Licence: CC BY-NC-SA 3.0 IGO. 

Cataloguing-in-Publication (CIP) data. CIP data 
are available at http://apps.who.int/iris.

Sales, rights and licensing. To purchase WHO 
publications, see http://apps.who.int/bookorders. 
To submit requests for commercial use and queries 
on rights and licensing, see http://www.who.int/
about/licensing.

Third-party materials. If you wish to reuse 
material from this work that is attributed to a third 
party, such as tables, figures or images, it is your 
responsibility to determine whether permission is 
needed for that reuse and to obtain permission from 
the copyright holder. The risk of claims resulting 
from infringement of any third-party-owned 
component in the work rests solely with the user.

General disclaimers. The designations employed 
and the presentation of the material in this 
publication do not imply the expression of any 
opinion whatsoever on the part of WHO concerning 
the legal status of any country, territory, city or area 
or of its authorities, or concerning the delimitation 
of its frontiers or boundaries. Dotted and dashed 
lines on maps represent approximate border lines 
for which there may not yet be full agreement. 

The mention of specific companies or of certain 
manufacturers’ products does not imply that 
they are endorsed or recommended by WHO in 
preference to others of a similar nature that are 
not mentioned. Errors and omissions excepted, the 
names of proprietary products are distinguished by 
initial capital letters.

All reasonable precautions have been taken by 
WHO to verify the information contained in this 
publication. However, the published material is 
being distributed without warranty of any kind, 
either expressed or implied. The responsibility for 
the interpretation and use of the material lies with 
the reader. In no event shall WHO be liable for 
damages arising from its use. 

The named authors alone are responsible for the 
views expressed in this publication.

Printed in Switzerland.

© World Health Organization 2016

https://creativecommons.org/licenses/by-nc-sa/3.0/igo
https://creativecommons.org/licenses/by-nc-sa/3.0/igo
http://www.wipo.int/amc/en/mediation/rules/
http://www.wipo.int/amc/en/mediation/rules/
https://creativecommons.org/licenses/by-nc-sa/3.0/igo
http://apps.who.int/iris/
http://apps.who.int/bookorders
http://www.who.int/about/licensing
http://www.who.int/about/licensing


TABLE OF CONTENTS

Introduction..................................................................................................................................................................1

Methods	 .......................................................................................................................................................................2

Review Findings......................................................................................................................................................... 5
	 Definitions........................................................................................................................................................... 5
	 Macroeconomic conditions...........................................................................................................................6
	 Budget reprioritization toward health......................................................................................................8
	 Earmarked funds ...........................................................................................................................................10
	 Efficiency improving measures................................................................................................................. 13
	 External resources.........................................................................................................................................16

Discussion.................................................................................................................................................................. 20
	 Relevance of results for policy.................................................................................................................. 20
	 Methodological challenges......................................................................................................................... 21
	 Main lessons and ways forward................................................................................................................23
	 Review limitations..........................................................................................................................................25

Conclusion.................................................................................................................................................................. 26

References..................................................................................................................................................................27

Annex 1.........................................................................................................................................................................32

List of Tables
Table 1:	 �List of countries included in the review by income group........................................................4
Table 2:	 �Overview of methods: macroeconomic factors........................................................................... 7
Table 3:	 Overview of methods: efficiency.................................................................................................... 15
Table 4: 	 Overview of methods for External Resources for Health...................................................... 18



iv HEALTH FINANCING WORKING PAPER NO 3

ACKNOWLEDGEMENTS

This review is part of the Collaborative Agenda on Fiscal Space, Public Financial Management 
and Health Financing led by the World Health Organization. As part of that agenda, a program 
of work is being developed on fiscal space for health, looking at how the concept has been 
applied and used by low-and-middle income countries to support health financing reform efforts 
toward Universal Health Coverage (UHC). The first steps of this program of work include: i) a 
qualitative review of existing fiscal space for health studies; ii) an analysis of the policy use of 
fiscal space for health studies; and iii) a retrospective data analysis on the fiscal space for health 
expansion in LMICs. 

Financial support for the work was provided by the UK Department for International Development 
(DFID) under the Program for Improving Countries’ Health Financing Systems to Accelerate 
Progress towards Universal Health Coverage, and the Ministry of Health and Welfare of the 
Republic of Korea, under the Tripartite Program on Strengthening Health Financing Systems for 
Universal Health Coverage.

The review was produced by the Health Systems Governance and Financing Department of the 
World Health Organization. It was prepared by Helene Barroy, Susan Sparkes and Elina Dale, 
under the overall guidance of Joseph Kutzin. 

Invaluable reviews and inputs to an earlier version of this work were provided by Sanjeev Gupta 
(IMF), Ajay Tandon (World Bank), George Schieber (consultant), Jacky Mathonnat (CERDI), Inke 
Mathauer (WHO), Sarah Thomson (WHO/EURO), Llius Vinals (WHO/SEARO), Ke Xu (WHO/
WPRO), and Dorjusuren Bayarsaikhan (P4H). The team would also like to thank Nuria Quiroz 
Chirinos for administrative support and Gary Humphreys for editing assistance.



v 

SUMMARY

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

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

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

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

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

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

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

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

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

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

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

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

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



1Introduction

INTRODUCTION

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

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

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

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

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