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Overview 

 Health financing policy and SHA2011 

– From models to functions – why chapters 7 and 8 look like they 

do 

 Importance of FS data for understanding health financing 

 It’s not difficult, when you think about 

– Disentangle FS1 (1.2 and 1.3) with a few key questions and 

readily available data and methods 

– Others FS categories easily mapped from HF data 
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HEALTH FINANCING POLICY AND 

SHA2011 
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Remember rationale for SHA2011 

 “Sources” in SHA1.0 were really intermediaries (agents), 

with classifications built around historical models 
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Changes in how we think about health 

financing arrangements 

 Tax-funded systems 
(Beveridge/Semashko) 

 “Social Health Insurance 
Systems” (Bismarck) 

 Revenue raising 

 Pooling 

 Purchasing 

 Benefits and co-payments 

Classifications or models Functions and policies 

Understand systems (and reform options) in terms of 
functions, not labels or models [sources are not systems] 

German citizens are not  more insured than British citizens, just 
because they call their system “insurance” 



The key policy issues questions that have 

to be addressed in the different models 

 What are the sources of funds, 

and how are they collected? 

 How are funds accumulated on 

behalf of the population? 

 How are providers paid? 

 How do funds flow through the 

system, and what are the 

associated institutional 

arrangements? 

 What are the entitlements and 

obligations of the people? 

 What are the sources of funds, 

and how are they collected? 

 How are funds accumulated on 

behalf of the population? 

 How are providers paid? 

 How do funds flow through the 

system, and what are the 

associated institutional 

arrangements? 

 What are the entitlements and 

obligations of the people? 

Bismarck/SHI Beveridge/NHS 
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Remember, they are both dead (as a way of 

thinking about health financing) 



8 | 

There is one (and only one) important 

difference 

 Basis for entitlement 

– NHS/Beveridge: non-contributory (e.g. citizenship, residence) 

– SHI/Bismarck: contributory (by or on behalf of covered person) 

 Rationale for this criterion in HF classifications 

– SHA2011, Table 7.1, Figure 7.2 (criteria tree) 

 A reminder that the rationale guiding design of SHA2011 

was ability to distinguish and cope with different mixes of 

revenue sources flowing to financing agents/schemes 

– SHA 1.0 took “social security” as a “source”, giving misleading 

impression it was all funded by SHI contributions 



Under SHA1.0, this critical change in health 

financing in Hungary would be invisible 

Source: Szigeti 2016, WHO/Hungary Country Office 
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And similarly the reforms to broaden the 

funding base here in France 

S
o
u
rc

e
: 

E
u
ro

p
e
a
n
 O

b
s
e
rv

a
to

ry
 H

iT
 r

e
p
o
rt

s
 2

0
0
4
 a

n
d
 2

0
1
0

 

0

10

20

30

40

50

60

70

80

90

100

1999 2000 2007

Earmarked income tax

Employee payroll tax

Employer payroll tax



11 | 

WHY FS IS IMPORTANT (POLICY 

RELEVANCE) 
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Why sources matter 

 HF tells us extent to which revenues flow through 
compulsory pooling mechanisms 

– Important for policy/UHC 

 But FS tells us extent to which revenues come from 
compulsory sources 

– Also important for policy/UHC 

– HF cannot do this (because of subsidies to VHI) 

– So it can only be FS that provides the basis for determining 
public and private shares of health spending 

 Combination of FS and HF yields other insights 
– Sustaining UHC in systems with contributory entitlement 

– Inequitable subsidies? 



Why we need to understand sources(1): 

aging and revenue mix for SHI in Czech Rep 

 

 

Source: Pavel Hroboň (2007), presentation to Hungarian Health Insurance Reform 

Conference, Budapest. 



Implications of demographic change for 

contribution rates in Czech Republic if 

funding sources remain the same 
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Germany: if no change made to sources, 

what implications for employment and 

economic competitiveness? 
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Implications for health financing systems 

(and related classifications) 

 Near exclusive reliance on wage-based taxation cannot 
sustain universal affiliation in “SHI countries” 

– Consequences for employment and competitiveness require 
diversification of revenue sources 

 It’s what your countries do – sources are not systems 
– Hungary shifted mix towards general revenue funding 

– Japan: 25% of SHI revenues from general budgets 

– Korea: about 20% of NHIS funding from budget transfers 

– Lithuania: counter-cyclical formula to inject budget funds 

– Czech Rep: formula-driven budget transfers 

 If we don’t report FS1.2, we can’t see/show how 
countries are responding to this critical challenge 

 



Why we need to understand sources(2): 

where are subsidies going? 

Source: WHO estimates for 2014, countries with population > 600,000 

But without FS, we wouldn’t know that nearly 30% South 
Africa’s  VHI spending comes from government subsidies 
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Many policy/equity issues requires the FS 

data 
 Tax subsidies to VHI often flow to the rich 

– South Africa 

– US ACA to limit deductibility for “Cadillac health plans” 

 Direct subsidies for non-universal SHI 

– Mexico IMSS serves non-poor but gets substantial direct 

subsidies from government 

 Understanding complex mixed systems 

– Chile 7% payroll tax is public, regardless of whether this is 

applied to a public (FONASA) or private (ISAPRE) insurer 

– China’s massive increase in direct public subsidizes to 

“voluntary” rural health insurance invisible without FS 

 



19 | 

Bottom line: data on revenue sources 

essential for understanding health financing 

 Need this to understand each country’s system at a point 

in time 

 Need this to see changes in the mix over time 

 Need this for meaningful cross-country comparisons 

 

 And a reminder: this is why chapters 7 and 8 of 

SHA2011 look the way they do.  If we are not collecting 

the revenue data, then what was the point? 
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THE GOOD NEWS: GETTING THE 

DATA ON FS IS EASY (I WILL TRY TO 

CONVINCE YOU…) 
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 If you are collecting/reporting on HF (schemes), the 

translation into FS just requires addressing a few 

questions related to how your system is funded 

– External sources always difficult, but (a) this is a data challenge, 

not a classification problem “caused by SHA2011; and (b) not 

really an issue for OECD/high income countries 

If you have HF… 
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FS1 (transfers from domestic gov’t revenue, 

i.e. the state budget) 

 If you have non-contributory entitlement, then FS1.1 = 

HF 1.1 

– Very easy for e.g. UK, Spain, Portugal, Scandinavian countries 

 If you have contributory-based entitlement (HF1.2.1 or 

1.2.2), then need to ask some questions 

– Does government transfer budget revenues to the SHI funds? If 

yes (and the answer almost always is), then this is FS1.2, and 

it’s explicit in the budget  
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FS1 (transfers from domestic gov’t revenue, 

continued) 
 Does government subsidize voluntary HI (HF2.1)? 

– If directly, e.g. as premiums paid for civil servants, it is explicit in 
the gov’t accounts (South African example) 

– Does gov’t provide tax credits/deductions for VHI? If yes, 
requires calculation of the “tax expenditure” (methods exist, used 
e.g. in South Africa, USA) 

– Also solves part of the public-private issue for US ACA 
(regardless of how schemes under the mandate classified, 
premium subsidies are clearly public spending) 

 For countries with contributory-based entitlement, FS1.1 
= total FS1 – (FS1.2 + FS1.3) 

– and it also = HF1.1 (!) 

 FS1.4 (transfers to NPISH) is negligible 



The rest is easy 

 FS2 and FS7 – not important for you 

 FS3 (social insurance contributions) 
– Data readily available from the relevant agencies where you 

collect the info on HF1.2.1 

 FS4 (compulsory prepayment) 
– HF1.2.2 less subsidies (FS1.3) 

 FS5 (voluntary prepayment) 
– HF2.1 less subsidies (FS1.3) 

 FS6 (other domestic revenues) 
– FS6.1 (households) = HF3 (OOPS) 

– Rest of FS6 usually negligible 
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That’s it 

 Requires understanding the nature of your country’s 

health financing arrangements 

 And then asking a few specific questions to get at FS1.2 

and FS1.3 

– Data for these are readily available in official budgetary 

documents, except the value of tax subsidies which has to be 

estimated (with methods that already exist) 

 The rest can be mapped directly from your HF figures 
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Conclusions 

Can’t depict key 
policy issues in 
health financing 

without FS 

Can’t calculate public 
and private shares 
from HF; need to 

have FS 

It’s not difficult – very 
little additional work 
to get this needed 

information 

If we don’t do this, 
what was the point of 

moving to SHA 
2011? 
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EXTRA IF NEEDED 



Initial funding 

sources 
Contribution mechanisms Collecting 

agencies 

Individuals/ 

families/ 

employees 

Employers/ 

corporate 

entities 

Foreign 

governments 

and multilateral 

agencies 

1) Direct taxes, including 

1a) Payroll taxes 

 

2) Indirect taxes 

 

3) Other compulsory     

contributions (mandates) 

 

4) Voluntary prepaid  

contributions 

 

5) Direct OOP payment to 

providers at time of use 

 

6) Grants 

 

7) Loans 

Central 

government 

Local 

government 

Social Security 

agency  

Commercial 

insurance fund 

Other insurance 

fund 

Employers 

Earmarked 

savings fund 

Health care 

provider 

Foreign and 

multinational 

companies 

Foreign  and 

domestic NGOs 

and charities 

Unpacking financing sources 



Initial funding 

sources 
Contribution mechanisms Collecting 

agencies 

Individuals/ 

families/ 

employees 

Employers/ 

corporate 

entities 

Foreign 

governments 

and multilateral 

agencies 

1) Direct taxes, including 

1a) Payroll taxes 

 

2) Indirect taxes 

 

3) Other compulsory     

contributions (mandates) 

 

4) Voluntary prepaid  

contributions 

 

5) Direct OOP payment to 

providers at time of use 

 

6) Grants 

 

7) Loans 

Central 

government 

Local 

government 

Social Security 

agency  

Commercial 

insurance fund 

Other insurance 

fund 

Employers 

Earmarked 

savings fund 

Health care 

provider 

Foreign and 

multinational 

companies 

Foreign  and 

domestic NGOs 

and charities 

Main (equity) policy concerns relate to… 


