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Abstract

Efficiency has historically been considered a key mechanism to increase the amount of available revenues to the health sector, enabling countries
to expand services and benefits to progress towards universal health coverage (UHC). Country experience indicates, however, that efficiency
gains do not automatically translate into greater budget for health, to additional revenues for the sector. This article proposes a framework to
assess whether and how efficiency interventions are likely to increase budgetary space in health systems Based on a review of the literature
and country experiences, we suggest three enabling conditions that must be met in order to transform efficiency gains into budgetary gains
for health. First there must be well-defined efficiency interventions that target health system inputs, implemented over a medium-term time
frame. Second, efficiency interventions must generate financial gains that are quantifiable either pre- or post-intervention. Third, public financial
management systems must allow those gains to be kept within the health sector and repurposed towards priority health needs. When these
conditions are not met, efficiency gains do not lead to more budgetary space for health. Rather, the gains may instead result in budget cuts that
can be detrimental to health systems’ outputs and ultimately disincentivize further attempts to improve efficiency in the sector. The framework,

when applied, offers an opportunity for policymakers to reconcile efficiency and budget expansion goals in health.

Keywords: Efficiency, health financing

Introduction

All governments face budgetary pressure, especially in the
context of COVID-19. To meet sectoral expectations, pol-
icymakers must either redirect existing public expenditures
towards a particular sector or search for additional funding
sources. The potential to do this while sustaining the public
sector’s financial position has commonly been referred to as
fiscal space (Heller, 2005).

While the concept of fiscal space is typically used to assess
public budgets as a whole, it has been adapted for the health
sector (Heller, 2006; Tandon and Cashin, 2010) in an effort
to support health policymakers seeking to address funding
needs. Five key mechanisms have been identified as a means
to expand fiscal space for health: i) economic growth; ii) bud-
get reprioritization; iii) earmarked taxes; iv) new external
resources; and v) improved efficiency. The search for fiscal

space has become more urgent, especially in low- and middle-
income settings and within the confines of domestic funds, due
to a renewed emphasis on moving towards UHC within the
context of the Sustainable Development Goals and the unfold-
ing of the COVID-19 crisis (Barroy et al., 2017; Curristine
et al., 2020; Gaspar et al., 2019).

In recent years, the concepts of fiscal space and fiscal space
for health have evolved to incorporate new views related to
both revenue and expenditure. The International Monetary
Fund (IMF) expanded the list of factors impacting overall
fiscal space to include a set of 50 key components covering
economic growth, revenue, fiscal policies, debt, contingent
liabilities, access to capital market financing, deficit rules and
monetary policies (IMF, 2016, 2018). On the expenditure
side, public financial management (PFM) has been added as
another important driver to maximize budgetary space for
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Key messages

Efficiency has historically been considered as a key mecha-
nism to expand the amount of budget available to the health
sector.

Country experience indicates, however, that efficiency
gains do not automatically translate into greater budgetary
space for health.

To transform efficiency gains into more budgetary space for
health, three key enabling conditions must be met: there
must be well-defined and targeted efficiency interventions
that change the price or the mix of inputs; the interventions
must generate sizable financial gains; and public financial
management (PFM) systems must allow those gains to
be kept within the health sector and repurposed towards
prioritised health needs.

Only flexible PFM at a central, purchaser and provider level
can allow savings to be kept and repurposed within the
sector.

When these conditions are not met, efficiency gains do
not lead to more budgetary space for health. Rather, the
efficiency gains may instead result in health sector bud-
get cuts that can disincentivize further attempts to improve
efficiency.

health (Barroy and Gupta, 2020). For instance, better bud-
get execution in health is likely to make significantly more
resources available for the sector (Barroy et al., 2019). The
terminology has been adjusted to reflect this change. The term
budgetary space for bealth, as opposed to the more histori-
cally used term fiscal space for bealth, has been introduced in
the literature to refer to ‘potential resources to be budgeted
and used for health through the PFM system’ (Barroy and
Gupta, 2020), including overall revenues, the budget share
allocated to health and PFM improvements.

The definition of health system efficiency has also evolved
over the years. Traditional approaches considered an entity—
whether a specific provider, hospital or health system—to be
efficient if it achieves the maximum possible volume and/or
quality of outputs for its given level and/or mix of inputs,
or alternatively, the minimum possible inputs for any given
output(s) (Evans et al., 2001; Lauer et al., 2004). These are
commonly referred to as technical and allocative efficiency.
In recent years, others have categorized inefficiencies based
more on misuse or waste of resources at any stage of the pro-
duction process (Cylus et al., 2016; Jacobs et al., 2006). In
either case, efficiency gains refer to increases in the volume
or quality of outputs produced for a given level of inputs, or
reductions in inputs while still producing the same or greater
outputs.

Against this evolving conceptual backdrop, the relation-
ship between efficiency and budgetary space for health has
remained largely unexplored. It is, however, central for pol-
icy reform as improved efficiency in the use of resources may
lead to significant gains for fixed health budgets. Inefficien-
cies occur across all types of public services and there is
ample empirical evidence of inefficiencies in health (Banzon
and Mailfert, 2018; Grigoli and Kapsoli, 2013; Herrera and
Pang, 2005; Organisation for Economic Co-operation and
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Development, 2017), including inefficiently produced services
(e.g. hospital care for patients that could be treated in outpa-
tient settings) as well as pure waste (e.g. unused vaccines).
Estimates suggest upwards of 20% of health spending may
not be put to good use (Chisholm and Evans, 2010; World
Bank, 2017). As noted by Jowett et al. (2016), the wide vari-
ations in performance at low levels of public spending on
health indicates that even without increased spending levels,
there is scope for obtaining better value for money if inefficient
health expenditures can be successfully repurposed and put to
better use.

Despite its relevance for policy reform and health system
outputs, there is no consensus on the exact role efficiency plays
in driving increases in resource availability. Often, reductions
in costs or expenditures lead to the reverse. For instance, an
efficient reorganization of hospital services may induce budget
cuts. In the case where budgets for facilities are estimated on
a bed number basis, efficiency interventions that reduce the
number of beds can lead to reduced budgets, as happened in
several former Soviet Union countries at the end of the 1990s
(Kutzin et al., 2010). In turn, this reduces the overall budget
available for the sector, penalizing efficiency gains and, as a
result, diminishes the incentive for further gains within the
sector.

There have been few attempts to explore systematically
whether efficiency gains increase fiscal or budgetary space for
health and under what conditions. One recently published
study (Zeng et al., 2020) found no direct empirical evidence
proving that efficiency gains translate into more resources for
the health sector. Zeng et al. (2020) reviewed 28 fiscal space
for health case studies and found that they varied widely in
terms of how efficiency was evaluated, the extent to which
efficiency was explored, and how efficiency gains could be
achieved. Half of the studies reported assessing both technical
and allocative efficiency, and the other half assessed techni-
cal efficiency only. The most frequently cited inefficiencies
stemmed from PFM (budget allocation and execution rules)
and strategic purchasing issues (provider payment systems
and level of provider autonomy). The second most cited set
of inefficiencies were those related to health service delivery.
Procurement and delivery of input factors was also mentioned
as a source of inefficiency. Though most studies conceded that
efficiency gains were a potential means to improve budgetary
gains for the sector, very few quantified the potential gains
or explored practical PFM mechanisms to effectively translate
efficiency gains into more budgetary space for health.

This article proposes a framework to help policymakers
assess whether conditions to facilitate the translation of effi-
ciency gains into more budgetary space for health have been
or could be met. The proposed approach builds on an exten-
sive review of the existing literature on both fiscal space for
health and efficiency. In addition, country reviews were con-
ducted in five countries between 2018-2020 to shed light
on the links between efficiency and financial gains and to
test the analytical framework. The article includes findings
from three of those five countries—Ethiopia, Lithuania and
Thailand—to show how meeting certain conditions can result
in efficiency gains being transformed into more budgetary
space for health. The article also considers the experiences
of the two other countries—Ghana and Gabon—to demon-
strate what can happen when enabling conditions are not
clearly met.
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Methods

Assessment framework

We propose a set of key enabling conditions that facilitate
the transformation of efficiency gains into budgetary space
for health (Figure 1). Countries that successfully transform
efficiency gains into budgetary space for health share the
following characteristics:

e Efficiency interventions put in place are specific, well-
defined, focused on reducing health system inputs (as
opposed to increasing health system outputs) and imple-
mented over a medium-term time frame;

e Efficiency interventions yield significant financial gains
that are roughly quantifiable pre- or post-intervention
(e.g. X amount of savings occurred over the policy imple-
mentation period); and

e Supportive PEM systems are such that they allow financial
gains to be repurposed within the health sector’s bud-
get (e.g. allowing expenditure to be reprogrammed at the
central, purchaser or provider level).

We describe these in greater detail in the sections below.

Implementing efficiency interventions

Identifying and characterizing efficiency interventions is not
always a straightforward process, especially since many pol-
icy initiatives serve multiple purposes and are implemented
concurrently. Conceptually, the term efficiency reflects a
ratio of inputs relative to outputs. For this article, we focus
on efficiency interventions that target health system inputs,
as opposed to health system outputs. Inputs may refer to:
i) money, which is used to purchase other inputs, such as ii)
labour, capital and intermediate goods, which can be com-
bined to create iii) specific activities, such as medical tests.
Based on this definition, we would consider efficiency inter-
ventions that reduce prices or that modify the mix of inputs,
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while maintaining or increasing the level of outputs. It is hard
to imagine an intervention leading to financial savings if it
does not target health system inputs (e.g. reducing prices or
changing the mix of inputs).

In practice, a focus on health system inputs covers
a wide range of interventions. Monetary interventions
include price or spending reductions that do not harm
health outputs or outcomes. These may include reductions
in the price of medicines paid to manufacturers through
the use of health technology assessments (HTA), efforts
to strengthen strategic purchasing (e.g. change in pay-
ment incentives for providers), external reference pricing
(Vogler et al., 2019), and other mechanisms that enable price
negotiations.

Interventions that target the level and/or mix of labour,
capital and intermediate goods can also lead to efficiency
gains. These may include efforts to tackle an inappropriate
mix of skills (e.g. task-shifting if overqualified health workers
are performing tasks that could be done by others, less quali-
fied) or targeting capital inputs (e.g. reducing excess capacity
such as unused beds while still allowing for a potential surge
in demand).

Efficiency gains can also be generated by focusing on more
effective use of intermediate goods, for example by reducing
irrational drug use and the use of poor quality or substan-
dard drugs, or shifting towards lower-cost medications like
generics, at least in settings where quality-assured generics are
the lowest priced option. Efficiency interventions may include
efforts to reduce unnecessary or duplicative procedures or to
ensure that care is delivered in an optimal setting. Shifting the
locus of care from hospitals to community or primary care
settings, for example, could lead to efficiency gains if the lat-
ter setting maintained or improved outputs at a lower cost
(e.g. requiring fewer or less costly health-care workers).
Activity-related interventions may also include efforts to
reduce the length of stay at hospitals while maintaining the
same quality of care, since this would mean fewer days in

1.Implemeneting
efficiency
interventions

1.Generating

financial gains

1.Reallocating
expenditure

~
o Discrete, well-defined policy measures effectively implemented that lead to change in
price or mix of inputs within a medium-term period
\
e Significant financial gains generated and quantified before, during or after the
timeframe in which the intervention is implemented
J
~
e Savings reprogrammed for health-related purposes
e PFM system supports flexible budget reallocation at central, purchaser and/or provider
level
J

Figure 1. Translating efficiency into budgetary space: key enabling conditions.
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hospital and fewer associated costs (National Health Service,
2018).

To ensure that the aforementioned efficiency interventions
have an observable effect, they should be implemented over
a sufficient period of time, generally two to three years. The
medium-term time frame is important for implementation but
also from a budget planning perspective. The health sector
must have a sense of its budget envelope over a period of a
few years to ensure that a better use of inputs will not lead
to a decrease in funding (e.g. they will not be penalized for
negotiating lower drug prices, task shifting, or shifting the
mix between fixed and variable costs).

Generating financial gains

Efficiency gains do not automatically translate into finan-
cial gains or savings for the health system. Rather, in some
instances, additional spending may be needed to secure effi-
ciency gains (Figure 2, upper right corner). If improved effi-
ciency is to successfully lead to expanded budgetary space, it
must reduce inputs (Figure 2, upper left corner), as described
above. However, even interventions that reduce price inputs
may not necessarily lead to financial gains if they lead to
increases in volume or to unwarranted shifts in service deliv-
ery. For example, an intervention to reduce provider pay-
ments may not create any budgetary flexibility if the price
reduction incentivizes providers to increase volume beyond
needed levels, to induce demand for other, more expensive
services that are not necessarily needed, or to engage in upcod-
ing to increase revenues without delivering more services
(e.g. as with refinements in diagnosis-related group-based hos-
pital payments that may change the stimuli for healthcare
providers) (Januleviciute et al., 2016; Proshin et al., 2018).
In addition to the need to generate financial gains, the gains
themselves must be sizeable—at least more than any amount
initially invested to implement the measure—and quantifiable
in monetary terms ex post, if not prior to the introduction of
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the measure. The introduction of a generic drugs policy, for
example, is often accompanied by estimates of the potential
financial gains to be expected from the policy’s introduction—
estimates that are further updated during implementation (e.g.
in France, external evaluation from the government estimated
that the policy led to savings of about €10 billion between
1990-2012; Inspection générale des affaires sociales, 2012).
If the savings cannot be quantified, then it would be difficult
in practice to repurpose the savings. It is essential to know
(ex-ante) what to measure (e.g. utility cost savings, drug cost
savings, change in spending patterns by service or input, etc.).

During Europe’s 2008-2010 financial crisis, some health
systems were able to institute policy interventions to improve
efficiency that led to financial gains, despite the resource-
constrained environment. These policies included merging
health insurance funds or schemes, improving health procure-
ment mechanisms, lowering the price of medicines, cutting
excess capacity, reducing overhead, and reducing worker
salaries (e.g. the common percentage pay cut across all staff
in Ireland) (Thomson et al., 2015).

Reallocating expenditure within the health sector

Even if efficiency measures lead to financial gains, they still
may not translate into more budgetary space for health, often
because of rigidities in PFM systems Some budget struc-
tures may constrain the transformation of efficiency into
budgetary space for health more than others. An exam-
ple would be where provider payment reforms designed to
consolidate inpatient capacity (reducing the number of hos-
pital beds, buildings and utility costs) are compromised by
an input-based budget. While efficiency savings may occur
within one budgetary year (e.g. reducing number the beds),
the budget may be cut in the following years because the
number of beds has gone down. More flexible budget for-
mulation, such as through programme or output-oriented
budgets, may help ensure that gains are reallocated within the

Doing the same or more
with fewerresources

Reducing input costs through

better procurement, selective
cuts targeting excess capacity
orinflated ealariee and
cost-reducing substitution

Savings

Efficiency gains

Doing more with the same
or moreresources

Controlling spending through
capacity planning, HTA, investing
in public health and prevention,
better provider payment, skill mix
changes, eHealth and moving
care out of hospital

Doing le ss with fewer
resources

Making non-selective cuts
(especially if cuts are large or
sustained), cuts to public health
services and cutsto low wages

No savings

Doing less withthe same
or moreresources

Making cuts that resultin cost-
increasing substitution, access
barriers and unmet need

Inefficiencies

Figure 2. Matching efficiency measures to financial gains.
Source: Adapted from Thomson et al. (2015).
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sector for other spending purposes (Barroy et al., 2018). Bud-
get caps and spending ceilings set at the provider level may
also constrain reallocation and potential savings. By retaining
the savings generated within the sector (e.g. savings generated
by a reduction in utility costs) and by giving providers greater
autonomy over the use of savings, funds can be more easily
reprogrammed towards priority needs (Kutzin et al., 2010).

A key question within the health sector is who should have
the ability to retain and reinvest financial gains. To trans-
form savings into greater budgetary space, both providers
and purchasers need greater flexibility. With more financial
autonomy, purchasers could reallocate savings across services
and providers, and providers could reallocate resources across
budget lines and retain a portion to be used as needed (Kutzin
et al., 2010; Piatti et al., 2020). Allowing providers to retain
some financial gains and reallocate them in a flexible man-
ner creates an ongoing incentive for providers to use the right
mix of inputs to generate efficiency gains and financial gains,
now and in future. In such a scenario, efficiency and budget
expansion goals would be pursued jointly. In systems with a
separate purchaser—an entity that purchases health-care ser-
vices on behalf of specific population groups or the general
population—the management of financial gains may accrue
to the purchaser who might then be empowered to retain and
reallocate savings more effectively (Mathauer et al., 2019).
When a separate purchasing agent is tasked with purchasing
individual services, facility-level caps may need to be lifted to
enable reallocations across providers and make effective use
of savings.

Results

Applying the framework: three country success
stories

The above analytic framework was applied to three
countries—Lithuania, Thailand and Ethiopia—to see whether
efficiency gains translated into budgetary space for health in
practice. All three countries face different challenges, so their
choice of how and where to seek efficiency gains will natu-
rally vary. We describe each country’s efficiency intervention,
the context in which the measure was introduced, and the
extent to which it is possible to conclude if budgetary space
was generated as a result of the intervention.

Case study 1. Reducing the price of medicines in Lithuania

Lithuania was severely affected by the global financial cri-
sis of 2008, with GDP falling by nearly 15% from 2008 to
2009 (Kacevicius and Karanikolos, 2015). Between 2009—
2010, Lithuania implemented the Plan for the Improvement
of Pharmaceutical Accessibility and Price Reductions (com-
monly referred to as the Drug Plan). The plan would reduce
the price of medicines through a wide range of measures,
including through cost/volume agreements with manufactur-
ers and changes in the list of countries used for reference
pricing. The plan consisted of 28 measures and led to declines
in originator prices and costs per prescription. According to
data from the Ministry of Health, the average reimbursed
price for a prescription was €17.70 in 2009 but fell to €16.20
in 2010 and €15.4 in 2011. As a result, the National Health
Insurance Fund reported savings of €15-20 million in 2010
and 2011.

The number of prescriptions increased concurrently,
indicating greater access to medicines through the Drug Plan.
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As a result of these savings, the Health Insurance Fund was
able to expand its benefits package. In 2011, the Health Insur-
ance Fund added new medicines to the package for the treat-
ment of lung, breast, stomach and colon cancer, ischaemic
heart disease, mental and behavioural disorders, and some
other diseases.

This is an example of a reform introduced to reduce the
price of inputs leading to financial gains for a health insur-
ance fund. In this case, the health insurance fund was able
to use the savings to improve access to care and expand ben-
efits, thereby contributing to more or better health outputs.
The fund was able to achieve this result in large part because
its budget allocation is not determined on the basis of prior
year expenditures. Revenues come from health insurance con-
tributions and, largely, from state budget transfers which
follow a counter-cyclical formula that ensures resource enve-
lope stability for the purchaser, irrespective of the internal
savings achieved. The flexible financial management of the
semi-autonomous fund also enabled the internal reprogram-
ming of funds, using the financial gains generated through the
efficiency measure to expand the purchaser’s financial margin
and, ultimately, service coverage.

Case study 2. Changing the provider payment system in
Thailand

Thailand introduced a tax-based, non-contributory Universal
Coverage Scheme (UCS) in 2002 to provide health coverage
to all those not covered by the existing scheme for pri-
vate workers (Social Health Insurance, SHI) or the scheme
for civil servants (Civil Servant Medical Benefit Scheme,
CSMBS) (Evans et al., 2012; Tangcharoensathien et al.,
2018). From a service purchasing standpoint, UCS differs
from the other schemes in terms of the governance of its
purchaser—the National Health Security Office (NHSO)—
which is comparatively more autonomous as a separate pur-
chasing entity compared to the other schemes. A change in
provider payments was also introduced in 2002: the UCS
worked through per capita allocations for outpatient ser-
vices and diagnostic-related groups; it worked with a global
budget for inpatient services; and it used mixed payment
methods for health promotion and disease prevention. The
other schemes continued to function with fee-for-service reim-
bursements, which are known to sometimes contribute to
oversupply (Patcharanarumol et al., 2018).

As a result of the new purchasing strategy, the UCS gen-
erated substantial savings. Between 2012 and 20135, the cost
per UCS member was estimated, ex post, to be four times
lower than the cost per member for CSMBS, which continued
to rely on fee-for-services (around B3 000 per UCS member
versus B14 000 per CSMBS member). As an autonomous pur-
chaser, the NHSO has the financial flexibility to reallocate its
resources within the adopted budget so that gains generated
within the scheme can be reallocated to other health-related
purposes (e.g. more high-cost medicines and medical devices).

The NHSO has often used its central purchasing and bar-
gaining mandate to purchase services or devices at a lower
cost than the prices offered to providers. The financial gains
generated are systematically used to support the delivery of
all categories of care and services, including outpatient pay-
ments and high-cost care. Between 2009 and 2012, the NHSO
reduced the prices it paid for some specific medicines and
medical supplies by half (55% on average) in comparison to
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market prices (Patcharanarumol et al., 2018), which enabled
it to subsidize higher-cost care and prevention activities. In
sum, the financial flexibility provided to the NHSO enabled
it to generate internal savings and reprogramme those gains
to better serve beneficiaries through more efficient service
coverage and the delivery of lower cost services for UCS
members.

Case study 3. Task-shifting in Ethiopia
In the mid-2000s, Ethiopia introduced major reforms in
human resources for health (HRH). The aim of the reforms
was to meet rural demand for primary health care services
more efficiently and reduce the time and costs associated
with scaling up conventional health personnel. As part of the
reforms, two cadres of mid-level health professionals were
introduced: health officers and emergency surgical officers.
Some conventional medical tasks were shifted from medical
doctors to the mid-level health workers, who received less
training and had fewer qualifications. The goal was to make
more efficient use of available resources and to reduce the
wage bill, as it was significantly less expensive to train and pay
mid-level health professionals compared to medical doctors.
The task-shifting approach generated an estimated 8 million
US dollars in savings per year (Alebachew and Waddington,
2015). The reforms also included the creation of a new cadre
of salaried community health workers tasked with delivering a
package of services related to basic health and environmental
sanitation, disease prevention and control, family health, and
health education (Teklehaimanot and Teklehaimanot, 2013;
Bilal et al., 2011). The financial gains associated with this sec-
ond measure are estimated at 20 million US dollars per year
(Alebachew and Waddington, 2015; Yip and Hafez, 2015).
When the HRH efficiency measures were introduced, it was
decided that any savings generated through the reform would
be reprogrammed to fund staff deployment. This enabled the
government to deploy about 5 000 additional health officers
and 50 000 health extension workers, and to enrol about
800 new emergency surgical officers by 2017. This is a clear
example of how a change in the mix of inputs, in this case
through task-shifting, can make more resources available for
other purposes, such as hiring additional health workers to
deliver a wider range of health services. Ethiopia was able to
realize these gains thanks to the stability of the health sector
budget, the ability to flexibly reprogramme resources within
the sector, and the implementation of consistent reallocation
rules to generate more outputs.

Discussion

How to apply the analytical approach to other
settings?

The Lithuania, Thailand and Ethiopia case studies high-
light how countries can translate efficiency gains into more
budgetary space for health if they can meet the three con-
ditions described in the assessment framework. The dis-
cussion which follows highlights key findings from these
country examples and illustrates what might happen when
the three enabling conditions are not met, particularly in
situations where it is unclear whether there are financial
gains resulting from efficiency interventions and where PFM
rules do not allow the health sector to retain and reinvest
savings.
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All three countries targeted health system inputs to expand
budgetary space. In Lithuania and Thailand, they reduced
prices for medicines and supplies; in Ethiopia, task-shifting
lowered the wage bill. All measures were introduced with
a specific efficiency goal in mind, either for the sector as a
whole (Ethiopia), the sole purchaser (Lithuania) or for one of
the financing schemes (Thailand). Lithuania implemented the
intervention over a short period of time, while Ethiopia and
Thailand implemented theirs over a medium-term time frame.

Each country also achieved substantial financial gains
through their targeted policy measures. Lithuania saved 20
million euros per year, Ethiopia saved 20 million US dollars
per year, and Thailand saved more than 300 US dollars per
UCS beneficiary per year. The cost savings in Lithuania were
actual and immediate, following the negotiations with phar-
maceutical companies. In Ethiopia, the gains took longer to
appear as it took time to train the new cadres of mid-level
health professionals and emergency surgical officers (i.e. three
to four years).

Not every country who implements similar efficiency mea-
sures achieves the same level of success, often because the
overall efficiency gains are diluted within the budget, mak-
ing it difficult to assess whether efficiency gains translate into
financial gains and ultimately preventing the savings from
being repurposed. In Gabon, for example, different schemes
were merged into a large umbrella fund (Caisse Nationale
d’Assurance Maladie et de Garantie Sociale) to reduce admin-
istrative costs and harmonize benefits. However, associated
savings were difficult to identify due to escalating expendi-
tures that occurred in the absence of a strategic purchasing
policy for provider payments who relied mostly on fee-for-
service payments (Aboubacar et al., 2020; Saleh er al., 2014).
In Ghana, a Community-Based Health Planning and Services
(CHPS) programme was introduced to improve access to care
in underserved communities. The programme created new
health centres (known as CHPS compounds) that provide
basic health care at a lower cost than the same care delivered
in hospitals. Unfortunately, no concurrent gatekeeping mea-
sures were introduced to encourage patients to seek care first
at the health centres. The result was a marginal change in the
patient pathway and an increase in overall expenditure for the
Ghana Health Service, since more people were accessing ser-
vices (Nyonator et al., 2005). No observable financial gains
were generated through the intervention over a medium-term
period. Indeed, in our collective experience, we find the exam-
ples from Gabon and Ghana may be the norm rather than the
exception, with a high likelihood that efficiency measures will
generate limited or unidentifiable financial gains.

Rules governing PFM can also complicate the transforma-
tion of efficiency gains into expanded budgetary space for
health. In Lithuania and Thailand, the autonomy of the pur-
chaser and its separate budget allowed savings to be kept and
reprogrammed. In Thailand, savings by UCS were managed
at the purchaser level, which translated into improved ser-
vice coverage for the beneficiaries of the scheme. In Ethiopia,
gains were kept within the health ministry’s resource envelope
and redeployed to support newly trained staff for facilities. In
this case, the savings were reallocated within the same bud-
get line (i.e. personnel costs). It may have been harder to shift
resources to another line item, for example moving alloca-
tions from capital costs to personnel expenditure, which is
not allowed under most PFM laws.
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When budgets are rigid in structure and in their appro-
priation rules, it may not possible to reprogramme savings
within a sector’s budget (Barroy et al., 2018). Indeed, one may
even argue that the financial gains resulting from improved
efficiency should not necessarily stay within the health sector
in the first place. If all sectors retained their efficiency savings,
it would be impossible to reallocate resources across sectors in
a national emergency. At the same time, allowing the health
sector to keep and reinvest its efficiency gains provides strong
incentives for the sector to continuously improve efficiency
and ultimately improve health system performance. Flexible
PFM at a central, purchaser or provider level can allow sav-
ings to be used within the health sector, either by reallocating
resources to other priority areas or by increasing the volume
or quality of the services that are more efficiently delivered,
thus addressing unmet needs.

Conclusion

Efficiency gains can be translated into budgetary space for
health, but it is not a given. Well-designed efficiency interven-
tions that target health system inputs may generate financial
gains, but these gains do not always lead to expanded budget
for the health sector, especially in a system with rigid PFM
rules. Only flexible PFM at a central, purchaser and provider
level can allow savings to be kept and repurposed within the
sector.

In this article we have retrospectively applied a framework
to assess experiences with efficiency interventions in Lithua-
nia, Thailand and Ethiopia. Moving forward, policymakers
are invited to use the approach and consider its three enabling
conditions a priori to ensure that new efficiency interven-
tions eventually transform into expanded budgetary space
for health. Using efficiency gains as a lever to increase the
budget available for health is an important opportunity that
could help all countries—especially low- and middle-income
countries—recover from the effects of COVID-19, prepare
for the impact of future pandemics and progress towards
universal health coverage.
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