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Problem The challenge of implementing contributory health insurance among populations in the informal sector was a barrier to achieving
universal health coverage (UHC) in Thailand.

Approach UHC was a political manifesto of the 2001 election campaign. A contributory system was not a feasible option to honour the
political commitment. Given Thailand'’s fiscal capacity and the moderate amount of additional resources required, the government legislated
to use general taxation as the sole source of financing for the universal coverage scheme.

Local setting Before 2001, four public health insurance schemes covered only 70% (44.5 million) of the 63.5 million population. The health
ministry received the budget and provided medical welfare services for low-income households and publicly subsidized voluntary insurance
for the informal sector. The budgets for supply-side financing of these schemes were based on historical figures which were inadequate to
respond to health needs. The finance ministry used its discretionary power in budget allocation decisions.

Relevant changes Tax became the sole source of financing the universal coverage scheme. Transparency, multistakeholder engagement
and use of evidence informed budgetary negotiations. Adequate funding for UHC was achieved, providing access to services and financial
protection for vulnerable populations. Out-of-pocket expenditure, medical impoverishment and catastrophic health spending among
households decreased between 2000 and 2015.

Lessons learnt Domestic government health expenditure, strong political commitment and historical precedence of the tax-financed
medical welfare scheme were key to achieving UHC in Thailand. Using evidence secures adequate resources, promotes transparency and
limits discretionary decision-making in budget allocation.

Abstractsin ( ,<, H13Z, Francais, Pycckuii and Espafiol at the end of each article.

Introduction

Though there are several approaches to financing universal
health coverage (UHC), tax-based schemes have been advo-
cated by the World Health Organization and international
development partners. Taxation can be a progressive method
of raising government funds for health (when richer people
pay more than poorer people) and has lower administrative
costs and is more feasible than contributory health insurance
schemes.! The challenge of enforcing mandatory insurance
premiums for health care among populations in the informal
sector is a major barrier to achieving UHC.?

Increasing domestic tax revenue is especially important
for achieving UHC in countries with low tax bases. For each
100 United States dollars (US$) per capita annual increase in
tax revenue results in a US$ 9.86 increase (95% confidence
interval, CI: 3.92-15.8) in government spending on health.’
Here we report how historical precedence and the political
situation in Thailand paved the way for taxation as the sole
source of financing for the universal coverage scheme.

Local setting

Thailand’s medical welfare scheme for low-income households
was launched in 1975 and later extended to cover elderly
people, children younger than 12 years and disabled people.
The voluntary health card scheme, launched in 1984 for
non-poor households in the informal sector, was financed by
premium contributions. Aiming to increase coverage, in 1994
the government began subsidizing 50% of the premiums.* In
1980, the government legislated regulation on the civil servant

medical benefit scheme as a non-contributory tax-funded
scheme to cover government officers, pensioners and their
dependents. Social health insurance, legislated in 1990 for
private sector employees, was financed through payroll tax
with equal contributions from employers, employees and the
government. Financing social health insurance was catego-
rized as public financing.*

There were three budgetary challenges to these schemes.
First, budget allocation to the medical welfare scheme and
voluntary health insurance was based on historical figures with
minimal annual increases. The per capita budget support to the
medical welfare scheme increased from 225 Thai baht (THB)
in 1995° to 273 THB in 2001 (the conversion rate was US$ 1
at 30.3 THB in 2019). Subsidies to voluntary health insurance
were 500 THB per household of four members, equivalent to
125 THB per capita. The budget was inadequate and did not
reflect the total cost of health care provision, leaving the short-
falls to be borne by out-of-pocket payments from the members.
In 2000, out-of-pocket payments were 34.2% (US$ 21.2) of the
current health expenditure of US$ 62 per capita. The incidence
of medical impoverishment was 2.0% (0.32 million out of
16.1 million households) and of catastrophic health spending
(>10% of total household expenditure) was 5.7% (0.92 million
households; Fig. 1).

Second, the finance ministry was responsible for allocat-
ing health service budgets to health ministry-owned facilities
at sub-district, district and provincial levels. The allocation
applied incremental increases, and was often decided by the
discretionary powers of the finance ministry, particularly on
the capital budget. The finance ministry was responsible for
reviewing all competing budget proposals against government
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priorities and submitting budget ceilings
for the prime minister’s approval. The
finance ministry was therefore able to
influence final decisions on the ministe-
rial budget ceiling.’

Third, these multiple budget flows
to health facilities confused account-
ability among the health facilities (the
recipients of funds), the four health
insurance funds, the health ministry and
the citizens (the taxpayers).

Approaches

UHC was a part of the political manifesto
of the Thai Rak Thai party, who were able
to form a coalition government in 2001.%
Prior to the election, discussions within
the party were in favour of collecting
100 THB monthly premiums from the
uninsured. However, for several reasons,
the proposal was withdrawn a few weeks
before the election.’

First, a financial analysis showed
that combining all existing budget
streams (health ministry annual budget,
medical welfare scheme and voluntary
health insurance scheme) would re-
quire a moderate additional budget to
implement a non-contributory scheme
and this amount was within the prime
minister’s power to mobilize."" Second,
the voluntary health insurance scheme
had adverse selection of members, be-
cause healthy people did not join and
the high proportion of sick members
undermined the financial viability of
the scheme.'® Third, collecting and
enforcing premium payments among
those working in the informal sector
with erratic and seasonal incomes was
politically and technically difficult.
Failure of people to contribute would
interrupt their membership and hinder
access to care.

Opposition parties in parliament
raised concerns that tax revenues for
health should not benefit richer people
who were able to pay their own medical
bills. Civil society organizations rejected
this argument by highlighting that an
entitlement to public health services,
even for the rich, was enshrined by Ar-
ticle 52 of the 1997 Thai Constitution."
However, some university academics
preferred premium contributions, argu-
ing that a tax-financed scheme might be
jeopardized by changing government
policies and funding interruptions.
These criticisms did not change the
government’s decision to use taxation,
an outcome which could be explained
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Fig. 1. Incidence of catastrophic health expenditure and household impoverishment,

Thailand, 1990-2015

8.0 7

6.0

%

40+

20 4

T 1 T T T T T T T T T T T T T T T 1
1990 1992 1994 1996 1998 2000 2002 2004 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Year

—&— |ncidence of household's impoverishment
—O— Households with catastrophic health expenditure

Source: Authors'analysis using socioeconomic surveys conducted by Thailand's National Statistical
Office, 1990-2015. Data used for the calculation of catastrophic health expenditure and household
impoverishment are available in the authors'data repository.®

by stakeholder theory.”? In this case,
the Thai Rak Thai party qualified as the
dominant stakeholder. The party had
constitutional legitimacy because UHC
endorses the right to health for everyone.
The party also had both legislative power
through a majority in parliament and
executive power to mobilize additional
budgets. The policy on UHC was socially
acceptable and a matter of urgency as a
political promise to implement within
a year. With the combination of power,
legitimacy and urgency, the party be-
came the definitive stakeholder and
was in position to win over opponent
stakeholders. Ultimately, the universal
coverage scheme was designed to be
financed wholly by general taxation and
this was legislated into Article 39(1) of
the 2002 National Health Security Act."”

An advantage was that health-care
providers, one of the key stakeholders,
did not oppose the reform. The over-
all budget for the universal coverage
scheme increased substantially from
the 273 and 125 THB per capita (total
population for medical welfare: 18.4
million) and voluntary health insurance
scheme (total population: 14.9 million)
in 2001 to 1202 THB per capita universal
coverage scheme member in 2002.

In 2001, the budget allocation to the
health ministry for publicly-financed
health services was 26.5 billion THB. The
total resources required for a universal
coverage scheme was estimated based
on 1202 THB" per capita multiplied by
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47 million universal coverage scheme
members, equivalent to 56.5 billion THB.
The additional budget, 30 billion THB (a
funding gap of between 56.5 and 26.5 bil-
lion THB), was within the capacity of the
prime minister to mobilize. To prevent
double funding to public health facilities,
the supply-side budget was terminated
and included in annual budgets of the
universal coverage scheme.

The government has adopted the
principle of per capita budgeting for the
scheme. The annual per capita budget
was the product of the related unit cost of
services and quantity of services provided
as measured by utilization rates. The total
budget requested to the government,
through the finance ministry, was the
product of per capita budget and the total
number of universal coverage scheme
members. Budgetary process, based on
objective evidence, was managed by a
multistakeholder subcommittee, which
prevented the use of discretionary power
by the finance ministry.

Relevant changes

All Thai citizens were entitled to one of
three non-competing public schemes.
The newly implemented universal cov-
erage scheme covered the population
who were not beneficiaries of the exist-
ing schemes. Individuals’ enrolment
into health insurance schemes were
automatically switched based on the
changes in their eligibility status, such
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Table 1. Relevant changes in health care before and after introduction of the universal
coverage scheme in Thailand in 2002

Relevant changes

Before universal coverage
scheme in 2001

After universal coverage
scheme in 2016

Population coverage

Budgetary process

Governance and
relationships between
providers and funding
agencies

Financial protection

Current health expenditure,
THB millions

General government
expenditure, THB millions

Out-of-pocket expenditure,
THB millions (% of current
health expenditure)

Domestic general
government health
expenditure, THB millions
(% of general government
expenditure)

Domestic general
government health
expenditure, THB millions
(% of current health
expenditure)

Only 70% (44.5 out of

63.5 million) of the Thai
population were covered
by many fragmented health
schemes

Parallel funding, with

annual supply-side budget
allocation and funding for
the medical welfare and
voluntary insurance schemes

Historical incremental budget
increases

Full cost of services for
the two schemes was not
reflected in government
budgets

Budget allocation was at
the discretion of the finance
ministry

In a public integrated model
whereby the health ministry
played both financing- and
service-provision roles for
the medical welfare and
voluntary insurance schemes

16175241
801690.44

54977.39 (33.9)

88987.64 (11.1)

88987.64 (55.0)

More than 99% (68.2 out

of 68.9 million) of the Thai
population were covered by
the three main public health
schemes. The new scheme
covers the majority, about
51.7 million (75%) of the
population

Termination of supply-side
budget allocation

Full cost subsidies to a
comprehensive package

Evidence-based budget
estimates are based on
service utilization rates and
unit costs

Multistakeholder financing
subcommittee ensures
transparency and limited
room for discretion by the
finance ministry

Splitting the role of purchaser
and provider, the health
ministry maintains a service-
provision role, National
Health Security Office, which
manages the new scheme,
is responsible for strategic
purchasing function

54773515
2737009.17

62144.05 (11.3)

41602539 (15.2)

416025.39 (76.0)

THB: Thai baht.

Note: the conversion rate in 2019 was 1 United States dollars at 30.3 THB

Source: Financial protection data are from the National Health Account of Thailand, 2019.”

as age and employment. For example,
children of civil servant medical benefit
scheme members would be entitled to
the universal coverage scheme as soon
as they turned 20 years old; universal
coverage scheme members who became
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employed by the private sector would be
automatically enrolled into payroll-tax
financed social health insurance.

The universal coverage scheme of-
fered a comprehensive benefit package
inclusive of outpatient, inpatient and
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emergency care, high-cost care, dental
services, health promotion and disease
prevention, and all medicines in the
national list of essential medicines.
Closed-end provider payments were
adopted, notably capitation and diag-
nostic-related groups, and these meth-
ods improved efficiency and contained
costs. A primary-care gate-keeping
system was also adopted.* Copayments
of US$ 1 per visit or per admission (later
copayment was ended in 2008) boosted
financial protection. Out-of-pocket pay-
ments of health expenditure decreased
to 11.3% (US$ 25.2) of the current per
capita health expenditure (US$ 221.9)
in 2016."° By 2015, the incidence of
household’s medical impoverishment
had fallen to 0.3% (71 524 of 21.3 million
households) when the national poverty
line was applied and the incidence of
catastrophic health spending also de-
creased to 2.0% (427 808 of 21.3 million
households; Fig. 1).

In addition, the universal coverage
scheme had reduced the infant mortality
gaps between poorer and richer prov-
inces between 2000 and 2002 because
of increased access to health care among
the poor.'

Thailand’s UHC index in 2015 was
75 (on a scale of 0-100) with a low level
of unmet health care needs, a steady
decline in all-cause mortality between
2001-2014, and reduced inequality of
adult mortality across geographical ar-
eas.”” Engagement by multistakeholders
in the subcommittee promotes transpar-
ency of the budgetary process.”® Table 1
compares relevant changes before and
after the introduction of the scheme.

Lesson learnt

Domestic government health expendi-
ture was key towards achieving UHC
in Thailand due to the large population
working in the informal sector. Po-
litical commitment and historical pre-
cedence of tax-financed medical welfare
scheme were also important. However,
a comprehensive benefit package with
nominal copayments can significantly
reduce out-of-pocket expenditure
and improve financial protection. The
participatory use of evidence in bud-
getary processes limits discretionary
decisions by ministries and promotes
transparency and accountability. Fi-
nally, sustained political commitment
and civil society engagement are key
contributing factors (Box 1). The Thai
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universal coverage scheme has survived
two decades through rival governments
and a climate of political conflict. A
network of bureaucrats who mobilized
resources in the bureaucracy, political
parties, civil society and international
organizations helped institutionalize
the universal coverage scheme in the
face of broader professional dissent and
political conflicts.”” H
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Box 1.Summary of main lessons learnt

- Domestic government health expenditure, political commitment and a tax-financed scheme,
which promotes greater equity, were essential to achieving universal health coverage in Thailand.

- A shift from supply-side to demand-side budgeting and the use of evidence secures adequate
resources, promotes transparency, limits discretionary budget allocation and improves

accountability to citizens.

- A comprehensive benefit package can reduce out-of-pocket expenditure and improve financial

protection for the population.
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Résumé

Economie politique du régime de couverture universelle financé par I'impét en Thailande

Probléme La difficulté de mettre en ceuvre une assurance maladie
contributive dans les populations du secteur informel faisait obstacle a
la couverture sanitaire universelle (CSU) en Thailande.

Approche [ a CSU était au coeur de la campagne électorale de 2001. Pour
respecter les engagements politiques, la mise en place d'un systéme
contributif n'était pas envisageable. Compte tenu de la capacité fiscale
du pays et des ressources supplémentaires nécessaires, relativement
modérées, le gouvernement a voté le recours a l'imposition générale
comme seule source de financement du régime de couverture
universelle.

Environnement local Avant 2001, quatre régimes publics d'assurance
maladie couvraient seulement 70% (44,5 millions) de la population
(63,5 millions d'habitants). Le ministere de la Santé a recu le budget et
amis en place des services de protection médicale pour les ménages a
faible revenu ainsi qu'une assurance facultative subventionnée par I'Etat
dans le secteur informel. Les budgets de financement « coté offre » de
ces régimes reposaient sur des chiffres historiques et ne permettaient
pas de répondre aux besoins en matiere de santé. Le ministere des

Finances a usé de son pouvoir discrétionnaire pour orienter les décisions
concernant |'affectation du budget.

Changements significatifs Limpot est devenu la seule source de
financement du régime de couverture universelle. Les négociations
budgétaires ont gagné en transparence, en faisant intervenir différentes
parties prenantes et en s'appuyant sur des éléments probants. Un
financement adéquat a pu étre dégagé pour la CSU, ce qui a permis
aux populations vulnérables d'accéder a des services et de bénéficier
d'une protection financiére. Les dépenses directes, 'appauvrissement
pour raison médicale et les dépenses de santé exorbitantes des ménages
ont diminué entre 2000 et 2015.

Lecons tirées Les dépenses du gouvernement pour la santé, un
engagement politique fort ainsi que les précédents historiques du
régime de protection médicale financé par I'imp6t ont été essentiels
pour parvenirala CSUenThailande. Le recours a des éléments probants
permet d'obtenir des ressources adéquates, favorise la transparence
et limite la prise de décisions discrétionnaires concernant I'affectation
du budget.

Peslome

MNonutnyeckaa skoHOMMA ¢I/IHaHCI/IPYEMOI7I N3 HaNoroBbix I10CTyI'IJ1€HI/II7I cmcTembl BCGOGLI.IGFO OoXBaTa

yanyramm 34paBooXpaHeHnsA B TavmaHne

Mpo6nema CroXHOCTV BHEPEHMA OCHOBAHHOW Ha B3HOCAX
NPOrPamMMbl MEAVLIMHCKOIO CTPAaX0BaHWA CPeAMN Py HaCeNeHWA 8
HedopManbHOM CEKTope NPEMATCTBOBANN AOCTUKEHMIO BCeobLLero
OXBaTa yC/lyramu 34paBooxpaHeHnd B TannaHae.

Mopxop Bceobuynii oxBaT ycinyramu 3paBoOXpaHeHUa BXOAN B
NOANTUYECKMI MaHnbecT n3brpaTenbHol kamnanum 2001 rofa.
CucTema B3HOCOB He Oblina MpremMneMbIM BaPUaHTOM C TOUKM 3peHNs
BbINOHEHVIA MONUTUYECKKX 00A3aTeNbCTB. YunThiBas GUHAHCOBbIE
BO3MOXHOCTW TamnaHga v HebonbWwon obbem HeobXxoAnMbIX
LIOMOSHUTENbBHbBIX PECYPCOB, NMPABUTENBCTBO MPUHANO 3aKOH 06
MCMONb30BaHNK ObLLei CUCTeMbI HAaIOrOObNOXKeHWA B KauecTse
€AVNHCTBEHHOTO MCTOYHMKA GUHAHCMPOBAHMWA CUCTEMbI BCEOOLLETO
OxBaTa yC/lyramm 34paBoOXpaHeHNA.

MectHble ycnosua [1o 2001 roga YeTsipe CyLWecTsyoLLve MPOrpammbl
rocyapCTBEHHOIO MEANLMHCKOrO CTPaxOBaHMA OXBaTbiBany
nnwb 70% (44,5 MaH) 13 63,5 MAH HaceneHua. MUHUCTePCTBO
3APaBOOXPAHEHNS MOYYNI0 BIOXKET 1 06eCNeUnno MeanLIMHCKoe
006CNYKMBaHME N COUMANBHYIO MOMOLb CEMbAM C HU3KUM
ypOBHEM AI0XOAa U CYOCUAVPYEMYytO rOCYAapCTBOM MPOrpammy
I06POBOMBHOIO CTPAXoBaHUA ANA HedpopmanbHoro cektopa. Obbem
6l0KeTOB N1t GUHAHCUPOBAHWA aHHBIX MPOrPaMM OCHOBbBIBASICA
Ha [aHHBIX 3a Npowwsble neproabl, PUHAHCMPOBaHNE B KOTOPbIE
6bI10 HEAOCTATOYHBIM ANA YAOBNETBOPEHUA noTpebHocTe
3ApaBooxpaHeHna. MUHUCTEPCTBO GUHAHCOB BOCMOMb30BaNOCh

CBOVMY WWPOKNMM MOAHOMOUYMUAMM ANA NPUHATUA pelleHnit o
pacnpeneneHny GIoXeTHbIX CPeacTB.

OcyuiecTBNieHHble nepemeHbl EANHCTBEHHBIM MCTOYHMKOM
dUHaHCKMpoBaHMA cuCTeMbl BCeobllero oxBaTa ycayramu
30paBooxpaHeHna ctanu Hanoru. ObcyxgeHua OGoaxeTa
OCHOBbIBANIMICb Ha MHGOPMALIMOHHOW OTKPBITOCTM, Y4aCTUM MHOTX
3aMHTEPECOBAHHbBIX CTOPOH M MCMNOMb30BaHUN GaKTUYECKMX
JaHHbIX. bbino obecneyeHo aaekBaTHoe GUHAHCMPOBaHME CUCTEMBI
BCeOOLLEro 0xBaTa yCyram 34paBooXpaHeHus, obecneynsaiollee
JOCTYN K ycnyram v GUHAHCOBYIO 3aLUTy Hanbonee ya3BuMbIM
rpynnam HaceneHus. Pacxo HannyHbIX CpeacTs, OOHMLIaHNe 13-3a
PacxoAoB Ha MefoOCNyXMBaHMe 1 KaTacTpoduyeckme pacxombl
Ha MeaMUMHCKoe OBCNyMBaHMe B CeMbAX COKPATUMCh B Mepuop,
€ 2000 no 2015 rog.

BbiBoAbl BHyTpeHHMe rocyfapCTBeHHble PacxXxoAbl Ha
3ApaBOOXpaHeHwe, TBepaan NoNUTUYECKaa No3nUMA U Hannuve
NCTOPUYECKOrO MpeLiefieHTa CyLLeCTBOBaHWA GUHAHCPYeMoW 13
HaNoroBbIX MOCTYNAEHNIA CUCTEMbI MEAVLIMHCKOTO OOCYKMBaHWA 1
COLVanbHOM MOMOLLV CTanM KNtoYEBLIMA GaKTOpamM Ana AOCTUKEHMA
BCeobllero oxeaTta yCayramu 3ApaBoOXpaHeHns B TaunaHae.
Micnonb3oBaHne pakTnueckoin nHdopmaymm obecrneyvsaet
BblAENEHNE afIeKBATHBIX PECYPCOB, CMOCOBCTBYET MPO3PAYHOCTY
1N OrpaHMyMBaeT NPUHATUE AUCKPEUMNOHHbIX PELIEHNI NP
pacnpeneneHuy brogxeta.

Resumen

Economia politica del plan de cobertura universal financiado por los impuestos de Tailandia

Situacion El reto de implementar un seguro de salud contributivo
entre las poblaciones del sector informal era un obstaculo para lograr
la cobertura sanitaria universal (universal health coverage, UHC) en
Tailandia.

Enfoque La UHC fue un manifiesto politico de la campana electoral de
2001. Un sistema contributivo no era una opcién viable para cumplir el
compromiso politico. Dada la capacidad fiscal de Tailandia y la cantidad

moderada de recursos adicionales necesarios, el Gobierno legislé para
utilizar los impuestos generales como Unica fuente de financiacion del
plan de cobertura universal.

Marco regional Antes de 2001, cuatro planes de seguro de salud
publicos cubrian solo el 70 % (44,5 millones) de los 63,5 millones
de habitantes. El Ministerio de Salud recibe el presupuesto y presta
servicios de asistencia médica a los hogares de bajos ingresos y
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subsidia publicamente los seguros voluntarios para el sector informal.
Los presupuestos para la financiacion de la oferta de estos planes se
basaron en cifras histéricas que eran insuficientes para responder a
las necesidades sanitarias. El Ministerio de Hacienda utilizé su poder
discrecional en las decisiones de asignacién presupuestaria.

Cambios importantes El impuesto se convirtié en la Unica fuente
de financiacion del plan de cobertura universal. La transparencia,
la participacion de multiples partes interesadas y el uso de pruebas
informaron las negociaciones presupuestarias. Se logré una financiacion
adecuada para la UHC, proporcionando acceso a los servicios y

Lessons from the field
Thailand's tax-financed universal coverage scheme

proteccion financiera para las poblaciones vulnerables. Los gastos
de bolsillo, el empobrecimiento de los servicios médicos y el gasto
catastréfico en salud de los hogares disminuyeron entre 2000y 2015.

Lecciones aprendidas El gasto sanitario del gobierno nacional, el fuerte
compromiso politico y la precedencia histérica del plan de bienestar
médico financiado por losimpuestos fueron fundamentales para lograr
la UHC en Tailandia. El uso de pruebas asegura recursos adecuados,
promueve la transparencia y limita la toma de decisiones discrecionales
en la asignacion presupuestaria.
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