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About the Health Financing Progress 
Matrix

The Health Financing Progress Matrix (HFPM) is WHO’s standardized qualitative assessment of a country’s health 

financing system. The assessment builds on an extensive body of conceptual and empirical work and summarizes 

“what matters in health financing for Universal Health Coverage (UHC)” into nineteen desirable attributes, which 

form the basis of this assessment.

The report identifies areas of strength and weakness in Ethiopia’s current health financing system, in relation to the 

desirable attributes, and based on this recommends specific shifts in health financing policy directions, specific to 

the context of Ethiopia, which can help to accelerate progress to UHC. 

The qualitative nature of the analysis, but with supporting quantitative metrics, allows close-to-real time 

performance information to be provided to policy-makers. In addition, the structured nature of the HFPM lends 

itself to the systematic monitoring of progress in the development and implementation of health financing policies. 

Country assessments are implemented in four phases as outlined in Fig. 1; given that no primary research is required, 

assessments can be implemented within a relatively short time-period. 

Figure 1: Four phases of HFPM implementation

PHASE 1

PREPARATION

PHASE 2

CONDUCTING THE 
ASSESSMENT

PHASE 3

EXTERNAL 
REVIEW

PHASE 4

REPORT 
FINALIZATION & 

PUBLICATION



vi

Phase 2 of the HFPM consists of two stages of analysis:

•  Stage 1: a mapping of the health financing landscape consisting of a description of the key health coverage 

schemes in a country. For each, the key design elements are mapped, such as the basis for entitlement, benefits, 

and provider payment mechanisms, providing an initial picture of the extent of fragmentation in the health 

system.

•  Stage 2: a detailed assessment based on thirty-three questions of health financing policy. Each question builds 

on one or more desirable attribute of health financing and is linked to relevant intermediate objectives and the 

final goals of UHC.

Countries are using to HFPM findings and recommendations to feed into policy processes including the 

development of new health financing strategies, the review of existing strategies, and for routine monitoring of 

policy development and implementation over time. HFPM assessments also support technical alignment across 

stakeholders, both domestic and international.

Further details about the HFPM are available online: https://www.who.int/teams/health-systemsgovernance-and-

financing/health-financing/diagnostics/health- financing-progress-matrix

https://www.who.int/teams/health-systemsgovernance-and-financing/health-financing/diagnostics/health- financing-progress-matrix
https://www.who.int/teams/health-systemsgovernance-and-financing/health-financing/diagnostics/health- financing-progress-matrix
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About this report

This report provides a concise summary of the Health Financing Progress Matrix assessment in Ethiopia, identifying 

strengths and weaknesses in the health financing system, and priority areas of health financing which need to 

be addressed to drive progress towards UHC. Findings are presented in several different summary tables, based 

on the seven assessment areas, and the nineteen desirable attributes of health financing. By focusing both on 

the current situation, as well as priority directions for future reforms, this report provides an agenda for priority 

analytical work and related technical support. The latest information on Ethiopia’s performance in terms of Universal 

Health Coverage (UHC) and key health expenditure indicators, are also presented. Detailed responses to individual 

questions are available on the WHO HFPM database of country assessments or upon request. 

This assessment is a living document and is circulated for further feedback and comments; it can also form the basis 

of annual updates for monitoring purposes.
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Methodology and timeline

WHO Headquarters and WHO Regional Office for Africa invited the WHO Ethiopia Country Office to conduct the 

assessment as part of field testing of version 1.0.

The WHO consultant/staff deployed at Ministry of Health/HEFA works and supports the Ministry of Health closely 

and agreed verbally to conduct the assessment mid-late 2019. The assessment was conducted over a 4-month 

period, end of 2019 through 2020. After a hiatus during the COVID outbreak, stakeholders including the Ministry of 

Health, Ministry of Finance and the Health Insurance Agency were convened for a two-day workshop at the Adulala 

Resort, Bishoftu, to review and validate the assessment, and update information where necessary; a separate report 

on this workshop is available together with a blog here. Further updates to the assessment were made throughout 

2022.

Ethiopia has designed a new HCF strategy and Health Sector Transformation plan for the next five years; the results 

of the Health Financing Progress Matrix provide an important baseline in relation to these documents and will 

continue to be part of the annual national health care financing (HCF) policy dialogue in the future.

It is proposed that the process continues via the Ministry of Health (Ministry of Health) given that the National HF 

TWG is coordinated and chaired by Partnership Cooperation Directorate (PCD) MOH. The HF TWG is composed 

of major players in government and development partners including the WHO Country Office that are actively 

working on health financing.

https://p4h.world/en/news/ethiopia-first-country-pilot-latest-version-whos-health-financing-progress-matrix-hfpm
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Ethiopia UHC performance

SDG indicator 3.8.1 relates to the coverage of essential services and is defined as the average coverage of essential 

services based on tracer interventions that include reproductive, maternal, newborn and child health, infectious 

diseases, non-communicable diseases and service capacity and access (World Health Organization, 2021). The 

service coverage index is a score between 0 and 100, which in Ethiopia has doubled since 2000.

Figure 2: Service coverage index trend in Ethiopia 2000-2019

Source: Global Health Observatory 2021 (https://www.who.int/data/gho/data/themes/topics/service-coverage)

For some service components of the index, it is possible to obtain disaggregated information, as shown in Figure 3, 

to get a picture of inequalities in access, which have decreased over time.

Source: https://apps.who.int/gho/data/node.imr
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Figure 3: Antenatal care and DPT3 coverage by quintile in 2019
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SDG indicator 3.8.2 relates to financial protection, measured in terms of catastrophic spending, and defined as the 

“Proportion of the population with large household expenditure on health as a share of total household expenditure 

or income”. Large is defined using two thresholds first greater than 10% of the household budget and secondly 

greater than 25% of the household budget. 

Figure 4: Trend in catastrophic health spending in Ethiopia 1999-2015

Source: https://www.who.int/data/gho/data/indicators/indicator-details/GHO/
population-with-household-expenditures-on-health-greater-than-10-of-total-household-expenditure-or-income-(sdg-3-8-2)-(-) 

Whilst not an official SDG indicator, an additional measure of financial protection looks at health spending which 

leads to impoverishment. Some people (the poor and the near poor in particular) are not able to spend more 

than 10% of their household budget on health. Indicators of impoverishing health spending are defined as the 

proportion of the population pushed and further pushed into extreme poverty (living with less than PPP$1.90 a day 

person) by out-of-pocket health spending.
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https://www.who.int/data/gho/data/indicators/indicator-details/GHO/population-with-household-expenditures-on-health-greater-than-10-of-total-household-expenditure-or-income-(sdg-3-8-2)-(-)
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Figure 5: Impoverishing out of pocket health spending in Ethiopia 1999-2015

Note: Those living in households already below the poverty line before incurring health out-of-pocket payments are considered further 
impoverished.

Source: https://apps.who.int/gho/data/node.main.UHCFINANCIALPROTECTION02?lang=en
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Policy process and governance
Desirable 
attribute GV1

Health financing policies are guided by UHC goals, take a system-wide perspective, and prioritize and sequence strategies 
for both individual and population-based services

Key areas of 
strength and 
weakness in 
Ethiopia

Ethiopia has developed separate national health financing strategy documents to match with national policy frameworks in two 
rounds in 1998 and 2017. Since 1999, the Health Financing Strategy (HFS) has been linked to and evaluated through extensive diagnosis 
and assessment of the health financing system. Some structures and plans are directly accountable for the implementation of health 
financing strategy interventions. Although there is strong leadership and coordination in the sector as a whole, there are deficits at 
different levels in terms of leadership and coordination to achieve health financing goals, due to the different challenges to the facilities 
and institutions’ governing body processes.

Recommended 
priority actions

Well-organized implementation plans should be developed at all levels of the health system to strengthen capacity to analyze health 
financing requirements, implement new strategies, and monitor and evaluate progress in health financing policy implementation.

Desirable 
attribute GV2

 
There is transparent, financial and non-financial accountability, in relation to public spending on health

Key areas of 
strength and 
weakness in 
Ethiopia

The Minister of Health chairs the National and Sub-National (Regional Health Bureau) Joint Steering Committee, which meets every 
two months. It aims to facilitate the efficient and effective implementation of health sector plan priorities, including health financing. 
Although the federal and the regional counterparts of the Ministry of Finance, namely the Bureau of Finance and Development 
Cooperation, collect the annual expenditure of their respective regions to conduct systematic expenditure tracking, there is a delay in 
publishing the public financial report. Furthermore, the public financial report does not reflect the linkage between performance and 
health sector priorities and the level of resources.

Recommended 
priority actions

No specific recommendations

Desirable 
attribute GV3

International evidence and system-wide data and evaluations are actively used to inform implementation and policy 
adjustments

Key areas of 
strength and 
weakness in 
Ethiopia

The Federal Government of Ethiopia has been using the Macro-economic/fiscal framework (MEFF) since 1996/97 to set budget ceilings 
for regions and federal bureaux. The macroeconomic and fiscal framework are developed, with final decisions made by the Council of 
Ministers and although data from national health accounts, public expenditure reviews and others are regularly produced, shared online 
and disseminated, data for other health financing functions e.g., regarding pooling, benefits, and purchasing of health services is less 
regularly monitored, and not used to inform policy development.

Recommended 
priority actions

•  Ethiopia’s health system has experienced many positive developments but is also becoming more complex and diverse. This vision 
and strategy can incorporate estimates of possible resource mobilization scenarios over this period, reflecting the effects of economic 
growth and social development and possible changes in the external resource mobilization scenario in the future.

•  The monitoring and evaluation of the health care financing strategy implementation should be considered as an integral part of the 
national regular performance reviews and other monitoring and evaluation undertakings.

Revenue raising
Desirable 
attribute RR1 Health expenditure is based predominantly on public/compulsory funding sources

Key areas of 
strength and 
weakness in 
Ethiopia

The general tax system has some elements of progressiveness: taxes collected from individuals are highly progressive, such as 
taxes on employment and business income, which range from 0% to 35% of taxable income. However, most domestic tax revenues come 
from other sources, namely VAT (15% standard rate) and a flat rate corporate tax (30% standard rate), representing 54% and 33% of total 
domestic tax revenue respectively.

Financing for health is predominantly regressive: the health system continues to rely on OOPs and external funding, representing 
circa one-third of total health expenditure respectively. While indigent households benefit from a CBHI premium waiver, for remaining 
households CBHI premiums are set at a flat rate which is the same for all in the district. SHI, once launched, will be financed by 
proportional matching contributions from employees and employers. The percentage of total government recurrent expenditure 
allocated to health is low at 4.8% and has remained fairly constant over the past decade.

The government’s policy orientation as outlined in the revised HCFS is to gradually substitute donor funding with 
domestic funding. Strategic initiatives to achieving this include increasing the government budget allocation for health and scaling up 
CBHI and SHI.

Recommended 
priority actions

Global evidence has shown that greater reliance on public funding (mandatory and pre-paid) sources is closely associated with better 
performance on UHC. Shifting away from reliance on OOP payments, donor funding and voluntary contributions, and towards an 
increasing role of government health budgets would help to make health financing more equitable and sustainable as Ethiopia 
graduates to middle-income status. While CBHI schemes have the potential to raise some additional resources for health, evidence show 
that resource generation is limited in most models of CBHI. Few countries have managed to make significant progress towards UHC 
without increasing general budget allocations. Setting the CBHI premiums based on ability to pay could help make the health financing 
system more equitable.

Summary of findings and recommendations 
by desirable attributes of health financing
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Revenue raising
Desirable 
attribute RR2 The level of public (and external) funding is predictable over a period of years

Key areas of 
strength and 
weakness in 
Ethiopia

The Treasury is responsible for preparing the three-year rolling Macro Economic and Fiscal Framework (MEFF), which generates 
macro-economic and government revenue forecasts and is used to the set expenditure targets. A fiscal space analysis for the health 
sector was conducted as part of the development of the five-year Health Sector Transformation Plan (HSTP II). The analysis showed 
significant funding gaps even in the “business as usual” scenario, indicating uncertainty over future funding to fully implement the HTSP 
II. External sources channeled through Ministry of Health (Channel 2) was close to 550 million USD in 2017/18 (compared to 300 
million USD channeled through implementing partners), of this over 150 million USD was channeled through the SDG Performance Fund.

Recommended 
priority actions

Increasing unearmarked donor funding channeled through the SDG Performance Fund or other domestic financing mechanisms can 
improve predictability in the short to medium term. Addressing some of the PFM issues highlighted by multiple reports can help make 
the case for this. Predictability can be further improved by strengthening the links between the MEFF and multi-year health 
sector strategic plans and the annual budgets and activity plans at federal and sub-national level, ensuring that these are 
aligned and building on realistic multi-year projections of public revenues. In the long term, an approach such as the MTEF can help to 
strengthen and formalize the overall multi-year perspective in fiscal planning, expenditure policy and budgeting, with potential benefits 
for the health sector and beyond.

Desirable 
attribute RR3 The flow of public (and external) funds is stable and budget execution is high

Key areas of 
strength and 
weakness in 
Ethiopia

Overall health budget utilization is generally high, ranging between 76% and 95% from 2005/06 to 2016/17. However, the rates are 
generally lower for the SDG performance Fund, for capital and non-salary spending at the regional level. In particular, the 
predictability of, and access to, resources at the sub-national level has been identified as a major recurring problem. These challenges in 
budget execution are due to a combination of factors, including a top-down approach to budgeting, capacity limitation in procurement 
and infrastructure project management, and inaccurate cash flow projections. While the regions in theory have full control over their 
planning and budgeting, in practice budgets and plans are linked to national plans and goals set by the federal government, which 
limits the region’s ability to plan and allocate resources. CBHI claims management is mainly paper-based with a limited degree of 
automation, which often lead to delays in payments.

Recommended 
priority actions

While budget execution is in general high, there is room for improvement particularly for the SDG Performance Fund, for capital spending 
and at the sub-national level. There is a need to better understand PFM and procurement bottlenecks and capacity issues that drive low 
execution rates in these areas. Investments to improve the accuracy of cash flow projections and shifting towards digital insurance claims 
management can lead to further improvements, particularly for the sub-national level and for health facilities.

Desirable 
attribute RR4 Fiscal measures are in place that create incentives for healthier behavior by individuals and firms

Key areas of 
strength and 
weakness in 
Ethiopia

Ethiopia has received several international awards recognizing the government’s leadership and efforts in tobacco control, including 
the use of fiscal measure in line international guidance. The House of Peoples Representatives approved a major tobacco taxation 
policy change as part of the new excise tax proclamation in February 2020, leading to the adoption of a mixed system for tobacco 
products (a specific rate of 8 Ethiopian Birr per pack of cigarettes alongside with a 30% ad valorem tax on the production cost). The 
proclamation also introduced an increase in exercise tax on alcoholic beverages (mixed system), soft drinks (ad valorum) and bottled 
water (ad valorum). In 2008, Ethiopia removed all its fossil fuel subsidies, which had previously amounted to more than $600 million 
a year.

Recommended 
priority actions

Critical progress has been made in the use of fiscal measures to reduce consumption of unhealthy products. Going forward, it is 
important to monitor the impact on consumption, revenues, and illicit trade, to inform any necessary adjustments in design and 
implementation, and to respond to the criticism that the industry has levied against the government.

Pooling revenues
Desirable 
attribute PR1

Pooling structure and mechanisms across the health system enhance the potential to redistribute available prepaid 
funds

Key areas of 
strength and 
weakness in 
Ethiopia

There are multiple mechanisms for intra-governmental transfers of pooled donor funds and government budgets. The 
distribution of these funds is equity-oriented, focusing on PHC expansion, fee-waivers for the poor and providing coverage to the 
informal sector via the CBHI. Donor and government funding are pooled and allocated via the federal block grant (FBG) based on a 
general resource allocation formula which takes into consideration population size and the resource needs of major pro-poor sectors, 
including health (Channel 1). Complementary to this, the SDG Performance Fund pools donor funding for health and is used to fill gaps 
in service provision once available resources from other funding sources are known. CBHI schemes are pooled and managed at 
the district level. There is limited risk-sharing between schemes and many schemes are financially unstable. The government plans to 
introduce several measures to improve the current pooling structure, including making the CBHI mandatory; moving pooling of the CBHI 
schemes to a higher level; launching a mandatory SHI scheme which will be gradually merged with the CBHI schemes.

Recommended 
priority actions

Implementing the planned changes to the CBHI design, such as mandatory membership and higher-level pooling, can lead to more 
effective risk-sharing, but also improves the efficiency and sustainability of the schemes by leveraging economies of scale. When the SHI 
scheme is launched, there will be a need to carefully design and implement mechanisms for risk-pooling and redistribution between 
CBHI and SHI schemes, avoiding the common pitfalls of introducing separate schemes for different sub-populations. Allocating more 
unearmarked donor funding to be managed by the treasury, by the Ministry of Health and sub-national governments (Channel 1 and 
Channel 2) would also help to de-fragmentize funding channels.
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Pooling revenues
Desirable 
attribute PR2 Health system and financing functions are integrated or coordinated across schemes and programmes

Key areas of 
strength and 
weakness in 
Ethiopia

Government leadership has resulted in a well-integrated and coordinated health system as envisioned in the concept of “One Plan, 
One Budget, one report”, even though there are areas of improvement. Coordination challenges exist between government entities 
responsible for policy development (Ministry of Health, HIA) and those responsible for implementation (sub-national health bureaux). 
The HIA has the overall responsibility to implement an integrated health insurance system. They are currently revising the CBHI benefit 
package, coordinating with the Ministry of Health to ensure alignment with the Essential Health Service Package (EHSP), which stipulates 
a minimum level of benefits, and other health programmes. Each CBHI scheme manages its own health insurance information 
system, creating silos between insurance data and routine health information collected via the Health Information Management 
System (HMIS). Some duplication exists in terms of overlapping target populations, e.g. indigents can benefit from fee-waiver and from 
subsidies to cover their CBHI premium. Provider payments mechanisms are generally coherent and coordinated: the government budget 
funds fixed costs, e.g. salaries; costs for drugs and diagnostics etc. are covered by user-fees or the CBHI reimbursements according to the 
same fee schedule.

Recommended 
priority actions

The revised Health Harmonization Manual (HHM) from 2020 outlines a framework for more effective coordination and alignment of 
programmes within the health sector. Full implementation of the HHM with support from donors, implementing partners and other 
important stakeholders will help to create a more integrated health system. Ongoing efforts to digitalize and render the different health 
information systems more interoperable could improve the health system’s ability for data-driven decision-making and M&E.

Purchasing health services
Desirable 
attribute PS1 Resource allocation to providers reflects population health needs, provider performance, or a combination

Key areas of 
strength and 
weakness in 
Ethiopia

The basis for resource allocation to (public) providers is based on the following: input-based budgeting which uses facility norms 
and as a result the same level of health facility receives similar levels of resources; and user-fees or fee-for-service, which reflects 
service utilization but does not promote preventive services and does not address the health needs of those not seeking care due the 
resulting financial barriers. The government relies primarily on managerial mechanisms and performance monitoring and planning, 
such as the annual planning process, to improve service coverage and quality. Provider-level data is collected via DHS2 and the CBHI 
claims management system. However, the use of this data to make purchasing decisions is limited. While CBHI clinical audits 
include assessments based on Standards Operating Procedures (SOPs), there is limited follow-up action when problems are detected. A 
performance-based financing mechanism based on quality of care and maternal and child health service delivery has been 
piloted and is a mechanism that can help strengthen the link with provider performance.

Recommended 
priority actions

The current basis for allocating resources can be modified to further promote population health, efficiency, equity, and quality. 
Developing the current input-based budgeting approach to consider indicators of need (such as mortality rate, poverty rate, etc.) is 
recommended. Addressing barriers to care would also help ensure that resources are allocated according to the health needs of the 
population.

Desirable 
attribute PS2 Purchasing arrangements are tailored in support of service delivery objectives

Key areas of 
strength and 
weakness in 
Ethiopia

Under current purchasing arrangements, public providers are automatically included and funded based on primarily line-item 
budgeting, user fees and fee-for-service, with no explicit financial incentives promoting efficiency, service quality or better 
coordination. Ethiopia’s UHC service coverage index score of 39 is below the regional average (SSA: 46) and indicates gaps in essential 
services provision. Hospitals and health posts have financial autonomy over its internal revenues, generated e.g. from user-fees, 
CBHI reimbursements and private hospital wings. Their governing boards that evaluate the utilization of funding. The use of internal 
and external auditors further contributes to financial accountability.

Recommended 
priority actions

Giving health facilities further autonomy over their budgets should be explored, balanced with the strengthening of health facility 
governance structures and monitoring systems to ensure accountability. This includes improving how health insurance data and other 
routine health information is collected and used to monitor provider behavior and outcomes, from a purchaser and system wide 
perspective. In addition, purchasing agencies need to be empowered to be able to detect poor service quality and other issues, and to 
establish necessary consequences and feedback to providers.
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Purchasing health services
Desirable 
attribute PS3 Purchasing arrangements incorporate mechanisms to ensure budgetary control

Key areas of 
strength and 
weakness in 
Ethiopia

There is currently limited incentive for providers to improve efficiency in service delivery given the reliance on input-based line-
item payments, fee-for-service, and user-fees. Capitation for the CBHI schemes is being piloted. However, it is unclear whether capitation 
will be rolled out only for CBHI members or for the whole population. Digitalization of claims management is also being piloted and has 
the potential to improve cost control and detection of fraudulent reporting. Budgetary control for medicines is reflected through 
centralized procurement via the Ethiopian Pharmaceuticals Supply Agency (EPSA), together with a focus on generic medicines. However, 
a large majority of drugs, (circa 70% in the public sector and 90% in private sector) are still defined as “unaffordable”.

Recommended 
priority actions

It is critical to take a system-wide view of all provider payment methods, to build a picture of how the multiple incentives and 
resource allocation processes interact and impact on health facilities and the overall health system. Well-functioning health financing 
systems use a mix of different payment methods e.g. capitation and some form of form of variable component, together with other 
forms of purchasing arrangements to promote budget control, quality of care and the achievement of other health system goals. There 
is continuous monitoring of costs and other intended and adverse effects with re-adjustments when needed. Regarding spending on 
medicines, improved capacity to regulate and set affordable prices and monitoring of prescription practices would help to 
further contain costs and improve financial protection.

Benefits and entitlements
Desirable 
attribute BR1 Entitlements and obligations are clearly understood by the population

Key areas of 
strength and 
weakness in 
Ethiopia

While there is an explicit Essential Health Services Package and a fee-waiver-system for indigents, it is unclear if the population is 
fully aware of their entitlements, including which services should be available free-of-charge. In addition, many CBHI members, especially 
new ones, do not fully understand their CBHI-linked entitlements. The CBHI benefit package is currently being revised to create a positive 
rather than negative list of entitlements, which is expected to improve transparency. It is also not clear to the population exactly when 
CBHI premia should be subsidized and when the fee-waiver applies.

Recommended 
priority actions

It is important that the population understands their entitlements and obligations, so that providers can be held accountable. Information 
campaigns and household visits through the Health Extension Programme and Health Development Army should play a role in helping 
to improve understanding of the revised benefit packages as well as the entitlements and obligations of CBHI and SHI members.

Desirable 
attribute BR2 A set of priority health service benefits within a unified framework is implemented for the entire population

Key areas of 
strength and 
weakness in 
Ethiopia

The first EHPS was developed in 2005 and revised in 2019 using a participatory approach, with involvement from experts and 
stakeholders. Seven explicit criteria were used: burden of disease, cost-effectiveness, budget impact, equity, financial risk protection, and 
public and political acceptability. CBHI, as it scales up, and SHI, once launched, will introduce differences in entitlements in the health 
system between members and non-members.

Recommended 
priority actions

The EHSP is seen as a key priority-setting instrument which coordinates the activities of health system stakeholders and guarantees 
the right of citizens to a basic level of care. However, de-facto delivery of the EHSP requires more effective implementation and 
operationalization through active participation and adequate resource allocation from key stakeholders at national and sub-national 
level and supply-side readiness at all levels of the health system.

Desirable 
attribute BR3 Prior to adoption, service benefit changes are subject to cost–effectiveness and budgetary impact assessments

Key areas of 
strength and 
weakness in 
Ethiopia

Budget impact and cost-effectiveness are two of the criteria used when revising the EHSP and the HIBP. As part of the revision, a fiscal 
space analysis was conducted for the EHSP and costing of the overall package and individual interventions for the HIBP (still ongoing) and 
the EHSP.

Recommended 
priority actions

The revisions of benefit packages relied on in-country capacity to conduct locally appropriate cost-effectiveness, budget impact and 
other analysis. However, benefit package design is not a one-off activity, but a continuous process whereby rigorous analyses are 
conducted before changes to the packages are made. Going forward, investing in the capacity to conduct these analyses will continue to 
be important, in particular considering the turnover of staff with hands-on experience from benefit package design.

Desirable 
attribute BR4 Defined benefits are aligned with available revenues, health services, and mechanisms to allocate funds to providers

Key areas of 
strength and 
weakness in 
Ethiopia

The funding gap of total resources required to deliver the EHSP is estimated to be 33% in 2030 in a business-as-usual scenario. There is 
currently no explicit link between funds allocated to providers and the delivery of EHSP services.

Recommended 
priority actions

There is a need to increase the budget allocated to EHSP delivery considering the expected decline in donor funding as Ethiopia moves 
closer to middle-income country status. In the short term, it might be necessary to revisit the EHSP to avoid implicit rationing given the 
estimated funding gap. Improvements in incentive and accountability mechanisms for providers can help effectively operationalize the 
EHSP.
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Benefits and entitlements
Desirable 
attribute BR5 Benefit design includes explicit limits on user charges and protects access for vulnerable groups

Key areas of 
strength and 
weakness in 
Ethiopia

More than half of services covered under the EHSP are exempted from user-fees, while the remainder are guaranteed to be available with 
cost-sharing and cost-recovery mechanisms. In addition, there is a fee-waiver system for indigent households. Challenges remain, 
however, to fully implement these protection mechanisms: Often exemptions are only accepted by certain health facilities, while other, 
mostly higher-level facilities, refuse free treatment. The process of applying for waivers are perceived as bureaucratic. At the health facility, 
the provider will inform the patient of the user-fees once diagnostics and medicines have been prescribed.

Recommended 
priority actions

The exempted services and fee-waivers are in line with global evidence that show that these mechanisms can help to ensure coverage 
and protection of vulnerable groups. However, to be fully effective, the challenges in implementation need to be better understood and 
addressed.

Public financial management
Desirable 
attribute PF1 Health budget formulation and structure support flexible spending and are aligned with sector priorities

Key areas of 
strength and 
weakness in 
Ethiopia

Ethiopia has a long-standing exercising compressive plan at all levels and enhancing health facility autonomy through the establishment 
of governing bodies at all levels. Budgeting implementation and the degree of flexibility depends on the financing source given that 
the federal government uses programme-based budgeting, but regional and woreda systems use line-item budgeting (i.e. 80-85 % of 
expenditures).

Recommended 
priority actions

Expanding the coverage, and improving the accuracy and detail, of the health information system is an immediate and important priority, 
given that it provides an essential evidence base for subsequent priority setting and policy decisions.

Desirable 
attribute PF2 Providers can directly receive revenues, flexibly manage them, and report on spending and outputs

Key areas of 
strength and 
weakness in 
Ethiopia

The IBEX and IFMIS public financial management systems are in place, although resources for health remain insufficient to deliver basic 
health services (USD 36 per capita). Despite this, there remains low budget utilization in some regions and woredas.

Recommended 
priority actions

Ethiopia needs to increase the level of public health expenditure particularly as external financing is likely to decline further in coming 
years as the country approaches lower-middle income status. Increasing public expenditure is, however, a necessary but insufficient 
response to the strategic needs and challenges that Ethiopia faces. Ethiopia needs to first improve its health information system to better 
track and assess the flow (and effectiveness) of various public expenditure streams.



9

Stage 1  
assessment
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Stage 2  
assessment
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Summary of ratings by assessment area

Figure 7: Average rating by assessment area (spider diagram)

Source: Based on HFPM data collection template v2.0, Ethiopia 2022

Figure 8: Average rating by goals and objectives (spider diagram)

Source: Based on HFPM data collection template v2.0, Ethiopia 2022
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Assessment rating by individual question

1. Health financing policy, process & governance

 
3. Pooling revenues

 
5. Benefit and conditions of access

7. Public health functions and programmes

2. Revenue raising

 
4. Purchasing and provider payment

 
6. Public financial management

Advanced

Established

Progressing

Emerging

Q1.1 Q1.2 Q1.3

Advanced

Established

Progressing

Emerging

Q3.1 Q3.2 Q3.3 Q3.4 Q3.5

Advanced

Established

Progressing

Emerging

Q5.1 Q5.2 Q5.3 Q5.4 Q5.5

Advanced

Established

Progressing

Emerging

Q7.1 Q7.2 Q7.3 Q7.4

Advanced

Established

Progressing

Emerging

Q2.1 Q2.2 Q2.3 Q2.4 Q2.5

Advanced

Established

Progressing

Emerging

Q4.1 Q4.2 Q4.3 Q4.4 Q4.5 Q4.6

Advanced

Established

Progressing

Emerging

Q6.1 Q6.2 Q6.3 Q6.4 Q6.5

Figure 9: Assessment rating by individual question

See Annex 3 for question details
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Assessment rating by UHC goals

Equity in finance

Health security

Service use relative to need

Financial protection

Quality

Advanced

Established

Progressing

Emerging

Q2.1 Q2.3 Q2.4 Q3.3 Q3.5 Q5.1

Advanced

Established

Progressing

Emerging

Q3.2 Q4.6 Q6.2 Q7.3 Q7.4

Advanced
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Q2.2 Q2.3 Q3.1 Q3.2 Q3.3 Q3.4 Q3.5 Q5.1 Q5.3Q4.1 Q5.4 Q6.2Q5.5

Advanced
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Progressing

Emerging

Q2.1 Q2.3 Q2.4 Q3.1 Q3.2 Q3.3 Q3.4 Q3.5 Q5.1 Q5.3 Q5.5Q5.4

Advanced

Established

Progressing

Emerging

Q4.3 Q4.5 Q4.6

Figure 10: Assessment rating by intermediate objective and final coverage goals

See Annex 3 for question details
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Assessment rating by intermediate objective

Efficiency

Transparency & accountability

Equity in resource distribution

Advanced

Established

Progressing

Emerging

Q1.1 Q1.2 Q1.3 Q2.1 Q2.2 Q4.6 Q5.2 Q5.3 Q5.5 Q6.1 Q6.5Q6.3

Advanced
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Progressing

Emerging

Q3.1 Q3.2 Q3.3 Q3.4 Q3.5 Q4.1 Q4.2 Q4.5 Q6.2

Advanced

Established

Progressing

Emerging

Q3.2 Q3.3 Q3.4 Q3.5 Q4.2 Q4.4 Q4.5 Q4.6 Q6.1 Q7.1Q6.4

Figure 10 (continued): Assessment rating by intermediate objective and final 
coverage goals

See Annex 3 for question details
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Annex 1: Selected contextual indicators

Figure 11: Health expenditure indicators for Ethiopia

General government expenditure (GGHE% GGE)
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Source: The Global Health Observatory, 2022 (https://apps.who.int/nha/database/Home/Index/en)
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Figure 12: Revenue sources for health in Ethiopia

Figure 13: Recurrent expenditures by revenue source 2020

Source: The Global Health Observatory, 2022 (https://apps.who.int/nha/database/Home/Index/en)

Source: The Global Health Observatory, 2022 (https://apps.who.int/nha/database/Home/Index/en)
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Figure 14: Cigarette affordability in Ethiopia

Reducing affordability is an important measure of the success of tobacco tax policy. In the longer term, a positive, 

higher measure means cigarettes are becoming less affordable. Short term changes in affordability are also presented.

Source: WHO report on the global tobacco epidemic 2019 (https://www.who.int/teams/health-promotion/tobacco-control/ 
who-report-on-the-global-tobacco-epidemic-2019)

Figure 15: Excise tax share in Ethiopia (cigarettes)

WHO recommends an excise tax share of 70%. Total tax share includes import duties and levies.

Source: WHO report on the global tobacco epidemic 2019 (https://www.who.int/teams/health-promotion/tobacco-control/ 
who-report-on-the-global-tobacco-epidemic-2019)
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Figure 16: Total tax share in Ethiopia (cigarettes)

This indicator represents the best comparable measure of the magnitude of total tobacco taxes relative to the price 

of a pack of the most widely sold brand of cigarettes in the country. Total taxes include excise taxes, VAT/sales taxes 

and, where relevant, import duties and/or any other indirect tax applied in a country.

Source: WHO report on the global tobacco epidemic 2019 (https://www.who.int/teams/health-promotion/tobacco-control/ 
who-report-on-the-global-tobacco-epidemic-2019)
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Annex 2: Desirable attribute of health financing 

Policies which help to drive progress to UHC are summarized n terms of nineteen desirable attributes of health 

financing policy. For further information see: https://www.who.int /publications/i/item/9789240017405

Table 1: Desirable attributes of health financing systems
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 fi
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y,
 p

ro
ce

ss
 &

 
g

o
ve
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an

ce

GV1 Health financing policies are guided by UHC goals, take a system-wide perspective, and prioritize 
and sequence strategies for both individual and population-based services

GV2 There is transparent, financial and non-financial accountability, in relation to public spending on 
health

GV3 International evidence and system-wide data and evaluations are actively used to inform 
implementation and policy adjustments

R
ev

en
u

e 
ra

is
in

g RR1 Health expenditure is based predominantly on public/compulsory funding sources

RR2 The level of public (and external) funding is predictable over a period of years

RR3 The flow of public (and external) funds is stable and budget execution is high

RR4 Fiscal measures are in place that create incentives for healthier behavior by individuals and firms

P
o

o
lin

g
 

re
ve

n
u

es

PR1 Pooling structure and mechanisms across the health system enhance the potential to redistribute 
available prepaid funds

PR2 Health system and financing functions are integrated or coordinated across schemes and 
programmes

P
u

rc
h

as
in

g
 

&
 p

ro
v

id
er

 
p

ay
m

en
t

PS1 Resource allocation to providers reflects population health needs, provider performance, or a 
combination

PS2 Purchasing arrangements are tailored in support of service delivery objectives

PS3 Purchasing arrangements incorporate mechanisms to ensure budgetary control

B
en

efi
ts

 &
 c

o
n

d
it

io
n

s 
 

o
f 

ac
ce

ss

BR1 Entitlements and obligations are clearly understood by the population

BR2 A set of priority health service benefits within a unified framework is implemented for the entire 
population

BR3 Prior to adoption, service benefit changes are subject to cost–effectiveness and budgetary impact 
assessments

BR4 Defined benefits are aligned with available revenues, health services, and mechanisms to allocate 
funds to providers

BR5 Benefit design includes explicit limits on user charges and protects access for vulnerable groups

https://www.who.int /publications/i/item/9789240017405
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Table 1: Desirable attributes of health financing systems
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t PF1 Health budget formulation and structure support flexible spending and are aligned with sector 
priorities

PF2 Providers can directly receive revenues, flexibly manage them, and report on spending and outputs
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3

GV1 Health financing policies are guided by UHC goals, take a system-wide perspective, and prioritize 
and sequence strategies

PR1 Pooling structure and mechanisms across the health system enhance the potential to redistribute 
available prepaid funds

PR2 Health system and financing functions are integrated or coordinated across schemes and 
programmes

PS2 Purchasing arrangements are tailored in support of service delivery objectives

PF1 Health budget formulation and structure supports flexible spending and is aligned with sector 
priorities
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Annex 3: HFPM assessment questions

Assessment 
area

Question 
number 
code

Question text

1) Health 
financing 
policy, 
process & 
governance

Q1.1 Is there an up-to-date health financing policy statement guided by goals and based 
on evidence?

Q1.2 Are health financing agencies held accountable through appropriate governance 
arrangements and processes?

Q1.3 Is health financing information systemically used to monitor, evaluate and improve 
policy development and implementation?

2) Revenue 
raising

Q2.1 Does your country’s strategy for domestic resource mobilization reflect international 
experience and evidence?

Q2.2 How predictable is public funding for health in your country over a number of years?

Q2.3 How stable is the flow of public funds to health providers?

Q2.4 To what extent are the different revenue sources raised in a progressive way?

Q2.5 To what extent does government use taxes and subsidies as instruments to affect 
health behaviors?

3) Pooling 
revenues

Q3.1 Does your country’s strategy for pooling revenues reflect international experience 
and evidence?

Q3.2 To what extent is the capacity of the health system to re-distribute prepaid funds 
limited?

Q3.3 What measures are in place to address problems arising from multiple fragmented 
pools?

Q3.4 Are multiple revenue sources and funding streams organized in a complementary 
manner, in support of a common set of benefits?

Q3.5 What is the role and scale of voluntary health insurance in financing health care?

4) Purchasing
& Provider 
payment

Q4.1 To what extent is the payment of providers driven by information on the health needs 
of the population they serve?

Q4.2 Are provider payments harmonized within and across purchasers to ensure coherent 
incentives for providers?

Q4.3 Do purchasing arrangements promote quality of care?

Q4.4 Do provider payment methods and complementary administrative mechanisms 
address potential over- or under-provision of services?

Q4.5 Is the information on providers’ activities captured by purchasers adequate to guide 
purchasing decisions?

Q4.6 To what extent do providers have financial autonomy and are held accountable?
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Assessment area
Question 
number 
code

Question text

5) Benefits & 
conditions of 
access

Q5.1 Is there a set of explicitly defined benefits for the entire population?

Q5.2 Are decisions on those services to be publicly funded made transparently using 
explicit processes and criteria?

Q5.3 To what extent are population entitlements and conditions of access defined 
explicitly and in easy-to-understand terms?

Q5.4 Are user charges designed to ensure financial obligations are clear and have 
functioning protection mechanisms for patients?

Q5.5 Are defined benefits aligned with available revenues, available health services, and 
purchasing mechanisms?

6) Public 
financial 
management

Q6.1 Is there an up-to-date assessment of key public financial management bottlenecks 
in health?

Q6.2 Do health budget formulation and implementation support alignment with sector 
priorities and flexible resource use?

Q6.3 Are processes in place for health authorities to engage in overall budget planning 
and multi-year budgeting?

Q6.4 Are there measures to address problems arising from both under- and over-budget 
spending in health?

Q6.5 Is health expenditure reporting comprehensive, timely, and publicly available?

7) Public health 
functions & 
programmes

Q7.1 Are specific health programmes aligned with, or integrated into, overall health 
financing strategies and policies?

Q7.2 Do pooling arrangements promote coordination and integration across health 
programmes and with the broader health system?

Q7.3 Do financing arrangements support the implementation of IHR capacities to enable 
emergency preparedness?

Q7.4 Are public financial management systems in place to enable a timely response to 
public health emergencies?
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Annex 4: Questions mapped to objectives and goals

Each question represents an area of health financing policy, selected given its influence on UHC intermediate 

objectives and goals, as explicitly defined below.

Objective / goal Question 
number code Question text

Equity in resource 
distribution

Q3.1 Does your country’s strategy for pooling revenues reflect international 
experience and evidence?

Q3.2 To what extent is the capacity of the health system to re-distribute prepaid 
funds limited?

Q3.3 What measures are in place to address problems arising from multiple 
fragmented pools?

Q3.4 Are multiple revenue sources and funding streams organized in a 
complementary manner, in support of a common set of benefits?

Q3.5 What is the role and scale of voluntary health insurance in financing health care?

Q4.1 To what extent is the payment of providers driven by information on the health 
needs of the population they serve?

Q4.2 Are provider payments harmonized within and across purchasers to ensure 
coherent incentives for providers?

Q4.5 Is the information on providers’ activities captured by purchasers adequate to 
guide purchasing decisions?

Q6.2 Do health budget formulation and implementation support alignment with 
sector priorities and flexible resource use?

Efficiency Q3.2 To what extent is the capacity of the health system to re-distribute prepaid 
funds limited?

Q3.3 What measures are in place to address problems arising from multiple 
fragmented pools?

Q3.4 Are multiple revenue sources and funding streams organized in a 
complementary manner, in support of a common set of benefits?

Q3.5 What is the role and scale of voluntary health insurance in financing health care?

Q4.2 Are provider payments harmonized within and across purchasers to ensure 
coherent incentives for providers?

Q4.4 Do provider payment methods and complementary administrative mechanisms 
address potential over- or under-provision of services?

Q4.5 Is the information on providers’ activities captured by purchasers adequate to 
guide purchasing decisions?

Q4.6 To what extent do providers have financial autonomy and are held accountable?

Q6.1 Is there an up-to-date assessment of key public financial management 
bottlenecks in health?

Q6.4 Are there measures to address problems arising from both under- and over- 
budget spending in health?

Q7.1 Are specific health programmes aligned with, or integrated into, overall health 
financing strategies and policies?

Q7.2 Do pooling arrangements promote coordination and integration across health 
programmes and with the broader health system?
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Objective / goal Question 
number code Question text

Transparency & 
accountability

Q1.1 Is there an up-to-date health financing policy statement guided by goals and 
based on evidence?

Q1.2 Are health financing agencies held accountable through appropriate governance 
arrangements and processes?

Q1.3 Is health financing information systemically used to monitor, evaluate and 
improve policy development and implementation?

Q2.1 Does your country’s strategy for domestic resource mobilization reflect 
international experience and evidence?

Q2.2 How predictable is public funding for health in your country over a number of 
years?

Q4.6 To what extent do providers have financial autonomy and are held accountable?

Q5.2 Are decisions on those services to be publicly funded made transparently using 
explicit processes and criteria?

Q5.3 To what extent are population entitlements and conditions of access defined 
explicitly and in easy-to-understand terms?

Q5.5 Are defined benefits aligned with available revenues, available health services, 
and purchasing mechanisms?

Q6.1 Is there an up-to-date assessment of key public financial management 
bottlenecks in health?

Q6.3 Are processes in place for health authorities to engage in overall budget 
planning and multi-year budgeting?

Q6.5 Is health expenditure reporting comprehensive, timely, and publicly available?

Service use 
relative to need

Q2.2 How predictable is public funding for health in your country over a number of 
years?

Q2.3 How stable is the flow of public funds to health providers?

Q3.1 Does your country’s strategy for pooling revenues reflect international 
experience and evidence?

Q3.2 To what extent is the capacity of the health system to re-distribute prepaid 
funds limited?

Q3.3 What measures are in place to address problems arising from multiple 
fragmented pools?

Q3.4 Are multiple revenue sources and funding streams organized in a 
complementary manner, in support of a common set of benefits?

Q3.5 What is the role and scale of voluntary health insurance in financing health care?

Q4.1 To what extent is the payment of providers driven by information on the health 
needs of the population they serve?

Q5.1 Is there a set of explicitly defined benefits for the entire population?

Q5.3 To what extent are population entitlements and conditions of access defined 
explicitly and in easy-to-understand terms?

Q5.4 Are user charges designed to ensure financial obligations are clear and have 
functioning protection mechanisms for patients?

Q5.5 Are defined benefits aligned with available revenues, available health services, 
and purchasing mechanisms?

Q6.2 Do health budget formulation and implementation support alignment with 
sector priorities and flexible resource use?
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Objective / goal Question 
number code

Question text

Financial 
protection

Q2.1 Does your country’s strategy for domestic resource mobilization reflect 
international experience and evidence?

Q2.3 How stable is the flow of public funds to health providers?

Q2.4 To what extent are the different revenue sources raised in a progressive way?

Q3.1 Does your country’s strategy for pooling revenues reflect international 
experience and evidence?

Q3.2 To what extent is the capacity of the health system to re-distribute prepaid 
funds limited?

Q3.3 What measures are in place to address problems arising from multiple 
fragmented pools?

Q3.4 Are multiple revenue sources and funding streams organized in a 
complementary manner, in support of a common set of benefits?

Q3.5 What is the role and scale of voluntary health insurance in financing health care?

Q5.1 Is there a set of explicitly defined benefits for the entire population?

Q5.3 To what extent are population entitlements and conditions of access defined 
explicitly and in easy-to-understand terms?

Q5.4 Are user charges designed to ensure financial obligations are clear and have 
functioning protection mechanisms for patients?

Q5.5 Are defined benefits aligned with available revenues, available health services, 
and purchasing mechanisms?

Equity in finance Q2.1 Does your country’s strategy for domestic resource mobilization reflect 
international experience and evidence?

Q2.3 How stable is the flow of public funds to health providers?

Q2.4 To what extent are the different revenue sources raised in a progressive way?

Q3.3 What measures are in place to address problems arising from multiple 
fragmented pools?

Q3.5 What is the role and scale of voluntary health insurance in financing health care?

Q5.1 Is there a set of explicitly defined benefits for the entire population?

Q5.4 Are user charges designed to ensure financial obligations are clear and have 
functioning protection mechanisms for patients?

Quality Q4.3 Do purchasing arrangements promote quality of care?

Q4.5 Is the information on providers’ activities captured by purchasers adequate to 
guide purchasing decisions?

Q4.6 To what extent do providers have financial autonomy and are held accountable?

Health security Q3.2 To what extent is the capacity of the health system to re-distribute prepaid 
funds limited?

Q4.6 To what extent do providers have financial autonomy and are held accountable?

Q6.2 Do health budget formulation and implementation support alignment with 
sector priorities and flexible resource use?

Q7.3 Do financing arrangements support the implementation of IHR capacities to 
enable emergency preparedness?

Q7.4 Are public financial management systems in place to enable a timely response to 
public health emergencies?
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For additional information, please contact:

Department of Health Systems Governance and Financing
World Health Organization
20, avenue Appia
1211 Geneva 27
Switzerland

Email:  healthfinancing@who.int 
Website:  http://www.who.int/health_financing

The Health Financing Progress Matrix (HFPM) is WHO’s 
standard approach to assessing country health financing 
systems. HFPM reports provide policy-makers with an 
up-to-date assessment of strengths and weaknesses in 
their health financing system relative to a set of desirable 
attributes. Recommendations are also made on the shifts 
in policy which can accelerate progress towards UHC.


