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Webinar Series Synthesis Report - Aug 20, 2020 

 

Pro-Poor Earmarking of Health Taxes for Domestic Resource 
Mobilization  

 
ThiV ZebiQaU fRllRZV fURP Whe eaUlieU ZebiQaU RQ ³FilliQg Whe CRffeUV PRVW-COVID through Pro-HealWh Ta[eV´, ZheUe 
international experts from the health and finance sector explored the potential of Health Taxes as a fiscal measure 
in meeting shortfalls in government revenues for financing health in the context of tightening fiscal space during 
COVID-19. The webinar will discuss issues related to the what, why, and how of pro-poor earmarking of revenues 
from health taxes. In addition to discussing what earmarking is the webinar will also present a typology for thinking 
WhURXgh Whe VWUXcWXUe aQd SURV aQd cRQV Rf diffeUeQW fRUPV Rf eaUPaUkiQg aQd cRQVideU Zh\ VRPe fRUP Rf µVRfW¶ 
earmarking may be necessary in order to maximize the effectiveness of and impact from health taxes. Finally, the 
ZebiQaU Zill alVR diVcXVV e[aPSleV Rf hRZ VXch µVRfW¶ eaUPaUkV aUe beiQg iPSlePeQWed acURVV VelecWed cRXQWUieV 
and identify lessons learnt.  
 
This event was co-sponsored by World Bank and Global Fund. It follows an earlier exchange on Fiscal and 
Monetary Policies in the COVID-19 Response: Exploring the effects on Health Financing. 
 
Lessons and Key Takeaways 

� Globally, there are increasing fiscal pressures on governments due to decreasing public revenues as an 
offshoot of COVID-19. Offsetting with deficit financing will only increase debt obligations and further 
excaberbating the economic crisis and fiscal tightening. 

� Health taxes provide potential for more revenue generation on tobacco and alcohol taxes and sugary 
drinks.  

� Earmarking can be a policy instrument to demonstrate political commitment and health prioritization.  
� It is important to find a balance between budget flexibility and reliability of an earmark commitment (soft 

earmarking). 
� Earmarking health taxes may also provide a way to dedicate resources to the health sector. Each country 

should assess whether earmarking health taxes works for them based on their country specific context. 
� Health taxes works best if implemented as part of comprehensive health intervention package.  
� There must be close collaboration between Health and Finance ministries in designing and the 

implementation of earmarked health taxes. 
� Earmarking is not a panacea to the health financing needs of a country, but can be a revenue booster. It 

is imperative to explore alternative sources of health financing. 
� Involving interdisciplinary and multiple stakeholder engagements such as civil society, external 

international donor agencies etc to improve transparency and accountability of the budgetary process in 
the future is important. 

 
 
 
 

Webinar recording can be accessed here  |  Background Materials can be accessed here 
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Opening Remarks 
Dr. Ajay Tandon, Lead Economist, World Bank  
 
Overview Presentation 
Dr. Cheryl Cashin, Managing Director, Results for Development 

 
Discussants 
Mr. Jeremias N. Paul, Jr., Head, Fiscal Policies for Health Unit in the Department of Health Promotion, World 
Health Organization (WHO) 
Dr. Delphine Prady, Senior economist, International Monetary Fund  
 
Closing Remarks 
Ms. Ceren Ozer, Senior Governance Specialist, World Bank 
 
Moderator 
Dr. Michael Borowitz, Chief Economist, The Global Fund 
Dr. Somil Nagpal, Senior Health Specialist, World Bank 
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DISCUSSION 
 
The COVID-19 has triggered a global economic contraction, the likes of which has not been 
seen across many countries for decades. Traditionally, the health sector has been resilient 
during recessions. However, growth in per capita total government spending is expected to 
slowdown or contract- and with higher debt and greater debt servicing, fiscal tightening will 
continue to lead to a contraction in health financing for several years beyond the end of the 
current crisis. Latest estimates indicate per capita economic growth rates to decline on 
average by almost -7% globally, and between -4 to -8% across low- and lower-middle income 
countries. The global economic contraction has had a dramatic impact on countries 
differentiated by their level of external integration and fiscal vulnerabilities. (Table 1).  

 

Table 1: Per Capita GDP Growth Projections 

 

 

All in all, the COVID-19 crisis will create major setbacks in health financing as countries 
accumulate massive debt to mitigate the economic crisis and there is a lower propensity of 
domestic resource mobilization as economic activity continues to suffer. To ensure that the 
healWhcaUe VecWRU dReVQ¶W feel Whe SiQch Rf Whe cUiViV, aQd iQ RUdeU WR RffVeW likel\ decliQeV iQ 
OOP spending countries must exhibit commitment by pro-active reprioritization and continued 
health investments in the health sector. In light of this, several countries have considered 
expanding the use of pro-health fiscal policies ± i.e., supplementing revenue generation 
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through taxation on tobacco, alcohol, sugar ± as a mechanism to plug expected revenue 
shortfalls. 

The webinar discussed the potential of earmarking health taxes that are historically used as 
an instrument to leverage political will on the budget allocations and to meet revenue and 
e[SeQdiWXUe RbjecWiYeV, heQce clRVel\ liQkiQg iW WR Whe cRXQWU\¶V SXblic fiQaQcial PaQagePeQW 
(PFM) system.  

 

Earmarking of health taxes simply means designating revenues for a particular purpose 
earned from health taxes that are designed to encourage corrective behavior change by 
making consumption of unhealthy products such as alcohol, tobacco and sugar products 
pricier.  

Results from a 2017 study on earmarking were presented. Globally, 80 countries have 
earmarked for health and 54 countries have particularly earmarked tobacco and other forms 
of health taxes, hence making earmarking as a mechanism to increase fiscal space and 
mobilize resources for the health sector customary. The regressivity, distortionary and the pro-
cyclical nature of earmarking, promoting  budget inflexibilities and the fragmentation of 
resource pooling are all arguments that are used against earmarking as a policy instrument. 
Earmarking can also be used as an instrument to prioritize health by raising additional 
revenues for heath by means of ring-fencing all/a portion of the revenue for health (revenue 
earmarking) or by mandating what proportion of expenditure should go towards particular 
health programs, and as a way of improving efficiency and accountability of the health budget 
(expenditure earmarking).  The figure below summarizes the characteristics, processes and 
results of earmarking policies for health.  

 

Figure 1: Earmarking Typology 

 

 

Cross country experiences demonstrate that earmarking outcomes are conditional on unique 
country specific characteristics as well as its political and budgetary commitment towards 
health in the local context. Specifically, earmarking has been an effective tool in raising 
revenue for health and sustaining national health priority in Ghana, the Philippines, Estonia, 
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Vietnam and helped to launch a national health programme in response to the HIV/AIDS 
epidemic in the case of South Africa. It is important to note that while soft earmarking of health 
taxes can increase short term revenues it does not however, bypass health priority setting and 
its effectiveness is contingent on the accountability and transparency of the PFM system.  

The study offers lessons for design and implementation features to increase the earmarking 
effectiveness in meeting revenue and political objectives by maximizing benefits and 
minimizing unintended consequences. A productive earmarking policy is one with a defined 
focus and that allows for budget flexibility to reallocate earmarked funds towards urgent 
priorities like immunization for  

 

QeZ diVeaVeV RU healWh ePeUgeQcieV (³ReleaVe ValYeV´). TR ackQRZledge Whe UeSUiRUiWi]aWiRQ 
Rf cRXQWU\ VSecific healWh RbjecWiYeV, eaUPaUkiQg fRU healWh Wa[eV caQ PaiQWaiQ ³SXQVeW 
claXVeV´ RU SeUiRdic UeYieZV Rf e[iVWiQg SURgUaPV WhaW allRZV fRU priority and context change 
adjustments. The presentation overall suggests treating earmarking as a policy instrument to 
help health priorities gain fiscal traction and demonstrate political commitment rather than as 
a panacea to their health financing concerns. It is also interesting to note that a successful 
health tax that induces behavioral change will result in a gradual decrease in associated 
revenue.  

The global perspectives underlined the importance of contextualizing local country specific 
needs, the fungibility of the budget process and the need to maintain close collaboration with 
the Ministries of Health and Finance to maximize the efficiency of earmarking of health taxes. 
The webinar also benefited greatly from the country specific examples to substantiate the 
spectrum of soft to hard approaches to earmarking (Figure 2). As opposed to hard earmarking, 
soft earmarking does not use a formal process and proceeds from the tax  still go through the 
central treasury account and are fully subject to annual parliamentary review. The Philippines 
Sin Tax Reform is an exemplary case of a soft earmark that involved a significant increase in 
tobacco and alcohol taxes and simplifying their tax structrures with the incremental proceeds 
thereof earmarked for Universal Health Coverage (UHC). Subsequent reforms under the 
TRAIN Law expanded the coverage to include sugar-sweetened beverages and vaping 
products. In both cases, there was a strong political commitment towards Universal Health 
Coverage. The Philippine experience also illustrates the importance of a close collaboration 
of the Department of Finance and Health in developing rules and regulation pertaining to 
earmark leading to better accountability and transparency in the budgetary process. The Sin 
Tax Reform successfully resulted in significant increases in government revenues enabling a 
triple increase in the Department of Health budget in a period of 5 years (2013-18). It also led 
to an improvement in the intra-household equity indicators by subsidizing the health insurance 
premiums of the poor and enhancing services covered by UHC.  

ThailaQd¶V haUd eaUPaUkiQg UeYeQXe fURP aQ addiWiRQal VXUchaUge Rf 2% RQ Whe excise of 
tobacco and alcohol products, the proceeds of which are then directed towards an 
autonomous government entity, the Thai Health Promotion Foundation. Interestingly, the Thai 
approach closely partners with civil society to stress on preventive and promotional activities 
associated with good healthcare practices.  

Finally, the case of India represents how contributions from the National Disaster Respond 
Fund which is financed from the levy of cess from certain items such as tobacco, motor 
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vehicles and fuels is used to supplement State Disaster Respond Funds in case on an 
emergency.  In March 2020, the central government declared COVID-19 a disaster and 
authorized the release of about US$700 million to the States for COVID-19 response , 
including the purchase of needed medical supplies.  

 

 

 

 

 

 

 

 
Figure 2 : Different Approaches to Earmarking in Countries 
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The International Monetary Fund then discussed the potential of earmarking in different time 
hRUi]RQV. IQ Whe VhRUW UXQ, Whe cRheUeQW eaUPaUkiQg ³UeYeQXe + VSeQdiQg´ Sackage caQ be 
utilized to supplement health revenues and ease the pressure on health budgets. However, in 
the long terms hard earmarks create budget rigidities and crowd out financing from the general 
budget- meaning that overall net resources to health could in fact decrease over time as the 
result of an earmark- hence having the potential to destabilize the system. In continuation, 
COVID-19 presents an opportune time to have a multidimensional approach to strengthen the 
existing weakness of the health systems by investing in the social determinants of health such 
as social protection, education, water and sanitation indicators etc as well as highlights the 
significance of evidence and scientific based decision-making to prioritize the utilization of 
scarce resources in accordance to the absorptive and implementation capacity of the country 
aimed at maximizing allocative efficiency.  

The closing remarks echoed the sentiments of the interactive discussion session by 
acknowledging the relevance and opportunity of earmarking of health taxes in the COVID-19 
context. However, it is imperative to understand that countries must refrain from treating 
earmarking as a panacea to meet their health objectives and explore the potential of 
alternative sources of health financing. Improving transparency and accountability of the 
earmarking process by involving interdisciplinary and multiple stakeholder engagements such 
as civil society and external international donor agencies in the future was also underscored.  
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