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Abstract

The financing of health care in Bangladesh primarily comes from three sources - the public exchequer, out-of-pocket payments
by the users, and foreign aid from the development partners. Social and private insurance and official user fees comprise a very
small proportion of the total funding. Using available secondary data, the paper is aimed at providing a comprehensive analysis
of the dynamics of health care financing in Bangladesh. Bangladesh spends only about 3.5% of its Gross Domestic Product
(GDP) on health. The per capita per annum health expenditure is about USD 27. It is important to note that about 63% of the
total health expenditure is out-of-pocket expenses. Over the years the government’s share in the total health expenditure has
declined considerably and it currently stands at around 35% of the total. Budget analysis shows that the national budget as a
per cent of GDP has increased from 14.5 per cent in FY 2008-09 to 18.4 per cent in FY 2012-13. However, the health sector
budget as a per cent of the national budget has declined from 5.71 per cent in FY 2008-09 to 4.87 per cent in FY 2012-13. On
the other hand, financial allocation for the health sector remained stagnant at 0.9 per cent of the GDP over the last three fiscal
years (2010-11 to 2012-13). Evidence suggests that district and sub-district level allocations for health under the revenue
budget are determined by norms that relate to the number of beds (for food and drugs) and staff in facilities (for salaries) rather
than the population size and other demographic and epidemiological measures reflecting health needs giving rise to serious
inequity in resource distribution. It is apparent that Bangladesh needs to spend more on health care and at the same time make
every effort to use its existing health care resources more effectively and efficiently. Exploring alternative sources of funding
for the health system including social and other forms of insurance should be a priority for Bangladesh. Moreover, exploring
alternative sources of funding must go hand in hand with increasing the overall health budget. In order to achieve and sustain
Universal Health Care (UHC), Bangladesh has no alternative but to significantly increase public funding for the health system
and at the same time promote and protect equity.
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Economic Growth, Poverty Reduction and Social
1. Introduction Development (Bangladesh I-PRSP, March 2003), the
Government’s vision for the health, nutrition and population
sector is to create conditions whereby the people of
Bangladesh have the opportunity to reach and maintain the
highest attainable level of health [2]. It is a vision that
recognizes health as a fundamental human right and,

The Government of Bangladesh is constitutionally committed
to ensuring the provision of basic medical requirements to all
segments of the population in the country [1]. Within the
broader context of the Bangladesh National Strategy for
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therefore, stresses the need to promote health and to alleviate
ill health and suffering in the spirit of social justice [3].

The Ministry of Health and Family Welfare (MOHFW) of
Bangladesh acts as the steward of the health sector providing
overall leadership in policy and program development as well
as monitoring and evaluation. However, the responsibility for
the provision of health services is divided into two
directorates - the Directorate General of Health Services
(DGHS) for health services, and the Directorate General of
Family Planning (DGFP) for family planning services [4, 5].
Each of these directorates is headed by a Director General
reporting directly to the Secretary of Health, the highest
ranking bureaucrat in the MOHFW. The MOHFW provides
health care and family planning services through a number of
organizations, such as medical college hospitals, specialized
hospitals, district hospitals, Upazila Health Complexes
(UHC), Union Health and Family Welfare Centers (UHFWC),
rural dispensaries and community clinics (CCs). The UHCs,
UHFWCs, rural dispensaries and CCs form the Primary
Health Care sub-system of the health system [6, 7].

Health financing in Bangladesh is dominated by the private
out-of-pocket expenditure [8, 9]. This is by far the largest
source of health financing. All public resources only make up
Y4 of the total health expenditure (THE). Social and private
insurance and official user fees in public facilities comprise a
very small proportion of the total health expenditure [10, 11].
Government health expenditures are principally undertaken
by the central government, funded mainly through general
revenue and support from international development partners
[12, 13]. Government’s revenues are mobilized through tax
and non-tax revenues [14]. Most of the taxes are collected
from indirect taxes on goods and services, while the non-tax
revenue includes borrowing from the domestic market and
self-financing by government-owned autonomous
corporations [15]. Public sector health expenditure consists
of expenditures by the MOHFW, other Ministries, Local
Governments, GOB owned corporations and autonomous or
semi-autonomous bodies [16]. The MOHFW is one of the
largest ministries in terms of budgetary allocation [17, 18]. It
works as a financial intermediary of the GOB; it receives
funds from the Ministry of Finance (MOF) and the
development partners, and allocates funds to health facilities
and centers at different levels. More than 90% of all public
funds for the health system flows through the Ministry of
Health and Family Welfare.

2. Findings

Total health expenditure (THE) in Bangladesh is estimated at
Taka 325.1 billion ($4.1 billion) in 2012 [19]. The average
annual growth rate in THE between 1998 and 2007 in

nominal terms was 12.7%, increasing from 11.2% during
1998-2002 to 14.2% during 2003-2007. In 2012 the total
health expenditure grew at an average of around 14 % in
nominal terms. In real terms, overall total health expenditure
more than doubled between 2007 and 2012, from Taka 160.9
billion in 2007 to Taka 325.1 billion in 2012 (constant 2012
prices). The total health expenditure has increased further in
recent years. Unfortunately no official information is yet
available in this regard.

It is clear that Bangladesh spends too little resources (as a
percentage of its GDP) on health care. It is important to note
that the THE as a percentage of the GDP increased only
marginally between 2007and 2012 — from 3.3% to 3.5% of
the GDP, an increase of less than 1% in a decade. It should be
noted that during this decade (2007-2012) the overall
economy of Bangladesh grew by an average of about 8%
annually [19]. Table-1 presents the GDP growth of
Bangladesh since 2005.

Table 1. Bangladesh GDP in PPP Terms, 2005-2014(in Billions of USS).

Year GDP

2005 246.47
2006 270.99
2007 297.84
2008 321.95
2009 340.76
2010 364.14
2011 395.68
2012 429.05
2013 461.63
2014 497.02

Source: Ministry of Finance; Bangladesh Bureau of Statistics, 2015

In short, the GDP grew from USD 246.47 Billion in 2005 to
USD 364.14 Billion in 2010 and to USD 497.02 Billion in
2014 — growth of more than 102% between 2005 and 2014.
During the same period, the total health expenditure, on the
other hand, increased by about 13%. If only the public
funding for health care in considered, the situation is far
worse.

Households, paying fees at the point of service constitute the
main source of financing for healthcare in Bangladesh,
comprising 63% of the THE in 2012. In 1997, households
accounted for 57%, of the THE and this ratio has increased
over time [20]. For example, household expenditures on
health has increased steadily as a share of GDP from 1.5% in
the late 1990s to slightly over 2% in recent years [21].
Figure-1 presents sources of financing in the Total Health
Expenditure.

Over the years the overall government financing in of the
health sector (primarily channeled through the Ministry of
Health and Family Welfare) has increased significantly. For
example, it increased from 17,064 Million Taka in 1997 to
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75,071 Million Taka in 2012. However, the government’s
share in the THE registered a substantial decline over the
same period - from 37% in 1997 to 23% in 2012. As a
financing source, Voluntary Health Insurance Payment
(NIPSH, Employers and Others) accounted for only 5.25% of
the Total Health Expenditure [22]. According to BNHA
estimates in 2012 the Non-government Organizations

Rest of the world
financing schemes

(non-resident) \

8.35%

providing services to individuals and households contributed
Taka 6 billion to the THE (approximately 2% of the total).
On the other hand, various development partners contributed
an additional Taka 27 billion to the health sector (about 8.4%
of the THE). Some of these funds also flowed through the
NGOs [23].

Government schemes
and compulsory
health carefinancing

schemes
3.09%

Voluntary health care
payment schemesl
5.25%

Figure 1. Total Health Expenditure by Source of Financing.

Source: Bangladesh National Health Accounts, 2012.
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Figure 2. Regional distribution of THE.

Source: Bangladesh National Health Accounts, 2012.
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Expenditure on health varied greatly across different
administrative divisions within Bangladesh. According to
2012 Bangladesh National Health Accounts, the per capita
health expenditure was highest in Dhaka Division that
includes the capital city of Dhaka (Taka 2,722). On the other

hand, it was lowest in Sylhet Division (Taka 1,379 per capita).

Regional disparities are also evident when their share in the
THE is considered. While Dhaka consumed more than 41%
of the THE, the share of Barisal and Sylhet districts in the
Total Health Expenditure were only 4.9% and 4.35%
respectively. It is clear that there is significant regional
disparity in health expenditure in Bangladesh. Figure-2
presents the regional distribution of THE as well as the per
capita health expenditure by different regions.

3. Out-of-Pocket Health
Expenditure

Out-of-pocket payments are, by their very nature, inequitable

Generalgovernment
administration of health

Laboratory andimaging
servicas
B.64%

Dental outpatient curativ,
care
0.29%

Prescribed medicines
64.96%

Qutpatientand home-
pased TCAM

and inefficient [24]. OOP punishes the poor and discourages
them from using health care services. It is alarming that in
many developing countries, including Bangladesh, OOP is on
the rise as a percentage of the THE [25]. Unless this trend is
decisively reversed, it would be extremely difficult if not
impossible for Bangladesh to achieve Universal Health Care.
OOP share in the THE has increased from 55.9% in 1997 to
59.9% in 2005 to 63.3% in 2012. For households drug costs
constitute the overwhelming share of their out-of-pocket
expenditure on health. Expenditure on drugs as a percentage
of OOP, however, has declined over time. In 1997, drug
outlay was 75.3% of the total OOP, 70.5% of the total in
2001 and 65% in 2012. In 2012, households spent Taka 134
million on pharmaceutical drugs, Taka 44.8 million on
curative care, and Taka 17.8 million on ancillary services.
Ancillary services include various diagnostic services such as
laboratory tests, imaging, etc. Figure-3 presents the share of
different typed of services in the OOP.

General inpatient
curative care
10.79%

Others(Hearing
alds, Orthopedicappliances
and prosthetics, Glasses
and othervision products
0.10%

Genaraloutpatient
curative care
10.73%

Figure 3. Distribution of OOP by Types of Services, 2012.

Source: Bangladesh National Health Accounts, 2012.

4. Health Budget

The MOHFW is one of the largest ministries in terms of
budgetary allocation to health care (MOHFW, 2003) [18]. It
works as a financial intermediary of the Government of

Bangladesh; it receives funds from the Ministry of Finance
(MOF) and the development partners, and allocates funds to
health facilities at different levels. More than 95% of all
public funds for health flow through the Ministry of Health
and Family Welfare.
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However, allocations for health remain relatively small in the
budget. Since 2007/08 funding for health hovered around
only 6% of the overall budget. In the revenue or non-
development budget (representing three-fourths of the total
budget), the share of health ranged from 5% in 2007/08 to
4.8% in 2010/11. In the development budget, it ranged from
9.7% in 2007/08 to 8.7% in 2010/11 (Table 1).

An explanatory note on the “revenue” and “development”
budget is warranted. In Bangladesh, the government prepares
two types of budget: a revenue budget (non-development
budget) and development budget [26]. The revenue budget is
meant to meet the regular expenditures while the
development budget includes project related allocations for
development spending. The MOHFW, as with all other
government ministries in Bangladesh, is also funded through
the development budget in the form of the Annual
Development Program (ADP) and the non-development or
revenue budget. Both the development partners and the GOB
finance the development budget, while the revenue budget is
solely funded by the GOB. The revenue or non-development
budget is larger comprising almost three-fourth of the total
budget.

The two budgets of MOHFW are prepared separately by
different units and staff, and at different times of the year.
The MOHFW, development partners and a separate Planning
Commission under the Ministry of Planning are involved in
preparing the development budget. The offices of the
Director General of Health Services and the Director General
of Family Planning Services within the MOHFW prepare the
revenue budget. It is interesting to note that the two budgets
follow different approaches of budgeting. The development
of the annual development budget follows a program
budgeting approach; while the revenue budget follows a line
item based incremental approach of budgeting [27].

Both budgets contain capital and recurrent spending. In
1999/2000, at the very early stage of implementing the HPSP,
15.8% of the total development budget was spent for capital
items, much of which was used for constructing community
clinics. The rest of the development budget (84.2%) was spent
on recurrent items (55% for non-salary items and 29.2% for
salary and allowances). In 1999/2000 capital spending under
the revenue budget was 1.3% of the total, and the rest (98.7%)
was on recurrent expenditure (66% to salary and 32.7% to
non-salary items). The proportion of capital spending in the
revenue budget rose to 3% in 2003/04. During the five years of
HPSP, the proportion of the development partners’ contribution
to HPSP stood at around 66%, which fell to 54% during the
first three years of HNPSP.

A number of serious obstacles within the health system
including widespread corruption, reduced foreign aid flow,
drainage on public funds by inefficient public facilities, lack
of fiscal accountability, weak overall development planning
and poor absorptive capacity are hindering the resource
allocation and budgeting process of the sector [28, 29].
Moreover, the inefficiency of the system of allocating health
care resources from national to local level is perhaps one of
the major obstacles to universal access to quality care leading
to significant inequity in health status among different socio-
economic groups [30]. The Bangladesh public health
expenditure pattern appears to be regressive allocating more
resources to richer districts than to the poorer ones [31, 32].
Influential socio-political and economic elites are mostly
concentrated in richer districts [33]. They usually weigh more
heavily in the political process of resource allocation.
Nevertheless, this has attracted the attention of policy makers
in recent years primarily due to the continued advocacy from
NGOs and civil society groups. Table-2 presents the
allocation of financial resources to health in 2007/08 to
2010/11.

Table 2. Bangladesh budget: investment in health.

Total Health Expenditure in the Budget 2007/08 2008/09 2009/10 2010/11
(BDT Billions) 796.14 999.62 1,138.19 1,321.70
Health as a % of the Total Budget 6.60 5.90 5.90 6.20
Health Allocations in Non-Dev Budget (BDT Billion) 526.50 725.85 821.80 924.76
Health as a (%)of the Non-Dev Budget 5.00 4.30 4.40 4.80
Health Allocation in Dev Budget (BDT Billions) 269.64 273.79 316.39 396.94
Health as a (%) of the Dev Budget 9.70 8.90 9.70 8.70

Source: Ministry of Finance (GOB). Budget in Brief (various years)

Although allocation for health increased substantially since
2007/08, it remained stagnant as a percent of the total budget
(Figure 4). At the same, as noted earlier, Bangladesh spends a
much lower percentage of its GDP on health (Figure-5). For
example, while Maldives spends 10.8% of its GDP on health,
the figure for Bangladesh is only 3.5%. Similarly, South

Africa and Tanzania spends 8.9% and 7.3% of their GDP on
health respectively. Even Nepal spends more than 6% of its
GDP on health. Clearly Bangladesh can and should allocate
significantly more of its GDP to health. It should be noted
that if OOP contributions are excluded, Bangladesh spends
barely 1.5% of its GDP on health.
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5. Discussion

In the last three decades Bangladesh has
commendable progress in health and
development. The remarkable achievements of the health
sector are in unison with the overall development process.
Bangladesh has made significant progress in basic health
indicators in recent years - infant and maternal mortality rates

achieved
Socio-economic

have declined, immunization coverage has increased, a
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number of epidemic diseases have been eradicated, and
overall morbidity has declined [33, 34]. Life expectancy at
birth for both males and females has gone up since the 1980s
[35]. Most importantly, the gender gap in life expectancy at
birth — so prevalent since the independence of the country in
1971 has completely disappeared in recent years. Infant/child
mortality and fertility rates have also declined significantly
[34].
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Figure 5. Total Health Expenditure as a % of GDP in Selected Countries, 2013.

Source: World Bank 2013.

Despite these achievements, the health sector faces
multifarious challenges in ensuring universal access to basic

healthcare and providing services of acceptable quality;

improvement in nutritional status, particularly of mothers and
children; prevention and control of major communicable and
non-communicable diseases; supply and distribution of
essential drugs and vaccines; survival and healthy
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development of children; the health and well-being of women;
reducing financial burden on households due to increasing
health care costs and the adoption and maintenance of
healthy lifestyles. Resource constraint poses a serious
problem to meet these challenges. Bangladesh currently
allocates inadequate fiscal resources for health because of
relatively small tax base and the resultant scarcity of
resources. Thus, there is a need to expand the tax base to
generate more revenues and at the same time explore avenues
for generating additional resources for health. In this respect,
it is high time to explore and introduce various types of
health insurance programs including community health
insurance schemes with a view to generate additional
resources for health.

First and foremost, Bangladesh must give priority to health
and allocate a much greater proportion of its budget for
health care. This would also require systematically expanding
the tax base in order to generate more public resources for
health. Given the robust GDP growth (averaging almost 6%
during the last decade and expected to continue), it should
not be difficult for Bangladesh to significantly increase its
allocation for health. The government and the polity at large
must recognize health as a fundamental human capability
essential to enjoy life as well to be productive members of
the society. In other words, the intrinsic as well as the
instrumental value of health must be equally recognized.

Second, Bangladesh needs to invest in improving the
infrastructural facilities of the health system. This initial
investment is required to improve the quality of health care
services available at public health facilities. As noted in the
previous section, without such initial investment and
substantial improvement in the quality of services, the public
health system would fail to attract the well-to-do classes to its
facilities. These are the people who could “pay” for their
health care services and subsidize the poor. The development
partners can play an important role in contributing to this
initial investment for strengthening and enhancing the health
system.

Compulsory social health insurance has its benefits.
International literature suggests that, there are three main
benefits of insurance (Abel-Smith, 1992; Normand, 1999).
First, it has the potential to expand the revenue base for
improving quality of existing services as well as to extend
coverage to a greater proportion of the population. Second, it
can provide protection against high and often catastrophic
out-of-pocket expenditures incurred for health care. Finally,
it could help develop the system’s capability to obtain
(purchase) services in a more cost-effective manner.
Countries that introduced health insurance realized some of
these benefits. In China and India heavily subsidized health
insurance plays an important role in mitigating the societal

burden of financial catastrophe that many face in obtaining
health care in Bangladesh as well as in many other
developing countries.

However, in the context of Bangladesh greater caution must
be used before introducing any community-based health
insurance. While social insurance may generate additional
funds from the well-to-do classes (only if the quality of
services can be improved through initial investment to lure
these classes of people to the public health system), the poor
must be covered through public funding. That would require
massive infusion of public funding for the health system. A
combination of these strategies — initial investment to
improve quality of services, full public funding for the poor,
and infusion of significant additional public resources —
could pave the way for introducing community-based social
health insurance. For universal health coverage, policy
makers need to carefully project the minimum amount of
resources the GOB needs to spend, and the possible ways to
generate the required amount of money (income tax, other
taxes, donor contribution). Social health insurance can be
initiated as a financing mechanism with the aim to strengthen
the financial risk protection, and extend health services and
population coverage, with the ultimate aim to achieve
universal coverage.

However, introduction of community-based social insurance
system will require a fundamentally different skills-set for
those in charge of the health system at the local level. It
would require creation of a separate organizational entity to
manage the SHI separating the payer and the provider of
health services. Strengthening the monitoring mechanism
along with a strong health information system would be
essential for this purpose. Establishment of a devolved health
system ensuring a greater decision-space to the local level is
also an important pre-requisite for enhancing the efficiency
and effectiveness of the system. Increased work load due to
increased number of clients may influence the human
resource management issues within facilities. This may also
require a strong referral linkage among different levels of
public health facilities, or even referring patients to
private/NGO facilities, if requires. Implementing explicit
insurance schemes will require skills in finance, accounts and
management. To make decisions about whether or not to
scale up insurance schemes, stakeholders need to be fully
informed about how organizations respond to the adjustments
required for financing and delivering the benefit package
through an insurance scheme. It is, therefore, crucial to have
detailed cost information on availability of human resources,
their competencies, availability of physical infrastructure,
medicines and logistics and the existing referral system of
health facilities at different levels to meet the needs of the
benefit package offered by the insurance scheme.
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A benefit package needs to be identified for the insurance,
which should include services that have important
externalities. In the case where there is no externality from
non-treatment as in the case of maternal health or chronic
non-communicable diseases, they might be initially targeted
at low income groups. A referral linkage must be designed
and implemented for the services not covered by the benefit
package. Non-governmental organizations (NGO) may be
entrusted with the provision of improved service package to
the target groups. However, as noted earlier, adequate public
funding must be there to ensure universal accessibility to the
essential package for the poor.

For designing and implementing the health insurance and
providing a benefit package, the government must have
coherent organizational structures, technically competent
staff, and an effective intergovernmental structure which
allows efficient resource generation, information flow and
efficient and effective implementation at national, regional,
and local levels. Government can introduce the scheme in
phases. At first, government can conduct pilot projects in
selected areas, and can then scale up based on lessons learnt
from the pilot projects. Along with the public sector, NGOs
can also be encouraged to provide social health insurance.
For example, NGOs involved in providing micro credit can
start providing health insurance to their clients.

6. Conclusion

In closing, Bangladesh needs a three-pronged approach to
introduce and sustain universal health coverage for all based
on a prudently fashioned essential package of services. First,
the country must significantly increase its public funding for
health care so that the poor are never deprived of essential
health care services. Second, Bangladesh needs to invest
“heavily” in improving the infrastructure of health facilities
so as to enhance the quality of services offered. Such initial
investment (donors can play a critical role in this) is essential
to improve quality of services and thereby attracting the well-
to-d- classes to publicly funded health system. Third, on a
pilot basis Bangladesh should experiment with various kinds
of health insurance schemes including community-based
social health insurance to generate much needed additional
resources from the well-to-do classes. Lessons learned from
such pilot projects could be replicated widely. Such a three-
pronged approach could be pivotal in designing,
implementing and sustaining universal health coverage in
Bangladesh on the basis of an essential package of services.
Clearly significant scaling of public funding for health care is
the fundamental building block of such a three-pronged
approach for ushering in universal health care in Bangladesh.
At the same time, the country must work diligently in

reducing the out-of-pocket expenses on health care so that
the fundamental principle of equity can be maintained and
further strengthened.
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