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FOREWORD

The world we are in today is fundamentally different than when we last published the Global
Monitoring Report for Financing Protection in 2019. Almost two years into the COVID-19 pandemic,
none of us is the same. This reportis fundamentally about people. It does the hard work of collating,
analysing and synthesizing data across the world to track the status of financial protection as part
of the overall measurement of universal health coverage (UHC). These data show us that progress
is possible, but that financial hardship remains a major challenge on the road to UHC. As of 2017
at least 1.4 billion people incurred financial hardship due to out-of-pocket health spending; of
whom half a billion were already living in, or were pushed into, extreme poverty. As the report lays
out, given the combined health and economic shock of COVID-19, this number will likely only grow.

We humbly publish this report recognizing that most of the data it presents predates the pandemic.
However, we are also acutely aware of the need to look back to understand the systemic weaknesses
that led us to where we are today, to be able to look forward to building stronger, more resilient,
and inclusive systems that protect all people. Given the macro-fiscal outlook, we know this will
require clear and proactive policies that prioritize public spending on health with adequate financial
protection mechanisms and social support, particularly for the poor. Importantly, the 2021 Global
Monitoring Report pushes into new territory by revealing the persistent financial hardship and
financial barriers that especially the poorest and most vulnerable households face when trying to
access health care. Equity is at the heart of UHC, and it is clear we must redouble our efforts to
support and protect these households over the entire life cycle, as their numbers are only growing
as the pandemic continues to take its toll. To this end, this report stresses that any expenditure on
health care by the poor is further impoverishing and that improved financial protection does not
only have intrinsic value, but is also key to overall poverty eradication.

As we continue to jointly monitor financial protection, going hand-in-hand with efforts to measure
service coverage, we do so with a firm commitment to build, adapt and improve not just our own
metrics but also to refine the policies that enable improvement. COVID-19 is a stark reminder
that policy adaptation happens in real time. For this reason, the complimentary analysis on the
pathways through which the COVID-19 pandemic is likely to impact financial protection in 2020 and
beyond presented in this report is an important addition to the 2021 Global Monitoring Report on
Financial Protection. This pathway analysis provides clear indications of the targeted, deliberate
and equity-focused policies that will be needed to buttress households as we continue to respond
to the pandemic and its fallout. These efforts are an investment in the future health, well-being,
and, importantly, economic viability of households and countries alike.

As calls for global solidarity ring out, this report translates these calls into the consequences for
households. We must not lose sight that ensuring access to quality health services without facing
financial hardship is both a health and economic objective. To make good on the commitment to
UHC, including financial protection, public policy must commit to public spending and supportive
policy action with a clear focus on those countries and households most in need.

Zsuzsanna Jakab Juan Pablo Uribe
Deputy Director-General Global Director
World Health Organization Health, Nutrition and Population

The World Bank
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In memoriam
Dr Robert Adam Stephen Wagstaff

Dr Adam Wagstaff, a key contributor to the development of the indicators
of financial hardship in this report, champion for their inclusion in the
Sustainable Development Goals, and lead of the World Bank team for
the previous Global Monitoring Reports, passed away at the age of 61 on
May 10, 2020.

After establishing an impressive academic career at an early age,
with seminal contributions to the measurement of equity in health,
Adam joined the World Bank in 1999, and led and managed the Bank’s
research on health, education, and social protection from 2009 until
his passing. Passionate about putting research into practice, he was
deeply involved in transitioning the World Bank’s mission from a focus on
economic growth to a strongly pro-poor agenda that emphasizes human
development and shared prosperity. Adam also strongly influenced the
development of the health-related Millennium Development Goals, where
he successfully advocated for the inclusion of equity. Later, his work on
equity and the measurement of financial protection in health was crucial
in operationalizing the concept of Universal Health Coverage, whose
inclusion as a Sustainable Development Goal he championed, and whose
tracking he was instrumental for as the World Bank team’s lead for the
2015, 2017, and 2019 Global Monitoring Reports on Universal Health
Coverage and Financial Protection in Health.

Adam maximized the impact of his work by making it accessible to
both technical and non-technical audiences that spanned colleagues,
government officials, academics, and students alike. Even more important
to him was to empower others to conduct their own research into health
equity and financial protection. To this end, he developed publicly available
databases and easy-to-operate software tools, taught their application
across the globe, and initiated many scientific collaborations between
researchers in low- and middle- and high-income countries.

Despite this strong commitment to practice, Adam remained a prolific
writer of scientific papers, books, reports, and blogs throughout his career,
putting him among the top 20 most cited health economists in the world.

Adam epitomized intellectual curiosity, rigor and excellence, a strong
commitment to data and evidence-based decision-making, a passion for
effective communication and knowledge sharing, and an impatience to
get things done that was firmly rooted in the goal of improving the lives
of those most in need.
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EXECUTIVE SUMMARY

Financial protection is an intrinsic part of universal health coverage (UHC) and, together with
service coverage, is one of the health systems’ goals. Financial protection is achieved when: there
are no financial barrier to access; and direct payments required to obtain health services (out-
of-pocket health spending) are not a source of financial hardship.

A full account of financial hardship requires monitoring of impoverishing health expenditures,
including any amount spent on health out-of-pocket by the poor, in addition to large out-of-pocket
health spending. Out-of-pocket (O0P) health spending is an inefficient and inequitable way of
financing health and should be reduced as much as possible in favour of pre-payment mechanisms.
When it contributes to health financing, it should not be borne disproportionately by the poor and
not at all by the poorest. Since 2015, the World Health Organization (WHO)] and the World Bank have
been reporting progress on reducing financial hardship at the global level using two main indicators:
i) the incidence of catastrophic health spending, defined as the population with large O0P spending
in relation to household consumption or income (Sustainable Development Goal (SDG) indicator
3.8.2 with ‘large’ defined using two thresholds 10% and 25%]; and ii) recognizing that even lower
thresholds of OOP health spending in consumption or income can lead to financial hardship, the
proportion of the population impoverished by O0OP health spending (7). This report goes one step
further, to include a focus on the poor spending any amount on health OOP. Those payments matter:
they represent a major challenge to “End poverty in all its forms everywhere” (SDG 1) arising from
OOP health spending by the poorest. Tracking all OOP health spending is critical to monitoring
financial hardship across the whole population, in line with the pledge to leave no one behind that
is at the heart of the SDGs.

Pre-pandemic, trends in catastrophic health spending were already going in the wrong direction.
The incidence of catastrophic spending (as tracked by SDG indicator 3.8.2) increased continuously
between 2000 and 2017. Most recently, between 2015 and 2017, the proportion of the population with
00Ps exceeding 10% of their household budget rose from 12.7% of the population (940 million) to
13.2% (996 million) and was driven by: (i) an increase in the amount people spent per person O0P
for health; and (i) a higher rate of growth of 00P spending relative to growth in private consumption.
These trends emphasize the need to focus urgent policy attention of how health systems are financed.

The number of people incurring impoverishing health spending remained unacceptably high. The
proportion of the total population pushed and further pushed below the PPP$1.90 per day line of
extreme poverty decreased substantially and continuously at global levels from 19% in 2000 to 6.7%
in 2017. At the relative poverty line (living with less than 60% of median per capita consumption or
income) however, rate of impoverishing health spending only started to decrease in 2015, and at a
much lower pace, from 15.8 % to 15% in 2017. Despite higher levels of public spending, reductions
in impoverishing health spending did not occur in high-income countries and overall, globally in
2017, half a billion people were pushed or further pushed into extreme poverty, and 2.2 times as
many went into or further into relative poverty (see Table 1). Across all country income groups,
the poor spending any amount OOP on health represented between 83% and 89% of the people
incurring impoverishing health spending. These dauting statistics draw attention to the need to
ensure coverage policies aim to reduce financial hardship among the poor, even in relatively well-
resourced health systems.



The world was off-track to reduce financial hardship with at least 1.4 billion people facing
catastrophic and/or impoverishing health spending. The overlap between those incurring
catastrophic health spending and impoverishing health spending was relatively small (11% at most
estimated on a sample of 141 countries). Hence, in 2017 the total number of people incurring
financial hardship ranged between 1.4 billion people and 1.9 billion people depending on the poverty
line used to identify impoverishing health spending (i.e. the global extreme poverty line or the
relative poverty line). Most of the population facing catastrophic health payments was concentrated
in lower and upper middle-income countries, and in the Asia region. The population pushed into
extreme poverty (at PPP$1.90 per day) was concentrated in low and lower middle-income countries,
as well as in Africa (due to a high incidence) and in Asia (due to the large population size). Based
on a relative poverty line definition, impoverishing health expenditure were more concentrated
in upper-middle income countries and Asia. The proportion of the population incurring financial
hardship tended to be lower in countries with greater reliance on public spending. But, country level
analysis shows that population coverage, policies to limit co-payment backed by effective health
financing measures, targeting and the comprehensiveness of the benefit package are all essential
to transform increase in public spending to reductions in financial hardship. Reducing gaps in the
coverage of outpatient medicines is critical to reduce financial hardship in many regions. Recent
evidence from Latin America and the Caribbean confirms the importance of medicines as a driver
of OOP health spending and complements existing evidence from Europe, South-East Asia and a
sample of countries in Africa.

Aging was an amplifying risk factor for financial hardship. Older people (those aged 60 and older]
represent an increasing share of the population across most countries. Using a life-cycle approach
- over 92 countries accounting for half of the world population in 2017 - this report underlines the
role of aging as an amplifying risk factor for financial hardship: those living in older households
faced the highest rates of catastrophic health spending, and that those living in multigenerational
households had higher rates of further impoverishment due to OOP health spending. To improve the
life of older people, their families and communities in line with objective of the 2021-2030 decade
of healthy aging, making progress toward UHC will require extension and improved targeting of
benefit packages to reduce financial hardship and to meet the health needs of people living in
older or multigenerational households, especially the poorest and most vulnerable segments of
elderly populations.

Immediate actions are needed to improve the production speed and frequency of data on household
out-of-pocket health spending and on total consumption expenditure. These adjustments are
needed to reduce the current average lag of four years in generating indicators of financial
hardship due to OOP health spending and collect sufficient evidence regarding the level of financial
hardship experienced during the COVID-19 pandemic. At the time of producing this report, very few
estimates are available for 2020. Existing data do not show a significantly different pattern compared
to previous years. When more data becomes available, a clear understanding of the circumstances
under which the data were collected (e.g. method of capture, recall period of the health expenditure
items, survey period) in addition to in-depth analysis of indicators of access to care, unmet needs
and barriers to access will be needed to understand the patterns during the peak of the pandemic.
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Table 1. SDG-related indicators of financial hardship (in millions of people), 2000-2017

I R T TR I T

Catastrophic health spending (SDG indicators 3.8.2)

Population spending more than 10% of their household on health

out-of-pocket (SDG 3.8.2, 10% threshold) 579 708 785 940 996

Population spending more than 25% of their household on health

out-of-pocket (SDG 3.8.2, 25% threshold) Ut Uiy L 2 2

Population with impoverishing health spending at the PPP$1.90 per day

. 1159 1009 826 664 505
line of extreme poverty

Impoverished by out-of-pocket health spending 124 130 122 115 70

Further impoverished by out-of-pocket health spending (the poor

spending any amount on health out-of-pocket) e 0 s e e

Population with impoverishing health spending at relative poverty line 630 808 1007 1153 1125

Impoverished by out-of-pocket health spending 91 122 154 182 172

Further impoverished by out-of-pocket health spending

(the poor spending any amount on health out-of-pocket) 539 686 853 771 753

Note: The relative poverty line is defined as of 60% of median per capita consumption or income in each country.

Source: Data from the Global database on financial protection assembled by WHO and the World Bank, 2021 update.

COVID-19 and Financial Protection

COVID-19 is likely to significantly worsen financial protection globally. Lack of data currently
precludes a detailed and comprehensive assessment of the impact of COVID-19 on financial
protection. Nevertheless, the combined economic and health impacts of COVID-19 point towards the
strong likelihood of a significant worsening of financial protection globally - higher rates of foregone
care due to financial barriers as poverty grows, and for those seeking care, a higher incidence of
catastrophic spending and worsening impoverishment due to OOP health spending - resulting from
the pandemic, in particular among low- and middle-income countries and lower-income households.

Over and above the health effects, COVID-19 has also resulted in a deep global economic
contraction. In 2020, the world experienced one of the largest declines in GDP in more than a century,
unprecedented in scale, with most countries seeing negative economic growth - and almost all
seeing a slowdown in economic growth (2. Declining incomes and mobility restrictions contributed
to a rapid decline in private consumption, declining investment and increased unemployment in
most countries (2-4). Millions of people have been forced into poverty, with the poor and most
vulnerable populations bearing the economic brunt of the pandemic (5). The confluence of these
economic factors means that, on average, households have fewer resources to pay for health care,
and it has done so in the most detrimental way possible: by hitting the poor and most vulnerable
households the hardest.

In the face of these health and economic pressures, governments worked to buttress households
and the overall economy in 2020 through large increases in overall government expenditure.
However, these expenditures are matched with large declines in government revenues, with tax
revenues declining on average by 1.5 percentage points of GDP in 2020 (2). Higher government
spending combined with lower government revenues implied higher levels of deficit financing and
a jump in levels of public debt across most countries, which will have long-term effects on debt
servicing payments, placing additional pressure on constrained fiscal envelopes. The confluence
of these factors means that public spending on health will face constraints in the years to come.
These constraints raise even more concerns about financial protection, particularly for the increased
number of poor households, given the protective role of public spending.

Executive summary
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The unique nature of the COVID-19-induced economic crisis means that the impact on health-
seeking behaviour is mixed. First, care-seeking demand has increased for COVID-19-related test
and treatment services. While many countries put into place policies to reduce financial barriers to
seeking COVID-19 services, survey results show that people in some contexts continued to pay OOP
for these services (~35% of households in April 2021 survey) (é]. In some cases, these COVID-19-
related payments placed financial hardship on households. Based on the Global COVID-19 Trends
and Impact Survey across respondents from 110 countries, between 8% and 18% of the population
receiving COVID-19 tests reported reducing their spending on household necessities (such as food,
housing and utilities) to cope with related costs (4).

The pandemic reduced the demand and supply, shifting patterns of access and utilization of all
essential health services (7). While many factors contributed to these utilization decreases, at least
some was related to financial barriers. The World Bank High Frequency survey shows that 19% of
households across all low- and middle-income countries in the sample reported not being able to
access the health care services they needed and financial barriers as the most-commonly reported
reason for foregoing care (cited by 31% of households reporting access barriers in the full sample of
countries) (4). In low-income countries, these rates were much higher, with 58% of the households
reporting not being about to access services citing lack of money as key reason (i.e. 5.9% of all
households in the survey in low-income countries). This evidence appears to confirm that there is
a direct link between the household-level economic impact of COVID-19 and financial barriers to
seeking care. These financial barriers will be compounded by increased self-medication that will
also contribute to increased O0P expenditures (8). This pattern of self-medication not only raises
financial protection concerns, but also has potential negative externalities for health, in particular
antimicrobial resistance [9].

Figure: Main reasons reported by households for not accessing health care when needed, multi-country evidence

Country income group

All

Upper middle-income
Lower middle-income
Low-income

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Proportion of households not able to access needed health care

. Financial reasons . COVID reasons . Supply reasons Other reasons

Note: UMICs n=1to 13 LMICs n=2to 17; LICs n=3 to 12. Data collected between April and August, 2020.

Source: Authors calculations using data from the World Bank High Frequency Survey (2021) (4]. Data collected between April
2020 to August 2020.

This worsening of financial protection will likely be sustained in the medium term unless proactive
policy efforts are made. These policies can include, pro-poor focused increases in public spending to
crowd-out OOP spending for health, enhanced social protection support, removal of co-payments and
other fees at the time and place of seeking care, cash transfer payments for stimulating utilization
among poor and vulnerable households, and expansion in coverage for and strengthening of primary
health care - not just to recover but also to accelerate progress towards UHC. It will be critical to
adapt data collection tools and relevant metrics to closely monitor the financial protection trends,
so that barriers to seeking care for households can be identified and understood, and to support
development and targeting of related policy interventions.
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Financial protection monitoring for 2021: what has changed since 2019?

The Global monitoring report on financial protection in health 2019 found mixed trends in financial
hardship, with an increasing share of the world’s population incurring catastrophic health spending
and fewer pushed into poverty. Accordingly, it called for a doubling of efforts to provide financial
protection (7). Chapter 1 of the current report confirms previous trends and provides an alarming
2017 pre-coronavirus disease (COVID-19) baseline. Chapter 2 unpacks and discusses the potential
pathways through which financial hardship will likely be worsened in many settings due to COVID-19.

Key features of this report include:

Clarification of the distinction between financial hardship and financial protection.

Global and regional estimates of financial hardship, based on a greater number of data points
from more countries than the 2019 Global Monitoring Report (7):

- This 2021 report relies on 903 data points on catastrophic health spending from 161 countries
or territories (compared to 739 datapoints in the 2019 report), and on 816 data points on
impoverishing health spending from 149 countries or territories (compared to 719 datapoints
in the 2019 report).

- This 2021 report also includes sufficient new data to advance the 2015 reference year for
the global and regional estimates to 2017. There are indeed 111 countries with at least one
survey-based estimate on catastrophic health spending available between 2014 and 2020
and 99 with at least one survey-based estimate on impoverishing health spending over the
same period.

A focus on out-of-pocket (00P) health spending by the poor, recognizing that for poor households,
OOP payments can cause financial hardship even when they spend less than 10% of their
budget on health. The current report therefore provides estimates of the numbers of people
and proportions of the population who are already poor and are pushed further into poverty by
OOP health payments for 149 countries or territories.

Allindicators of financial hardship were included in a country consultation conducted by the World
Health Organization (WHO) and the World Bank between March 2021 and July 2021. 27 countries
or territories produced the estimates for the Sustainable Development Goal (SDG) indicator 3.8.2
that are used in this report (with or without collaborating with WHO and/or the World Bank]. 14
of them also produced the indicators of impoverishing health spending. No consultation was
conducted for less than 5% of the countries or territories, which did not receive their estimates
because they did not nominate a focal point. The 33 WHO Member States without any financial
hardship estimates available were informed about the methods and data needed to produce
them in the future.

Estimates on the joint distribution of catastrophic health spending and impoverishing health
spending were produced for 141 countries or territories. For this analysis, catastrophic health
spending was defined using the SDG indicator 3.8.2 at the 10% threshold and impoverishing
health spending was defined using the extreme poverty line ($1.90 a day in purchasing power
parity (PPP)) and the relative poverty (defined as 60% of median per capita consumption or
income in each country).

A focus on the age profile of people incurring financial hardship was also included. Estimates of
catastrophic and impoverishing health spending across households with different age composition
were produced for the first time: for 92 countries or territories, representing 53% of the world
population in 2017.

A call to adapt data collection tools and relevant metrics to enable close monitoring of financial
hardship and identification of financial barriers to care-seeking as a prerequisite for the
development of targeted, timely and effective policy interventions.

The report uses data from a range of sources, including from novel data collection methods
adapted to the COVID-19 pandemic context.

Executive summary
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FINANCIAL HARDSHIP
BEFORE THE COVID-19
PANDEMIC
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Financial hardship is a key consequence of inadequate of financial protection mechanisms.

A focus on impoverishing health spending, which includes out-of-pocket health payments pushing households below
the poverty line and any amount spent out-of-pocket on health by the poor, is critical to monitoring financial hardship
across the whole population.

Before the COVID-19 pandemic, the world was off-track to reduce financial hardship due to health expenditures
because trends in catastrophic health spending were continuously increasing and the numbers of people incurring
financial hardship remained unacceptably high.

In 2017, the total number of people incurring financial hardship ranged from 1.4 billion to 1.9 billion people depending
on the poverty line used to identify impoverishing health spending [i.e. the poverty line of extreme poverty versus
relative poverty.

Most of the 996 million people facing catastrophic health payments were concentrated in low-income and upper
middle-income countries, and in the Asia Pacific region.

The 505 million people pushed or further pushed into extreme poverty by out-of-pocket health spending were
concentrated in low-income and lower middle-income countries, as well as in Africa (due to a high incidence) and
in Asia (due to the large population size). Based on a relative poverty line definition, the 1.12 billion people with
impoverishing health expenditures were also more concentrated in Asia and in upper middle-income countries.

The poor spending any amount on health out-of-pocket represented between 83% and 89% of the people incurring
impoverishing health spending. To substantially reduce financial hardship, in addition to limiting relatively large out-
of-pocket health spending, the poor and ‘near-poor’ need to be effectively exempted from making out-of-pocket
payments when seeking care.

People living in older households face the highest incidence of catastrophic health spending across all country income
groups and those living in multigenerational households face the highest rates of impoverishing health spending. These
findings highlight the need for targeted coverage extensions for households with vulnerable demographic profiles.

The proportion of the population incurring financial hardship tends to be lower in countries with greater reliance on
public spending.

In many regions, reducing gaps in the coverage of outpatient medicines is critical to reduce out-of-pocket health
spending and resulting financial hardship.

Immediate actions are needed to improve the production speed and frequency of data on household out-of-pocket
health spending and on total consumption expenditure, to avoid insufficient evidence regarding the level of financial
hardship experienced during the COVID-19 pandemic.



Financial protection lies at the core of universal health coverage (UHC) and represents one of the
final coverage goals of the health system. Financial protection is achieved when: (i) there are no
financial barriers to access; and (ii) direct payments required to obtain health services (00P health
spending, Box 1) are not a source of financial hardship. The starting point to clarify the distinction
between these two criteria is to consider all the population in need of health care services and/or
health products, rather than a specific subgroup with a particular health need or in need of a
particular intervention (Fig. 1). Some of the people seeking care face barriers to access related to
financial constraints, acceptability issues, unavailability of services, or accessibility, to name a few
of the most frequent dimensions (70-75). All such barriers contribute to delaying and preventing
people from using services (hereafter simply referred to as foregone care). Even when contact is
established, Fig. 1 shows that access to care can be a source of financial hardship if OOP health
spending is large in relation to a household’s welfare. If they are not, then access to care does not
result in financial hardship.

I Box 1: Out-of-pocket health spending definition

Out-of-pocket health spending is defined as any spending incurred by a household when any member uses a health
good or service to receive any type of care [i.e. preventive, curative, rehabilitative or long-term care), provided by any
type of provider, for any type of disease, illness or health condition, in any type of setting (e.g. outpatient, inpatient, at
home]. It includes formal and informal expenses directly related to the cost of seeking care as mapped in division 06
of the UN classification of individual consumption according to purposes (COICOP-2018) (i.e. on medicines and medical
products (06.1), outpatient care services, including dental care (06.2), inpatient care services, including inpatient dental
care (06.3), diagnostic imaging services and medical laboratory services (06.4.1) and patient emergency transportation
services and emergency rescue (06.4.2)) (16). It excludes pre-payment (e.g. taxes, contributions, or premiums) and
reimbursement of the household by a third party such as the government, a health insurance fund or a private
insurance company. It also excludes indirect expenses (e.g. non-emergency transportation cost] and the opportunity
cost of seeking care (e.g. lost income) (77). COICOP was revised in 2018 to provide more information on important
components of household care consumption (Annex A1).

Catastrophic health spending represents a sufficient, but not a necessary condition for financial
hardship to occur (Box 2). The definition of catastrophic health spending used in relation to SDG
indicator 3.8.2 is focused on relatively large OOP health spending, in effect those exceeding 10%
and 25% of the household’s total consumption or income (budget). Recognizing that for poor and
near-poor people it is the absolute level of OOP health spending that is crucial - even if it represents
less than 10% of a household budget - indicators of impoverishing health spending are also used
to track financial hardship. Impoverishing OOP health spending occurs when a household is forced
by an adverse health event to divert spending from non-medical budget items such as food, shelter
or clothing to such an extent that its spending on such items is reduced to below or further below
the level indicated by a poverty line. The poverty lines used in this report are chosen to assess to
what extent OOP health spending deters efforts to “End poverty in all its form everywhere” (SDG 1).
The link with SDG target 1.1 (elimination of extreme poverty) is made by using the extreme poverty
line ($1.90 a day in 2011 PPP terms).> To link with SDG target 1.2 (reduction of poverty everywhere),
a relative poverty line defined as 60% of median per capita consumption or income is used in this
report. The degree of overlap between catastrophic and impoverishing health spending depends on
their definition and is empirical. Fig. 1 suggests the intersection is small as the current definitions
used at global levels are not interrelated, but other definitions with a greater degree of overlap exist
(see also Annex A2 and Annex Table A10). When OOP health spending are neither catastrophic (they
represent less than 10% of a household budget in the SDG framework] nor impoverishing, then
access to care does not result in financial hardship. In all other cases, it does (Fig. 1.

a The international poverty line of US$1.90 is expressed in 2011 PPP terms. In the rest of the chapter dollars always refer to international
dollarsin 2011 PPP terms and are denoted PPP$. This poverty line corresponds to the median national poverty line of low-income countries
(1]. Indicators of impoverishing health spending based on a higher poverty line of PPP$3.20 a day, which corresponds to the typical standard
used to assess national poverty levels by lower-middle-income countries (29), are included in the annexes but are not discussed in the report.
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Finally, Fig. 1 clearly shows that tracking financial hardship is not sufficient to assess the degree
of financial protection. When households must either forego care because of financial barriers,
or when access to health services results in financial hardship, then the population in need of
health care lacks financial protection. This report is focused on monitoring financial hardship
and provides some evidence related to financial barriers to access (Box 8, in section 1.5). The
monitoring of universal health coverage in the SDG monitoring framework requires tracking
catastrophic health spending and service coverage jointly, and evidence on both covering
the pre-pandemic period is briefly discussed in section 1.5 but further details are available
in Tracking universal health coverage: 2021 monitoring report (18] published at the same time
than this report. Chapter 2 of the current report discusses the implications of the COVID-19
pandemic for financial protection.

Figure 1. Financial hardship due to out-of-pocket health spending

All people in need of health care goods and services
[
; ;

Non financial Financial Utilization
barriers barriers

Out-of-pocket No out-of-pocket
spending payment

Neither
catastrophic, nor
impoverishing

Catastrophic Impoverishing
payments 00P

Non-financial
barriers
- Foregone care

No financial hardship
due to out-of-pocket
spending

Financial barriers Financial hardship due to
- Foregone care out-of-pocket spending

Lack of financial protection

Notes: Catastrophic and impoverishing out-of-pocket health spending are metrics used to identify in which cases out-of-pocket
health payments are a source of financial hardship (see Box 2). Catastrophic out-of-pocket metrics include SDG 3.8.2, capacity to pay
approaches, etc. (see annex A2). Impoverishing out-of-pocket metrics include indicators to identify both people impoverished and
further impoverished by out-of-pocket health spending, using various poverty lines (e.g. the global extreme poverty line, a relative
poverty line).
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I Box 2: Different measures to understand financial hardship due to out-of-pocket health spending

Out-of-pocket health spending is a source of financial hardship. Financial hardship is assessed by comparing either a
household’s OOP health spending to its ability to pay (metrics based on this approach are used to identify catastrophic
health spending] or its consumption levels (gross and net of 00OP health spending) relative to a poverty line (metrics
based on this approach are used to identify impoverishing health spending)

For some people the relative level of OOP health spending is a source of financial hardship (incidence of catastrophic
health spending, see also Annex A2)

Within the SDG monitoring framework, the incidence of catastrophic health spending is measured as the proportion
of the population with OOP health spending exceeding 10% or 25% of the household’s total consumption or income
(budget) (79). Richer households might be spending more than 10% (or 25%) of their budget on health care, which might
lead to cutting spending on other needs but not necessarily to below-subsistence levels. Less wealthy households
might be spending less than 10% of their budget on health and still struggle to reach a decent living standard. The
latter are not captured by SDG 3.8.2. Other indicators of catastrophic health spending used at regional levels (Annex
Table A10) are more sensitive to financial hardship among poorer households and do count households who spend
less than 10% (Annex A2).

For others the absolute level of 00P health spending matters (population impoverished or pushed into poverty)

For some people it is the absolute level of OOP health spending that matters. These are people with consumption
levels above a poverty line only because of O0OP health spending, while consumption on necessities (e.g. food, housing
and utilities) might lie below minimum living standards. The proportion of the population impoverished by OOP health
spending (pushed into poverty] is an estimate of their number as a share of the total population. It is measured as
the change in the poverty headcount ratio resulting from the exclusion of OOP health spending from the indicator
of household welfare (1,20,21). To ensure cross-country comparability - and because consumption is generally the
preferred welfare measure (22] - this report uses consumption (gross of OOP health spending) as the measure of
household welfare; income is used only where WHO and the World Bank do not have access to consumption data for
global monitoring.

For the poor any amount spent on health OOP is a source of financial hardship (population further impoverished or
pushed further into poverty)

Some people have consumption levels below a poverty line even when OOP health spending is included in their total
consumption (i.e. they are already living below the poverty line). Out-of-pocket health spending deepens their poverty
levels, but they are not counted in the incidence of impoverishment. In previous global reports, the increase in the
poverty gap due to OOP health spending was used to take into account the effect of OOP health spending on both
people impoverished and further impoverished into poverty (7,23-4). This report goes one step further and counts the
poor spending any amount on health OOP as a proportion of the total population, as the poor are forced to make the
difficult choice of reducing their consumption of non-medical necessities, even if for a short period of time, or engage
in potentially harmful coping mechanisms such as distress sales of productive assets and indebtedness to try to limit
the short-term adverse effect on their living standard (25,26]. By adding this indicator, it is possible to monitor financial
hardship across the whole population: those incurring relatively large OOP health payments regardless of their poverty
status; those for which the absolute level of OOP spending is sufficient to impoverish them; and the poor who are further
impoverished by any amount spent on health OOP. The total number of people incurring impoverishing health spending
includes both those impoverished and those further impoverished. These two groups are always mutually exclusive.
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1.1. How many people experienced financial hardship?

1.1.1. 2017 baseline

In 2017, a staggering number of people experienced financial hardship when paying out-of-pocket
for health.

In 2017, the latest year for which it is possible to produce global estimates (Annex A3), almost 1 billion
people spent in excess of 10% of their household budget on health OOP (Fig. 2] of which, 290 million
spent at least a quarter of their household budget on health OOP (Annex Table A4b).

Out-of-pocket health spending can also be a source of financial hardship even when people are
devoting less than 10% of their household budget to health (Fig 1, Box 2). This is particularly true
for the near-poor and the poor who incur impoverishing health spending. Based on the extreme
poverty line, an estimated 70 million people were impoverished by OOP health spending exceeding
the shortfall between the poverty line and their total consumption. Using a relative poverty line
definition, the estimated total population impoverished was 2.4 times greater (Annex Table A4b).
Out-of-pocket health spending most often represents spending on regrettable necessities (22]
incurred to compensate a loss in welfare triggered by an illness, injury or adverse health event that
is not just increasing welfare but probably diminishing it as well if it displaces spending on other
basic needs. As such, any amount spent on health OOP can be considered a source of financial
hardship for the poor. The number of poor people who are further impoverished by OOP health
spending is considerable: based on the extreme poverty line, 435 million people in 2017 (Fig. 2)
and about twice as many when using the relative poverty line (953 million, 12.7%; Annex Table A4b)

Figure 2. Global financial hardship due to out-of-pocket health spending, 2017
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Sources: Data from Global database on financial protection assembled by WHO and the World Bank, 2021 update (27,28).
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The population incurring financial hardship was concentrated in middle-income countries
because of their higher rates of both catastrophic and impoverishing OOP health spending. The
concentration of catastrophic health spending in middle-income countries (MICs) was due to the
larger size of their population, and because of their higher incidence rates compared to other income
groups (Fig. 3). Upper-middle income countries represented 43.4% of all the population impoverished
or further impoverished into relative poverty for 34.3% of the total population in 2017 (Fig. 4a).
Lower-middle income countries represented 51.6% of all the population impoverished or further
impoverished into extreme poverty by OOP health spending, for 39.4% of the total population in 2017
(Fig. 4b). The second highest concentration of all the people impoverished or further impoverished
was found in low-income countries (33.4% for 9.5% of the total population in 2017).

Figure 3. Distribution of catastrophic health spending as tracked by SDG indicators 3.8.2 at the
10% threshold across country income groups, 2017
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Figure 4. Distribution of the incidence of impoverishing OOP health spending across country
income groups, 2017
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Before the pandemic, countries with high incidence of catastrophic health spending faced the
double challenge of having a high proportion of the population pushed into relative poverty as
well, irrespective of their income group categories (Fig. 5); the correlation between both type of
indicators is very strong (the Pearson correlation coefficient is 0.9 with the SDG indicator 3.8.2 at
the 10% threshold and 0.88 with SDG 3.8.2 at the 25% threshold).

Figure 5. Correlation between the proportion of the population pushed into relative poverty and
the incidence of catastrophic health spending as tracked by SDG 3.8.2 at the 10% threshold
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Sources: Data from the Global database on financial protection assembled by WHO and the World Bank, 2021 (27,28).

To substantially reduce financial hardship, poor people need to be exempted from paying OOP for
the treatment they need in all countries at all income levels. For the majority of countries (69%),
the proportion of people further impoverished into relative poverty is greater than the proportion of
people spending more than 10% of their household budget on health (all countries above the diagonal
in Fig. 6). 43% of these countries are in Africa and 20% in Asia. 80% of all low-income countries (LICs)
have higher rates of further impoverishment health spending than catastrophic health spending. Two
of the five countries with rates of catastrophic health spending and impoverishing health spending
above corresponding global medians are in fragile and conflict-affected situations (South Sudan
estimates for 2017 and Nigeria estimates for 2018, Fig. 6). In Europe, an equal number of countries
face higher rates of impoverishing health spending than rates of catastrophic health spending as
tracked by SDG indicator 3.8.2 and vice-versa.
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Figure 6. Correlation between the proportion of the population further impoverished into relative
poverty and the incidence of catastrophic health spending as tracked by SDG 3.8.2 at the 10%
threshold
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64% of the world’s population in 2017.
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The overlap between those spending more than 10% of their household budget on health OOP
and impoverishing health spending is relatively small. As shown in Fig. 1, some people suffer
both catastrophic and impoverishing health spending. Based on the relative poverty line, across
country income groups, the proportion of all the people incurring financial hardship and facing both
catastrophic and impoverishing OOP health spending represents on average 8% in LICs and high-
income ones (HICs); 9% in lower middle-income countries (LMICs) and 14% in upper middle-income
ones (UMICs] (red and purple bars in Fig. 7a). Based on the poverty line of extreme poverty, those
incurring impoverishing health spending because they are spending more than 10% of their household
budget on health represent on average 13% in Africa and LICs and 9% in lower middle-income
countries (red and purple bars in 7b). The small overlap between catastrophic health spending and
impoverishing health spending, as currently defined for global monitoring, suggests that financial
hardship measures focusing on the impoverishing role of OOP health spending are an important
complement to the current SDG 3.8.2 indicator focused on relatively large OOP health spending.

Most poor people spending on health out-of-pocket and the majority of those impoverished spend
less than 10% of their household budget on health. Based on the relative poverty line those incurring
only impoverishing out-of-pocket health spending represent on average 53% of the whole population
incurring financial hardship: a bit less in LICs and a bit more in HICs (46% and 63% respectively,
blue and orange bars in Figure 7a). Based on the extreme poverty line, on average 55% of the whole
population incurring financial hardship only suffer impoverishing health spending; in LICs and in the
UN region of Africa their share is higher (66% and 62% respectively, blue and orange bars in Figure 7b).
The majority of the people incurring impoverishing health spending are the poor spending less than
10% of their household budget on health out-of-pocket (blue bars in Figure 7 a and b).
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Figure 7. Composition of the population incurring financial hardship
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Overall, the overlap between catastrophic and impoverishing health spending is on average 9% based
on the relative poverty line and 11% based on the extreme poverty line of PPP$1.90 a day (based
on a sample of 141 countries or territories). A simple application of these estimates to the global
number of people suffering financial hardship (and avoid double counting) suggests that between
1.4 and 1.9 billion people incurred financial hardship in 2017 depending on the poverty line used
to identify impoverishing health spending [i.e. the poverty line of extreme poverty or the relative
poverty respectively).

1.1.2. Pre-COVID-19 trends

The global incidence of catastrophic health spending, as tracked by SDG indicator 3.8.2, was on the
rise before the pandemic. Overall, between 2000 and 2017 the number of people with catastrophic
health spending increased from 579 million in 2000 to 996 million in 2017. The sustained growth in
the incidence of catastrophic health spending is consistent with the fact that OOP health spending
was growing faster (+3.2%/year) than consumption (+2.7%/year], resulting in an increase of the
aggregate health share between 2000 and 2017 (Fig. 8]. The budget share allocated to OOP health
spending among those exceeding the 10% cut-off also increased, as reflected by the increase in the
global population spending more than a quarter of their household budget on health OOP, which
more than doubled between 2000 and 2017 (from 131 million to 290 million people in 2017) (see
Annex Table A4b).

Figure 8. Trends in the incidence of catastrophic health spending as tracked by SDG indicator 3.8.2
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Sources: Data from the Global database on financial protection assembled by WHO and the World Bank, 2021 update (27,28).
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At the global level, the percentage of the population spending more than 10% of their household
budget on health increased at the same rate between 2015 and 2017 as it did over the previous fifteen
years (on average by 0.2 percentage points per year, Fig. 9. In HICs the increase accelerated; and in
LICs the increase was a first (Fig. 9). Across United Nations (UN) regions between 2015 and 2017, the
incidence of catastrophic health spending at the 10% threshold decreased in both Africa and Europe
(by 0.9 and 0.6 percentage points respectively); it increased by 1 percentage point in both Latin America
and the Caribbean and in North America; it increased more rapidly than between 2015 and 2017 only
in Asia (at 0.6 percentage points per year versus an average of 0.3% over the previous fifteen years).

Figure 9. Percentage point change in the incidence of catastrophic health spending as tracked by
SDG indicator 3.8.2 at the 10% threshold, by country income groups
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Source: Authors calculations using the data from the Global database on financial protection assembled by WHO and the
World Bank, 2021 update (27,28).

Within all regions, some countries did manage to reduce the incidence of catastrophic health
spending. Fig. 10a shows that among the 137 countries or territories with at least two estimates
available for SDG indicator 3.8.2, the proportion of the population spending more than 10% of their
household budget on health OOP decreased on average by more than 0.1 percentage point per year
in 44 countries; in 33 there was either little to no change; and in 60 countries it increased by more
than 0.1 percentage point per year. In the majority of countries where catastrophic health spending
increased at the 10% threshold, it also increased at the 25% threshold (89% of 40 countries) and
vice-versa (82% of the 44 countries, Fig. 10a and Fig. 10b). These variations beg the question of
where such differences in trajectories and OOP spending levels originate. The association with
public spending on health is explored later in section 1.4 of the report.
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Figure 10. Average percentage point change in the incidence of catastrophic health spending, as tracked by
SDG indicators 3.8.2

a) At the 10% threshold b) At the 25% threshold
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Note: This map has been produced by the World Health Organization (WHO). The boundaries, colours or other designations or
denominations used in this map and the publication do not imply, on the part of WHO or the World Bank, any opinion or judgement
on the legal status of any country, territory, city or area or of its authorities, or any endorsement or acceptance of such boundaries
or frontiers.

Sources: Authors calculations using the data from the 2021 Global database on financial protection assembled by WHO and the World
Bank, 2021 update (27,28).

For the first time since the beginning of the century, between 2015 and 2017, the reduction in
both the percentage of the total population impoverished and further impoverished into extreme
poverty by OOP health spending was faster than the reduction in overall global rates of extreme
poverty, but their concentration among the extremely poor remained very high (Fig. 11). Figure
11 shows first that, the percentage of the global population pushed into extreme poverty by OOP
health spending has been consistently far lower than the percentage of the global population pushed
further into extreme poverty, which reconfirms the need to track financial hardship among the poor
spending any amount on health OOP at the global level. Second, until 2015, the proportion of the
global population pushed into extreme poverty by OOP health spending decreased slowly, on average
at -0.03 percentage points per year. The global population further pushed into extreme poverty was
8.5 times greater in 2000, hence it decreased faster, on average at. -0.6 percentage points per year.
But the reduction in global rates of extreme poverty was much higher (-1.2 percentage point per
year), therefore the concentration of those pushed and further pushed into poverty by OOP health
spending was increasing among those living in extreme poverty and reached almost 90% in 2015
at the global level. Between 2015 and 2017, their concentration decreased for the first time to
72% because the rate of reduction in both the population pushed and further pushed into extreme
poverty by OOP health spending accelerated while the pace of reduction of global extreme poverty
decelerated (29). At least part of the reduction in their concentration can, therefore, be interpreted as
an actual reduction in the financial hardship experienced by the poor and the near-poor. As discussed
in Chapter 2, however, with the expected increase in extreme poverty rates due the pandemic, such
improvement might prove to be unsustainable.
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Figure 11. Trends in the global rates of extreme poverty and global rates of the population pushed
and further pushed into extreme poverty (living with less than PPP$1.90 per day) because of 00P

health spending
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Sources: Data from the Global database on financial protection assembled by WHO and the World Bank, 2021 update (27,28).

Across regions, the reduction in the population further pushed into extreme poverty because of
OOP health spending accelerated markedly between 2015 and 2017 in LICs, lower middle-income
countries, and Africa, and exceeded -1.3 percentage points per year. The drop in the incidence of
further impoverishment in Africa (from 26% to 23%) contrasts with the slower rate of deceleration
estimated in the incidence of extreme poverty over the same period (29), pointing to a reduction in
the concentration of those further impoverished by OOP health spending among the poor. Indeed,
for 24 of the 43 countries with survey-based estimates available for more than one year, on average
the concentration in impoverishing health spending among those living in extreme poverty decrease

by -1.2 percentage points per year (Fig. 12).
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