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Introduction
 
Progressing towards Universal Health Coverage: 
Sustainable Development Goal 3 targets Universal 
Health Coverage (UHC) for all by 2030.1 According 
to WHO, the progression towards UHC is based on 
strong, people-centred primary health care with 
attention to promotion, prevention and primary 
care, not just hospitalisation. Critically it also relies 
on increased public spending and its judicious 
allocation for prioritising primary health care and 
tackling inequities.

Getting better value for money in public 
spending towards UHC: Most focus tends to be 
on increased government allocations for health 
care; and much less attention has been given to 
effective management of government allocation 
towards UHC principles. Sound public financial 
management can help the journey to UHC by 
improving policy maker control on how and 
where allocated resources are spent, enforcing 
budgetary discipline to meet health reform goals 
as well as timely utilisation of funds. 

Even with increasing public finance commitments, 
without accurate budget and expenditure tracking 
capability, funds are less likely to flow where they 
are needed on time. Additionally, valuable staff 
time is wasted in re-allocating funds, unutilised 
money can end up being returned to the Treasury 
and budgetary inefficiencies can critically impact 
quality of services. 

This brief: In this brief we present an analysis 
of health care spending by provincial health 
departments put together by TRF+, highlight 
emerging successes with improving budget 
efficiency through PFM support and identify further 
areas for improving efficiency of public sector 
spend. We start with a look at the operating 
context and the PFM capability development 
work provided by TRF+; this is followed by key 
findings on government spending over the 5 years 
of PHNP support; and concludes with a look at 
consolidation and future priorities.

The UK aid funded Provincial Health and 
Nutrition Programme (PHNP) began in 2013 
to address the poor state of maternal and 
child health (MCH) in Punjab and Khyber 
Pakhtunkhwa (KP) provinces. The Technical 
Resource Facility and Roadmap (TRF+), 
managed by Mott MacDonald, provided 
targeted technical support to improve 
service delivery by strengthening systems 
in areas such as governance, financial 
management, procurement and monitoring 
and evaluation (M&E).

1. Tibb sector is widespread in Pakistan and refers to alternative/
traditional forms of medicine.

Pakistan: country spending on health 
Pakistan spends $45 per capita annually on health 
(NHA 2015-16) as compared to $127 by Sri Lanka, 
$75 by India and $31 by Bangladesh (WHO). This 
has risen from $39 per capita in 2013-14, and now 
just meets the WHO estimation of $44 per capita 
required for provision of very basic services.

Across Pakistan government health expenditure 
accounts for around a third (34%) of total health 
expenditure (THE) although contributions from 
households are still the dominant source in the 
country’s private sector dominated health 
system, providing 58% of total health spending. 
government’s 34% share, provinces contribute 29% 
with federal government, including the military 
health establishment, contributing the remaining 
5%. International development partners contribute 
just 1.7% of health spending, NGOs contribute 2% 
and employers only 1%. 
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A significant focus of the TRF+ work was the 
strengthening of public financial management 
capability of provincial health ministries in 
Punjab and KP to enhance value for money 
in public spending on accessible, affordable 
and functional primary-secondary health care. 
Technical assistance was provided to the provincial 
Health Departments of Punjab and KP to ensure 
efficient and effective spending on government 
delivered preventive, promotive, primary and 
secondary health care. A dedicated Financial 
Management Cell was established for budget 
reforms, expenditure tracking and budget 
performance monitoring. Key interventions were 
initiated to reduce budgetary re-appropriations 
away from primary care, bring down the reliance 
on supplementary budgetary grants, improve 
budget utilisation and provide easily accessible 
expenditure data to guide the reforms. 

TRF+ support sequenced and prioritised activities 
with timelines and responsibilities. It adopted a 
‘platform approach’ that involved preparation 
of six-monthly Risk Mitigation Plans, establishing a 
basis for launching to the next level after specific 
PFM competencies were achieved. Inequities in 
health spending were tracked through analysis of 
per capita spending trends, and financing gaps for 
delivery of essential health services were estimated. 

TRF+ builds capacity for improving government 
spend on primary-secondary services 

Some key results were: 
• Increased budget utilisation rate from 78% in 

2014-15 to 87% in 2017-18 as a result of improved 
budgeting and monthly budget expenditure 
reviews.  

• Budget credibility improved using planning 
formats and appropriate object codes, resulting 
in a decrease in variance from 28% to 5% which 
led to a reduction in re-appropriations and 
supplementary grants.
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Progress in provincial government health spending 
towards primary-secondary care

This section analyses course correction required 
in provincial health spending towards UHC and 
highlights some of the emerging successes as part 
of the TRF+ contribution.

Share of spending contributed by households has 
reduced in Punjab but remains unchanged in KP: 
an analysis of sector wide health expenditures 
shows that in Punjab the share of OOP has 
come down from 73% to 64% with an increase 
in government funding share from 23% to 32% 
over the period 2010-2016. Only 2% of funding is 
contributed by donors and NGOs. In KP the share 
of OOP at 67% has remained unchanged over 
2010-16, government share of funding has been 
fluctuating, and NGOs are a visible stakeholder 
providing 9% of funding.

Increasing Public Financing is critical for 
UHC and requires increased financial 
commitment towards affordable, accessible 
and quality health services. Out of pocket 
payments (OOPs) can leave households 
vulnerable to catastrophic expenses 
during sudden illness, and also hinder the 
poor from availing health services, hence 
compromising UHC.

Trends in OOP and government Spending as share 
of total health spending: Punjab 
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Provincial governments are spending more on 
affordable, public funded health services  
Governments in Punjab and KP have steadily 
increased the share of government budget 
spent on health, reflected in an increasing share 
of provincial GDP spent on health over 2011-18. 
This momentum needs to be sustained upwards 
for progression towards UHC 2030. PHNP’s 
procurement and financial reforms have played a 
vital role in this increased level of expenditure by 
improving internal inefficiencies in the system.

2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18

0.64%
0.75% 0.78% 0.76%

0.84% 0.85%

1.19%
1.33%

1.11%
0.99%

0.78%
0.67%0.63%0.64%0.59%

0.48%

Public sector health budget as (%) of GDP
Public sector health expenditure as (%) of GDP

Punjab government health allocation and 
expenditure as (%) of Provincial GDP 

2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18

0.76%

1.07% 1.09%

1.34%
1.47%

1.66% 1.62%

1.50%

0.97%1.03%
0.86%0.85%0.88%

0.74%

Public sector health budget as (%) of GDP
Public sector health expenditure as (%) of GDP

Khyber Pukhtunkhwa government health allocation 
and expenditure as (%) of Provincial GDP 

1.25%
1.46%

10
20
30
40
50
60
70
80



5 | Focusing on Public Financial Management for Transitioning to Universal Health Coverage 2030

Sustainable local sources have funded government 
healthcare spending: Progress towards UHC 
requires provinces to use their share of pooled 
central funding assigned by the National Finance 
Commission (NFC) Award and locally generated 
revenues to fund healthcare, while foreign 
assistance is a minor share. Punjab used 59% from 
NFC transfer, 19% from provincial revenues and16% 
from loans, whereas KP used 69% from NFC award, 
and 14% from provincial revenues.

Investing in Primary Health Care first: Primary 
care services provide the foundation on which 
a UHC system needs to be built. Increases in 
government spending needs to effectively 
translate into increases in primary care.

Spending by the poor on accessing primary-
secondary health care is substantial: TRF+ analysed 
the burden of spending across income groups on 
primary and secondary care. Pakistan’s poorest 
income group spends 7% of monthly non-food 
expenditure on medical treatment, versus 5% in 
the richest quintile.2 Monthly per capita health 
spending by the poorest is PKR 622 in Punjab and 
PKR 582 in KP. A substantial part of spending goes 
on primary and secondary health care.  As a case 
in point, an average PKR 4,9923 is spent by the 
poorest on a normal delivery in Punjab and PKR 
5,4644 in KP,5  with spending going up to PKR 20,000. 
Weighted average expense on normal deliveries 
translates to 23% of the average monthly income 
for the poorest, translating into 58% of their non-
food income. Health spending by poor households 
carries the risk for catastrophic expenditure whose 
threshold ranges between 25-40% of non-food 
expenditure.6  

Government spending on primary-secondary 
care is increasing: Annual per capita spending 
for primary-secondary care in real terms almost 
doubled in Punjab and rose by a third in KP over 
the period 2013/14 to 2017/18, countering the 
effects of significant population growth and 
inflation.  

In both Punjab and KP combined allocations for 
primary and secondary care remained higher 
than allocations for tertiary care over the 4 years 
of PHNP assistance. In both provinces, greater 
allocations went to secondary care than primary 
care. On average Punjab government was 
spending PKR 957 per capita ($9) over 2013/14 to 
2017/18 whereas KP was spending PKR 1,157 ($11) 
per capita over the same period, however Punjab 
narrowed the gap over the period (see below). 
While per capita spending has increased, levels are 
still below the requirements for delivering a basic 
package of health services
 

2. Calculations performed on data from HIES 2015-16, FBS. 
3. 24/7 BHUs in Punjab, a value for money case study, TRF+, 2017.
4. VfM assessment of CMI in KP, EVA, 2017.

5. This information was taken from the Household Integrated 
Economic Survey (HIES), 2015-16, Pakistan Bureau of Statistics. 
6. Catastrophic health expenditure occurs when out-of-pocket 
payments for health services consume such a large portion of 
a household’s available income and the household may be 
pushed into poverty as a result.
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Addressing geographical disparities in primary-
secondary care funding: An analysis of 
government primary-secondary spend by districts 
in both Punjab and KP shows that the pace of 
increase in government expenditure over 2013/14 to 
2017/18 is fairly evenly spread out across the three 
geographical zones  i.e. North, Centre and South, 
rather being tilted to the historically better resourced 
zones. Continued efforts are needed for course 
correction of funding to less developed districts.

In Punjab, the highest allocation increase of 1.65 
times was seen for the least resourced Northern 
districts whilst there was an increase of 1.5 times 
seen for both the underdeveloped Southern districts 
and Punjab’s well-resourced Central districts. 
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In KP a 2.2 fold increase in per capita funding was 
seen in the underserved Southern districts as well 
as the Central districts which historically have had 
poor resourcing of primary-secondary care. The 
Northern districts, a mix of underserved and better 
performing districts, had a two-fold growth in 
government per capita spending.
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Punjab public sector per capita spent on primary 
and secondary health by zones – PKR 

KP Public sector per capita spent on primary and 
secondary health by zones – PKR 

Financing Gap for delivering Essential Health 
Services: TRF+ assisted Punjab and KP to develop 
an Essential Package of Health Services (EPHS) 
for primary healthcare facilities, while Punjab 
additionally was assisted for a EPHS for secondary 
care facilities. While EPHS is a stated priority for the 
provincial governments, implementation remains 
an on-going challenge. TRF+ estimated that there is 
a financing gap of 33% -34% between the existing 
and required level of financing in both provinces to 
fully implement the EPHS package.8 This translates to 
an additional PKR 8.89 billion required per annum in 
Punjab and PKR 2.3 billion per annum in KP.

Improving efficiency of Public Funding for UHC:  
While governments respond to demands of 
increased funding towards UHC, there also needs to 
be efficient spending of allocations committed. 

7. Definition of Centre, South and North is taken based 
on divisions as used by the development partners and EPI 
programme. (1) Centre: Mardan, Nowshera, Swabi, Peshawar, 
Charsada – (2) North: Abbottabad, Batagram, Haripur, 
Mansehra, Kohistan, Tor Ghar, Buner, Chitral, Malakand, Lower 
Dir, Upper Dir, Shangla, Swat – (3) South: Hangu, Kohat, Karak, 
Bannu, Lakki Marwat, Dera Ismail Khan, Tank.

8. EPHS cost estimates updated for inflation and adjusted 
against existing spending on primary-secondary care.
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Effectively utilising budget commitments: Availability 
of healthcare services depends upon timely release 
of budget and capability to fully utilise allocated 
amounts.  Budgetary utilisation rates significantly 
improved from 74% to 87% in Punjab and 64% to 
88% in KP over 2013/14 to 2016 /17.  Development 
budget utilisation improved remarkably in both 
provinces - from 25% in Punjab and 47% in KP to 
close to 80% in both provinces. Improvements were 
also seen in utilisation of provincial current budgets.
Technical assistance provided by TRF+ for 
improved budgeting/ expenditure monitoring and 
efficient procurement management helped in 
improving budgetary utilisation - these combined 
to enable the Department of Health to initiate the 
procurement cycle much earlier in the fiscal year 
as opposed to the previous practice of initiating the 
procurement cycle at the end of fiscal year.
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Budget Utilisation Rates: Punjab and KP

Balancing operational vs salary expenses is 
necessary for delivering quality frontline care for 
UHC. Non-salary budget allocations are critical to 
fund medicines, commodities, healthcare utilities 
and other operational costs that impact on the 
functionality and quality of service delivery for 
UHC. Managing allocations efficiently is particularly 
important for districts as the frontline tier for 
healthcare delivery. 

In Punjab there was a steady increase in non-salary 
expenditure from 25% to 33% of district budgets over 
2013-2016, however a sharp decline to 21% is seen 
in 2017-18. The reason is that new posts added at 
the district level absorbed an increased share of the 
budget, and this will likely to worsen in coming years 
due to annual salary increases.

Enhancing budget management capabilities for 
primary-secondary care: TRF+ helped to improve 
the budget classification system to provide better 
and actionable analysis.  In Punjab, longer running 
PFM support by TRF+ led to further headway in 
budget management for primary-secondary 
care. These were: i) 54% reduction in value of 
re-appropriations; ii) 38% reduction in value of 
supplementary grants issued; iii) 4% reduction in 
errors made in the budgeting exercise – improving 
the credibility of budget estimates.

Together with the improved budget utilisation rate, 
these results translated into high returns of PHNP 
investment – using conservative estimates of the 
staff time saved in processing re-appropriations 
and supplementary grants, this translated into an 
estimated PKR 53 for every 1 PKR invested by DFID. 
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Salary and non-salary expenditure mix  
at district level: Punjab

In KP salary expenditure grew at a much faster 
pace from 2013-17 in comparison to non-salary 
expenditure; by 2017-18 the proportionate 
government expenditure on non-salary items was 
much less as compared to the starting years of 
the PHNP, having alarming implications for funding 
maintenance and medicine costs. PHNP provided 
bridge financing for the commodity costs of the 
preventive care programmes, but going forward 
acute care expenses will require extensive financial 
support from the government.
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Conclusion 
Post TRF+, provincial government staff capabilities 
and processes in Punjab and KP are much stronger 
to deliver PFM for primary-secondary care. The 
work had a real impact on progressing towards 
UHC by supporting an increase in public financing, 
improved allocations of public financing towards 
primary and secondary care, and enhancing 
accountability and transparency of spending. It 
positively impacted on financial efficiency and 
budgetary discipline - reduction in appropriations, 
supplementary grants, improved budget utilisation 
rates and accessible budgetary expenditure data 
were important milestones achieved. 

Over time, PFM reforms are now well recognised as 
a critical resource by the provincial governments in 
navigating the reform agenda towards accessible, 
affordable and quality primary health care.

What further needs to be done: 

• District finance personnel need to be inducted 
and their capacity built in need-based 
budgeting and reporting. This is an important 
measure if financial autonomy is to be 
decentralised to districts and sub-districts. 

• Share of non-salary operational expenses 
needs to be critically enhanced and ring-
fenced to protect against a slide in availability 
of government health services. 

• Resourcing to remote under-served districts 
needs to be progressively increased to a higher 
per capita spend than other districts so as to 
compensate for higher costs of delivery and 
unmet health service needs. 

• The shortfall for provincial EPHS implementation 
needs to be addressed through a progressive 
year-on-year resource mobilisation plan 
earmarking funding from operational and 
current budgets, as well as foreign assistance. 

• Continued investment in PFM capacity is 
necessary for supporting increase in primary 
care allocations in both Punjab and KP.  The 
budget classification system also needs  
improvement to functionally link it with spend 
on primary care services rather than line item 
spends. 

• Continued investment in KP is required to 
build HR and systems capability in budget 
management and tying fiscal exercise to key 
UHC reforms, building on past improvements 
made with budget utilisation. 


