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I m pro"i ng Healthcare Whatiis this policy brief about?
FinanCing in Ethiopia: This policy brief addresses the critical challenge

of underfunded, fragmented, weak risk pooling,
A Policy Brief and unsustainable health care financing in Ethiopia.

It outlines the scale of the problem, examines key
driversincluding heavy reliance on external funding
and inefficient resource use and assesses viable
policy options to mobilize domestic resources
andimprove their efficient utilization to advance
progress toward Universal Health Coverage (UHC).

Prepared by: IPHC-E

Who is this policy brief for?

This policy briefisintended for decision-makersin
the Ethiopianhealth system, including politicians,
policymakers, and other stakeholders engaged
May©2026 inhealth financing and strategic planning. It

offers evidence-based policy options to support
decisions aimed at securing predictable,
equitable, and sustainable funding for the health
sector.
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Evidence to Policy, Policy to Practice

This policy brief includes:

Ananalysis of Ethiopia’s current health financing
landscape and the major challenges efficiency.
Areview of evidence-based policy options,
including innovative domestic financing
mechanisms and approaches to optimize the
use of existing resources.

Implementation considerations for
implementing the proposed policy options.

This policy brief does notinclude:

* Adetailedimplementation plan orbudget for
the proposed options

e Thispolicy brief does not make
recommendations regarding which policy
optiontochoose
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Key Message

The Problem

Ethiopia’s health system faces a
persistent financing gap driven by low
domestic revenue, high out-of-pocket
spending, and heavy dependence on
external funding. Without sustainable and
predictable financing sources, progress
toward Universal Health Coverage (UHC)
will continue to be slow and uneven.

Recommended Policy Options
1. Mobilizing New Domestic Revenues

Introducing new and strengthening
existing revenue streams can expand
fiscal space forhealth. These include:

e Strengthening sin taxes ontobacco, alcohol,
sugar-sweetened beverages, and khat, with
earmarking for health.

® Introducing telecommunication and digital
transaction levies with structured health
allocations.

* |Implementing a solidarity levy on airline tickets
to support health security and emergency
response, according to the evidence provided,
is astable and predictable method

* |nstitutionalizing corporate social responsibility
(CSR) contributions for health through clear
national guidelines.

2. Improving the Utilization of Existing Resources

Efficiency gains can be achieved through:

e Scalingup Performance-Based Financing (PBF)
toimprove service quality and accountability.

* |ncreasing CBHIenrollment andretention,
supported by sliding-scale premiums, targeted
subsidies forvulnerable households, and
regional pooling mechanisms

e Acceleratingimplementation of Social Health
Insurance (SHI) for the formal sector.
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Key Implementation Considerations

Successful adoption of these financing
options depends on addressing several
challenges highlightedin the evidence:

® Sinandtelecom taxes face challenges of
regressivity, low public awareness, industry
lobbying, and risks to financialinclusion and
sector growth. Clear pro-poor earmarking,
targeted exemptions or thresholds for low-
income users, phasedimplementation,
behavioralmonitoring, complementary
subsidies or digital literacy programs,
stakeholderengagement, and transparent
communication onrevenue use are essential
to maintain equity, support access, and secure
sustainablerevenue.

e CBHlimplementationis hindered by delays
inreimbursements, weak governance, small,
fragmented risk pools, and poor provider
payment mechanisms. Strengthening scheme
management, expanding pooling, and
improving claims systems are critical.

* SHIimplementation demands strong political
commitment, institutional capacity, and clear
regulations for benefits, contributions, and
purchasing arrangements.

e PBF scale-up must address bottlenecksin
facility autonomy, rigid PFM rules, and weak
verification and performance monitoring
systems.

Supplementary Evidence

Detailed evidence supporting these options,
including applicability, equity, impact,
economic considerations, acceptability,
sustainability, and barriers with corresponding
mitigation measures, is providedin the
supplementary file. The evidence s primarily
pasedonsystematic reviews and meta-
analyses; where such evidence was not
available, we used high-quality primary studies
andrelevantreports. Allevidence sources
were appraised appropriately using the
relevant evaluation tools.
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The Problem:

Underfunded,
Fragmented, Weak

risk pooling, and
Unsustainable health care
financing

Background

Sustainable health care financingis a
cornerstone of strong health systems

and a prerequisite for achieving Universal
Health Coverage (UHC), which ensures that
allpeople have access to essential health
services without suffering financial hardship!.
According to the World Health Organization
(WHO), health financing encompasses three
core functions: raising sufficient funds,
poolingresources to share financial risks, and
purchasing services efficiently toimprove
access, equity, and quality of care!?.

Ethiopia’s health system continues to face
significant financing challenges that threaten
progress toward UHC and the health-related
Sustainable Development Goals (SDG3)

I Limited domestic funding, highreliance
on external donor support, and substantial
out-of-pocket payments constrain the
health system’s ability to provide equitable
and quality services-®. Recognizing these
challenges, the Government of Ethiopia has
developed several strategies to strengthen
health financing, including efforts to expand
domestic resource mobilization, improve
efficiencyin spending, and implement risk-
pooling mechanismstel,

During an ongoing series of think tank
meetings on primary health care organized by
the Institute for Primary Health Care-Ethiopia
(IPHCE), unsustainable health care financing
was first raised as a key issue during its 9th and
13th sessions forthe IPHC-E. Experts from
across the health sectoremphasized that
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limited government funding and heavy reliance
on external donor support, particularly amid
shifting priorities and funding uncertainties,
undermine equitable access to quality health
services across all levels of care. Recognizing
the criticalimportance of sustainable
financing, this Policy Brief summarizes the

best available evidence on the scale and
implications of health financing challenges

in Ethiopia and highlights potential solutions,
including excise and telecom taxes, airline
levies, performance-based financing, and
scaling up community-based healthinsurance.

Size of the Problem

Although remarkable progress hasbeenmade
overthe past two decades, government health
expenditure in Ethiopia remains critically low,
accounting foronly 7.3% of total government
spending, well below the 15% target set

by the Abuja Declaration?:8., The country’s
per-capita health expenditure is estimated

at USD 36.30, less than half of the WHO-
recommended minimum of USD 86 and well
below the averages for Sub-Saharan Africa
(USD 85) and lower-middle-income countries
(USD 94)¥1, Out-of-pocket (OOP) payments
account forabout 30% of total health
expenditurel®l. Meanwhile, external donors
contribute approximately 33.9%!"°, making
the system heavily dependent onvolatile aid.
The consequences are significant; health
expenditures push households into financial
hardship, with1.4 of households experiencing
catastrophic health expenditure (at the 10%
threshold), and 0.83% were pushed into
impoverishment!™, Meanwhile, Community-
Based Health Insurance (CBHI) contributes
less than 1% of the total health expenditure
(2020/21) while capital spending has declined
to 6.2% over the same period, undercutting
servicereadiness and long-termvalue for
money!oM,
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Low public investment, high out-of-pocket payments, heavy donor depedence, weakrisk pooling, and
low capital spending are pushing households into financial hardship and undermining service readiness
andlong -term value formoney.

Key Factors Driving
Underfunded,
Fragmented, Weak

risk pooling and
Unsustainable health care
financing

1. Insufficient Revenue Generation,
Allocation, and Utilization of Health
Resources

1.1Domestic Resource Mobilization

Domestic revenue generationin Ethiopia
remains limited, restricting the overall fiscal
space available forhealth. The country's
tax-to-GDP ratio has declined from12.4% in
2014/15tojust 7.5%in 2022/23, marking one
of the most significant decreases globally
over this period. This decline is attributed to
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reductionsinvalue-added tax (VAT), trade
taxes, corporate income tax, and employment
income taxes. Consequently, domestic
sources contribute only about 35% of total
health expenditure, with the remainder
funded by external aid and out-of-pocket
payments!?,

1.2 Low Budget Allocation to Health

Evenwithin the limited fiscal space, the health
sectorreceives arelatively small share of
government resources. Government health
expenditure accounts foronly 7.3 of total
government spending, well below the 15%
target set by the Abuja Declaration. Per capita
expenditure stands at USD 36.30, far below
the WHO-recommended minimum of USD 86.
Capital spending has declined to 6.2%.

1.3 Poor Governance and Resource Management
Weak governance practices continue to

erode efficiencyin Ethiopia’s health financing
system.
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1.3.1Claims, Contracting, and Purchasing

At the facility level, Community-Based

Health Insurance (CBHI) reimbursement
processes are plagued by delays, fragmented
purchasing, andinconsistent claims
management, resulting in cash-flow gaps and
service disruptions!’®¥, The prevailing fee-for-
service reimbursement modelisretrospective
and varies across woredas, lacking
standardization acrossregions, undermining
both quality and efficiency™!.

Resource allocation also exhibits inequities
acrossregions, while routine health
informationremains underutilized for
evidence-based decision-making. External
shocks such as pandemics and conflicts
further exacerbate financialmismanagement,
supply chain disruptions, and workforce
shortages. Collectively, these systemic
weaknesses undermine the efficiency and
equity of health spendingt’é-291,

1.3.2. Low Technical Efficiency of Health Facilities

Assignificant portion of health facilities
operate below optimal capacity. Primary care
facilities, such as health posts, frequently use
less than half of their potential, while many
health centers are scale-inefficient, indicating
that service output could be substantially
increased without additional resources.
Inefficiencies are not limited to smaller
facilities; some hospitals also underutilize
existing infrastructure and humanresources,
resulting in suboptimal service delivery and
wasted investments?-?%, Surgical services
are particularly affected by operational
inefficiencies. Workflow disruptions,
delayed start times, high cancellationrates,
and underutilized operatingrooms limit

the productivity of existing infrastructure.
These inefficiencies prevent hospitals from
maximizing surgical outputs, contributing
tounmet patient needs and wasted
expenditures?4-29
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2. Dependency on External Donors
and Associated Challenges

Ethiopia’s health financingis heavily reliant on
external assistance, with donors contributing
33.9% of total health expenditure. This
reliance exposes the health system to several
critical problems: inefficient allocation of
resources, as current financing fails to target
the most cost-effective interventions,
undermining equitable service delivery and
progress toward Universal Health Coverage
(UHC); fragmented donor support, which
complicates planning and management of
health services; and the volatility of donor
funding, driven by shiftsin donor priorities and
global economic conditions, making long-
term planning and sustainability challenging®°.

3. Underdeveloped Risk-Pooling
Mechanisms

Risk poolingis a central component of
sustainable health financing, offering
households financial protectionand
supporting equitable access to services!. In
Ethiopia, Community-Based Health Insurance
(CBHI) has expanded to about 91% of
woredas, marking a significant achievementin
geographic coverage. However, membership
coverage remains slightly below the national
target, with about 84% of eligible households
enrolled, compared to the 90% goal set under
the Health Sector Transformation Plan [l (HSTP
[1)27-291, Despite this progress, membership
retention poses a challenge, as over one-
third of beneficiaries have dropped out,
undermining the program’s effectiveness and
sustainability°.,

In addition to low coverage and high dropout
rates, the fixed and oftenlow premiums of
CBHI further constrain effective risk pooling.
Because allhouseholds pay the same amount
regardless of income orhousehold size,
cross-subsidizationis limited, weakening
financial solidarity. This structure, combined
with voluntary enrollment, canlead to adverse
selection, aslow-risk households opt out
while higher-risk households remain. Even
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modest premiums can be a barrier for low-
income households, contributing to delayed
enrollment or dropoutt®-*3, Furthermore,
SocialHealth Insurance (SHI), intended to
provide coverage for the formal sector, has
not been fully implemented, leaving large
segments of the population outside any risk-
pooling mechanismb4 39,

Policy Options

Policy Option 1: Mobilizing New
Domestic Revenues through
Innovative Domestic Financing
Mechanisms

Domestic financingis defined as the
mobilization of financial resources from within
a country through mechanisms such as general
taxation, earmarked taxes, and mandatory
insurance contributions. It has gained
prominence as a means of ensuring long-

term sustainability, improving alignment with
national needs, andincreasing government
accountability®¢-38, Complementing this,
innovative financing mechanisms encompass
non-traditional approaches forraising or
pooling funds beyond conventional tax-based
ordonor-dependent methods, offering
additional avenues to expand fiscal space for
healthB,

Earmarked tax

Earmarked taxes are specific taxes levied on
particular goods, services, or activities, with
therevenues legally designated for a specific
purpose, in this case, health financing®l,
Severaltypes of earmarked taxes have been
identified in different studies as effective
mechanisms to strengthen domestic

health financing. These include sin taxes,
telecommunication levies, and airline ticket
taxes.
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Policy option1.1Sin tax

Sin Tax in Ethiopia

Sin taxes exist under

Excise Tax Proclamation NO.
~ 1186/2020

Revenues gointo the general treasury
= with no direct allocation to the health
system.

In Philippines, alcohol and tobacco tax
revenues are directed to the health
sector with flexible annual allocations

Sintaxrefers to excise taxesimposed on
products that are harmful to public health,
suchastobacco, alcohol, and sugar-
sweetened beverages (SSBs), with the dual
purpose of discouraging consumption and
mobilizing domestic revenuel# 42, They have
beenwidely adoptedin many countries as an
innovative domestic financing mechanism
forhealth. The Addis Ababa Action Agenda

of the Third International Conference on
Financing for Development (2015) reaffirmed
the global consensus that price and tax
measures ontobacco are not only effective
inreducing tobacco consumptionand
associated healthcare costs but also serve as
a sustainable revenue stream for development
financing, including health3l. Sin taxes exist
in Ethiopia under the Excise Tax Proclamation
No.1186/2020. However, unlike countries like
the Philippines that earmark these revenues for
health, Ethiopia’s sin taxincome goesinto the
general treasury, with no direct allocation to
the health system!#4.45],
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Impact of the sin tax

Evidence from systematic and umbrella reviews shows that sin taxes on tobacco, alcohol, and SSBs
provide two main benefits. First, they generate substantial and predictable domestic revenue.
Second, they help reduce the economic burden of NCDs, which cost Ethiopia an estimated 31.3
billion birr (US$ 1.1 billion) per year, equivalent to 1.8% of the GDP. By lowering NCD-related costs, sin
taxes indirectly alleviate financial pressure on the health systeml#!, A systematic review conducted
revealed that 71% of the included studies reported revenue growth, forinstance, a 50% increasein
tobacco taxes generated approximately US$7 million in additional revenue per country (13 out of 16
studies)*!. Evidence from LMICs indicates that soft earmarking of sin-taxrevenues can strengthen
health financing while maintaining fiscal flexibility. According to the World Bank, soft earmarking
enhances the visibility of policy priorities yet avoids the rigid revenue expenditure linkages that
oftenundermine efficiency under hard earmarking®“®. Practical applications support this view;
inthe Philippines, alcohol and tobacco tax revenues are directed to the health sector, but annual
allocationsremain adjustable based on evolving needs*1.

Policy option 1.2 Telecom tax

Telecom Tax

Whatisit?

Ataxonphone usage, airtime, internet,

ortelecom companies revenues.

Ethiopia’s Telecom sector is growing

Ksz:lfaricom

80.5M 8.8M
subscribers subscribers

~ ethio telecom"
o O

Current Policy

A 5% excise taxon mobile services
exists under proclamation No.
128772023

S Revenue flows into the general
0 treasury, not health

Telecommunication taxes, leviesimposed on
mobile phone usage, airtime, internet services,
ortelecommunications companies’ revenues,
areincreasingly beingused asinnovative
domestic financing mechanisms for health.
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These taxes provide governments with a
sustainable revenue streamto support health
systems and expand coverage, especially
inlow- and middle-income countries®,
Ethiopia's telecom sectoris expanding,

with Ethio Telecom (80.5M subscribers) and
Safaricom Ethiopia (8.8M subscribers) driving
growth. A5% excise tax on mobile services
exists under Proclamation No.1287/2023, but
the revenue flows into the general treasury, not
health®-5,

Impact of Telecom tax

Eventhough no systematic review or meta-
analysis was found on this option, different
primary studies from various countries
consistently show its positive impact. Looking
at country experiences, Gabonintroduced a
10% levy on mobile phone company revenues
and usage, whichwas earmarked for the
national healthinsurance program and more
than doubled its funding®. In Zimbabwe, a 5%
levy on airtime and mobile data sales created
asustainable andreliable revenue stream
dedicated to healthcarelb®.
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Policy Option 1.3 Airplane tax

The airline ticket levy is aninnovative financing
mechanismthatimposes asmalltax orfee
onairline tickets to generate funds for health
programs. The structure of airline levies varies
by country; someimpose the levy solely on
international flights, while others apply it to
both domestic and international tickets. A
well-known application of thislevy is the model
introduced by France in 2006, which channels
funds through UNITAID to supportinternational
efforts targeting diseases such as HIV/AIDS,
tuberculosis, and malaria. This approach

has beenadopted by both developedand
developing countries, including low- and
middle-income countries such as Cameroon,
Cote d’lvoire, Gabon, Mali, Niger, Burkina

Faso, and Mozambique, which direct revenues
to UNITAID, aninternational health financing
mechanism hosted by the World Health
Organization (WHQO)3?: %61,

Impact of Airline Levy

Evidence shows that the airline solidarity levy
has generated substantial revenue for health
financing globally. Between 2007 and 2015,
the levy raised approximately US$1.7 billion,
demonstratingits scale and sustainability.
In2009, airline levies accounted for around
70% of UNITAID’s revenuel® %8, Country-level
analyses furtherillustrate the potential impact:
in Namibia, modest levies of US$1-5 per ticket
were estimated to generate millions of dollars
annually for national health initiatives®.

Policy option 1.4: Corporate Social Responsibility

Corporate Social Responsibility (CSR)is a
business modelin which companiesintegrate
social, environmental, and community
considerations into their operations and
stakeholder engagements. In developed
countries, CSRis awell-established practice,
encompassing activities such as community
development, environmental sustainability,
employee welfare, and healthinitiatives.

CSR can provide additional resources to
support health programs, infrastructure, and
community healthinterventions, especially
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when aligned with national priorities and
implemented strategically©-¢2,

Ethiopia
Current status

888

Types of organizations contribute (banks, telecoms,
manufacturers, hospitals, etc.)

©

Key challengesidentified (weak regulation, limited
alignement, etc.)

A

Opportunity: CSR can compliment public health
financing.

&

Main challenge: CSR
is framgmented, voluntary, and unevenly distributed

i

Focus: often concentratedin urban centers or near
operation areas.

Impacts of CSR

Although thereis no systematic review or
meta-analysis, country experiencesindicate
that CSR has the potential to generate revenue
forhealth programs. InIndia, the CSR Act

2013 requires eligible companies to allocate
2% of theiraverage profits to CSRinitiatives,
creating predictable resources for socialand
health programs!®!, In Bangladesh, banks’
CSR spending on healthcare infrastructure,
medical camps, and awareness campaigns,
particularly during COVID-19, demonstrates
CSR’s capacity as a flexible funding sourcel¢,
CSR by multinational pharmaceutical firms
provides a working model of this approach,
with companiesimplementing programs such
as differential drug pricing, mHealthinitiatives,
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and support forhealthinfrastructure in LMICs,
demonstrating that CSR can be strategically
alignedto support health systemsié4, Also,
such as Johnson & Johnson’s HIV/AIDS
programs.

Corporate Social Responsibility in
Ethiopiarepresents an emerging, though
modest, source of support forhealth and
social development. Different types of
organizations contribute in diverse ways.
Financial institutions, including banks and
microfinance organizations, engagein
community development initiatives, health
awareness campaigns, and social support
programs targeting vulnerable populations!¢®.,
Telecommunications and ICT companies
often support digital health initiatives, public
health campaigns, and community education,
frequently through in-kind contributions/¢®!,
Manufacturing and industrial companies focus
onemployee welfare, occupational health,
environmentalinitiatives, and community
outreach, occasionally implementing health-
related interventions®, Private hospitals and
healthcare providers participate in community
health screenings, preventive campaigns,
donations of medical equipment, and health
education programs!®’l, Despite these
contributions, CSRis currently fragmented,
voluntary, and unevenly distributed, often
concentratedinurban centers ornear
company operational areas® and several
challengeslimitits currentimpact: weak
regulation and policy frameworks, fragmented
implementation, limited strategic alignment
with societal needs, poor stakeholder
engagement, and a tendency to prioritize
company image over sustainable social
outcomesté¢:¢8l,

Despite these challenges, CSRin Ethiopia
presents potentialasacomplementary
domestic health financing mechanism.
Experiences from multinational companies
in Africa, such as Johnson & Johnson’s HIV/
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AIDS programs, demonstrate that CSR can
be leveraged strategically not only to provide
financialresources but also to strengthen
service delivery, technical capacity, and
community engagementé3:¢91,

To maximize CSR’s potentialasa
supplementary health financing mechanism,
Studiesrecommend the following.

First, developing comprehensive CSR
guidelines orlegal frameworks is essential
toinstitutionalize CSR practices, especially
forhealth-relatedinitiatives. Companies
should also be encouragedto align

their CSR activities with national health
priorities and the specific needs of local
communities to ensure strategic relevance.
Strengthening stakeholder engagement
across corporations, government sectors,
health institutions, and communities will
further support the design of sustainable
andimpactfulinterventions. Additionally,
establishing transparent monitoring and
accountability systemsis crucial for tracking
CSR contributions, evaluating their outcomes,
and ensuring responsible corporate behavior.
Finally, building the capacity of CSR personnel
through training in health and public policy
willenable organizations to design evidence-
based programs that effectively complement
government effortslés.¢8l,
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Policy Option 2: Optimized utilization
of domestic resources

Optimized utilization of domestic resources
focuses onmaking the bestuse of the
limited funds already available within the
health system. In Ethiopia, where health care
financing remains fragmented and heavily
donordependent, thisapproachis essential
toimprove efficiency, reduce wastage, and
ensure that existing domestic allocations
deliver maximum health gains for the
population.

Policy option 2.1 Optimizing Domestic Resources
through Performance based financing (PBF)

PBF is a health financing mechanism where
health service providersreceive financial
incentives based on the quantity and quality
of services they deliver. Unlike traditional
input-based funding, PBF links payments to
predefined performance indicators, such as
service utilizationrates and quality measures.
This approach aims to enhance accountability,
improve service delivery, and optimize
resource utilization within health systems7071,
Ethiopia piloted Performance-Based
Financing (PBF) starting in 2015, showing
significant success where quality scoresin
health centers and hospitalsrose sharply
(from 24 to 81linhealth centers). The initiative
expandedto Amharain 2021. While PBF is
viewed as a key strategy to address funding
gaps andimprove care quality, it remains
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limited to pilot districts and has not yet been
scaled nationallyt2 731,

Impact of PBF

Systematic reviews and meta-analyses with
high AMSTAR evaluation scores indicate that
Performance-Based Financing (PBF) can
enhance the efficiency and effectiveness

of domestic healthresources. By linking
funding to measurable outputs and quality
indicators, PBF incentivizes health facilities
to optimize resource use, improve service
delivery, and strengthen accountability,
Evidence from multiple low- and middle-
income countries shows that PBF significantly
reduced out-of-pocket expenses from 90%
to 3%, canincrease service utilization, and
improve the financialmanagement of health
facilities®. Additionally, itis also suggested
thatit may enhance the delivery, utilization,
and quality of health services, potentially
increasing the availability of health workers,
essentialmedicines, and well-functioning
infrastructure and equipment?®!, Overall, PBF
demonstrates the potential to make domestic
health financing more effective, ensuring that
existingresources achieve greater health
outcomesl477-79,

10
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Policy option 2.2 Optimizing Domestic Resources
through Enhanced CBHI Utilization

WHEES
CBHI

m CBHI aims to improve financial
protection andincrease the use of
.8% priority health servicesin Ethiopia.

Enrollmentin
CBHI

45%

Enrollmentina
meta-analysis

84%

Enrollment reported by
the MOHin 2017

Sliding-Scale
Premium Pilot

Sliding-scale premium pilot in Oromia is being
considered for national scale-up.

Key Recommendation

Improve coverage andretention of CBHI - to
strengthen financial protection and maximize health
financing gains.

CBHI has demonstrated clear potential to
mobilize domestic prepayment revenue and
increase the use of priority health servicesin
Ethiopia. However, its effectiveness in offering
consistent financial protection against
health-related expenditure shocks remains
limited!®° 8 To translate that potential into
meaningful national health-financing gains,
itisrecommended toimprove coverage
andretention of CBHI®". CBHI, implemented
in Ethiopia since 2011 to improve financial
protection, had 45% enrollmentina meta-
analysist®lversus 84% reported by the Ministry
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of Healthin 2017, and a sliding-scale premium
pilotin Oromiais being considered for national
Sca|e_up[82][83].

Interventions That Improve CBHI Effectiveness

Community-based health insurance (CBHI)
effectivenessisinfluenced by equitable
financing and strong implementation. Sliding
payment schemesincrease willingness tojoin
compared to fixed premiumrates, integrating
CBHIwith existing social programs, and
merging smaller schemesinto largerregional
ornational pools are also effective measures
toimprove participation and financial
protection®4-8¢],

Policy option 2.3: Enhancing Social Health Insurance
Implementation and Coverage

SocialHealth Insurance s a health financing
approach that mobilizes prepaid contributions
largely via mandatory payroll deductions from
government sector workers and pools them
into arisk fund that pays for health services.
Under suchasystem, only individuals who are
enrolled and have contributed becomeeligible
foradefined benefits packagel®!. Evidence
shows that SHI consistently improves health
service utilization and provides strong financial
protection formembers by reducing out-of-
pocket spending. Itisalsoindicated thatithas
apositive impact on the quality of care!®*84,
Ethiopia’s SHI program, established 14 years
ago, is akey component of the Ministry of
Health’s Health Care Financing Strategy 2022-
2031, which targets 45% coverage of eligible
civil servants by 2025 and 90% by 2030181,
Employees contribute 3% of their salaries,
with governments providing a matching

3%, supported by federaland regional
budgets®l Implementation has been slow

in previous years due to limited funding and
rising living costs. in 2024, more than 500,000
government employees were registered
under the scheme, supported by 4.5 billion
birrallocated from the federal budget??.
Learning from other countries’ experiences,
such as challenges with financial sustainability,
employee compliance, and governance

gaps, togetherwith evidence from Ethiopia,

1
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including low awareness of SHI benefits among civil servants, can help inform strategies for SHI
rollout™ %4, Addressing these barriers through adequate budget allocation, phased contributions,
clearregulations, strengthened governance, digital enrollment tools, and targeted awareness
campaigns can accelerate SHlimplementation and enhance itsrole as a sustainable domestic
source of health financing??-74.

Coverage Contribution
Targets

45% SR 90% 3% + 3%

by 2025 of eligible civil by 2030 of eligible civil Employee Government
servants servants contribution contribution
Current SHI Benefits Key Enablers
Status 2024 for Success
@ Improves health
service use
=\ . i I
@» N Provides strong - > -
poteioy financial protection E: {Ir / @
500,000+ 4.5B
- . Improves quality Adequate Phased Clear Digital Targeted
goyernment employees 4.5bilionbimallocated of care budget contribution Regulations enroliment awareness
registered under SHI EO(T the federal allocation increase tools campaigns
udget
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