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Post Interest GGE Per Capita
(Kip Millions 2024)

A STABILIZING ECONOMY CREATES AN OPPORTUNITY FOR

HEALTH

While macroeconomic stabilization is a necessary foundation for stronger and inclusive growth, it

also creates an opportunity for health.

After a period of significant macroeconomic
stress, Laos shows improving fiscal trajectory
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Source: authors’ elaboration based using data from Kumar et al. 2025.

Health financing is a key focus of the macro-
economic reform agenda.

A healthier population is more productive, more
resilient, and better positioned to contribute
to long-term structural transformation.
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HEALTH OUTCOMES: SIGNIFICANT PROGRESS, PERSISTENT GAPS

Laos has achieved important health gains over the past two decades, but the country now faces a

dual burden of communicable and noncommunicable diseases that demands a different approach,

and Declining Utilization Points to Growing Unmet Need

Shifts in the Burden of Disease in Laos, 2013-2023 (Top 10 Causes, DALYs)
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Figure 10: Inpatient and Outpatient Care 2019-2024
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Source: National Health Statistics (2024).
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LAO PDR’S DEMOGRAPHIC TRANSITION: OPPORTUNITIES AND
STAKES

Demographic Trends: A Window of Current Nutrition Challenges
Opportunity for Human Capital

Population approaching 7.9 million

1 in 3 children under five is stunted
65.4% of the population is of working age
(15—64 years)

29.8% aged 0-14 years;

11% of children are wasted

24% of children are underweight

* Significant geographic inequities and
4.8% aged 65+ years high burden in some ethnic groups

Fertility has declined to ~2.4 births per
woman




HEALTH FINANCING: A VULNERABLE MIX

Health spending remains well below regional
benchmarks, with households bearing the largest
share.

Financing mix (2023):

OOP: 44.8 Government: 39.8% External: 15.4%

NS

External financing volatility:

Surged during COVID- U.S. health assistance
19 declined 57.4%

Bilateral aid projected
to contract 10—-40%

NS

Implication: Additional resources for health will need to
come primarily from higher and more predictable
domestic financing

Figure 40. Sources of health expenditure in Laos (2000-23)
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Source: WHO Global Health Expenditure Database. Retrieved March 2026.
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REALIGNING HEALTH FINANCING FOR BETTER OUTCOMES

While budget execution rates appear strong, the underlying
pattern of delayed cash releases and compressed spending
windows limits the impact of approved budgets on frontline

While Laos has set a target of allocating 9
percent of its budget to health by 2030, current
allocations (at around 4 percent),....
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RE-CENTERING PRIMARY HEALTH CARE

Primary health care is the most cost-effective platform for prevention, early detection, and chronic
disease management — yet its share of public spending has declined.

PHC Expenditure Per Capita and Proportion of CHE

PHC spending trends:

* PHC share of CHE has weakened and become more volatile since £ 800,000 90%
2019 700,000 80%
* Hospital spending dominates among public providers £00.000 70%

* Government PHC spending: ~$7.10 per capita (vs. ~$25
minimum benchmark) 500,000
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* Greatest impact on equity, reaching poor and remote people

* International evidence: countries that invest in PHC achieve better 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020* 2021 2022
outcomes at lower cost

0%

CHE Per Capita PHC Per Capita  =@= PHC DGEH as % of CHE DGEH

What is already underway:

* HANSA initiative linking financing to quality scorecards at health
centers

* MOH integrating RMNCH and public health services at PHC



NATIONAL HEALTH INSURANCE: BUILDING ON ACHIEVEMENTS,

ENSURING SUSTAINABILITY

Laos' achievement of high health insurance coverage is a major milestone, but sustaining this
achievement requires addressing the gap between the NHI's fixed budget and rising costs of care.

Effective NHI
coverage:
~94.5% of
population (up
from 10.8% in
2008)

Consolidation
of fragmented
schemes into a
unified
framework

Achievement

NHIB budget:
200 billion kip
(~$9.3M) —
largely flat for
years

Health care
service and
medicine unit
costs rose

33.8%

Funding
imbalance:
120 billion kip
(~$5.6M) in
2024

Sustainability challenge

Notice No.
824/MOH
(June 2024):
revised co-
payment
policies

Co-payment
contributions
rose from 9.2B
kip to 45.9B
kip (Aug—Sep
2024)

Hospital
liabilities
reduced by
62.9%

Government response
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THE PRIVATE SECTOR: AN OPPORTUNITY FOR STRATEGIC

ENGAGEMENT

Households increasingly rely on private pharmacies and clinics as their first point of contact, making
strategic engagement with the private sector important for reducing Out-of-Pocket (OOP) spending.

—[ Scale of the private sector: }

* An estimated 1,800-3,600 licensed retail pharmacies;
~250 private clinics

* Concentrated in urban areas, especially Vientiane

—[ Household behavior: }

* Pharmacies and private clinics are often the first point of
contact for care

* Medicines account for >50% of OOP spending, much of
it in private retail

4[ Quality gaps: }

* Only 11.7% of pharmacies meet >80% of Good
Pharmacy Practice standards

* Lower compliance outside urban areas

Current Spending by Factors of Provision (2019)
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A COHERENT REFORM PACKAGE: THREE REINFORCING

PILLARS

The recommendations are structured as a single, integrated package. It recognizes that mobilizing
more resources, spending them more effectively, and strengthening the systems that connect budgets

to services must advance together.

Recommendation Pillars

©®

Pillar 1

More money for health:

roadmap, taxes, and
better coordination

EQ)

Pillar 2

More health for the
money: PHC first, better

purchasing, leverage the
private sector

%

Pillar 3

System enablers:
predictable cash,
controls, digital



Pillar 1 — More money for health

PILLAR 1: MORE MONEY FOR HEALTH

Recommendation 1:
Roadmap to the 9%
Target by 2030

Short term

Develop a sequenced, costed national and subnational roadmaps to raise
health’s share of GGE from 4 to 9 percent by 2030

Recommendation 2:
Leverage health taxes to
limit unhealthy behaviors,
while enhancing fiscal
space

Medium term

Strengthen excise taxes on tobacco, alcohol, and sugar-sweetened beverages
using higher specific taxes with indexation; close loopholes/exemptions;
implement scheduled rate step increases and strengthen the tax base to
reduce under-declaration.

Recommendation 3:
Strengthen development
partner coordination to
unlock and sustain
resources for health

Short to medium term

Formalize a government—development partner platform to align partner
financing with the budget calendar and medium-term framework; use a single
results/reporting framework; map support on Primary Health Care (PHC)/
National Health Insurance (NHI) priorities to avoid overlap and fill gaps.




Pillar 2 — More health for the money

Recommendation 1:
Strengthen
government

prioritization of
PHC

Medium term

PILLAR 2: MORE HEALTH FOR THE MONEY — STRENGTHENING PHC

Use NHI to promote PHC-first (consider removing health center co-payments, introducing
gatekeeping /referral protocols, strengthening capitation with risk adjustment and quality-
linked top-ups; introduce conditional, formula-based PHC grants to provinces/districts tied

to verified results

Recommendation 2:
Improve purchasing
at the primary care
level and hospital

Medium term

Strengthen purchasing mechanisms for sustainability: strengthen case-based payments and
consider Diagnosis-Related Groups plus global budgets for cost containment; for PHC,
targeted add-ons for priority services and strengthen gatekeeping /referrals; institutionalize
regular benefits-package revision; assess and pilot health technology assessment processes
to guide coverage decisions (starting with medicines).

Recommendation 3:
Steer the private-
public mixed
market

Medium term

Pilot an NHI “pharmacy benefit” list that defines essential medicines, accredited pharmacies,
reference pricing, generic substitutions,) with mandatory digital reporting; private sector
contracting.




PILLAR 3: SYSTEM ENABLERS — PREDICTABLE CASH, CONTROLS,
DIGITAL

Pillar 3 — Systemwide enablers

Recommendation 1:
Modernize budget
execution and fund
flows so approved
budgets translate
into timely services

Short to

medium term

Fast PFM fixes: cash planning, faster transfers
Publish cash-release trackers and arrears/service-disruption registers; expand direct
electronic transfers to facility bank accounts; streamline Chapter 63 approvals;

Provide targeted financial management coaching; track a small performance indicator
bundle (timeliness, days warrant to credit, reconciliations, outreach completion) and

publish provincial dashboards.

Recommendation 2:
Digitize for better
efficiency and
service provision

Medium term

Build Ministry of Health digital capacity (data/analytics, interoperability, cyber hygiene,
vendor/change management);

Develop a Digital Health Blueprint with governance, sequencing, costing, and performance
indicator-linked investments; digitize priority workflows (e-claims with automated

verification /feedback; connect claims to finance /accounting;




A CLEAR PATH TOWARD UHC

Laos can safeguard and accelerate
progress toward UHC by:

Mobilizing more predictable

domestic resources for health

~

J

Spending them better —
especially through primary
health care

~

J

Fixing last-mile PFM
constraints so budgets
translate into timely services

~
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