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Universal Health Coverage Assessment: Bangladesh

Introduction
This document provides a preliminary assessment of the 
Bangladeshi health system relative to the goal of universal 
health coverage, with a particular focus on the financing 
system and related aspects of provision.

In the 2010 World Health Report, universal health coverage 
is defined as providing everyone in a country with financial 
protection from the costs of using health care and ensuring 
access to the health services they need (World Health 
Organisation 2010). These services should be of sufficient 
quality to be effective. 

This document presents data that provide insights into the 
extent of financial protection and access to needed health 
services in Bangladesh.

Key health care expenditure 
indicators
This section examines overall levels of health expenditure 
in Bangladesh and identifies the main sources of health 
financing (Table 1).3 In 2012, total health expenditure 
accounted for 3.6% of the country’s Gross Domestic 
Product (GDP), an amount that was lower than the average 
of 5% for other low-income countries, and well below 
the global average of 9.2%. However, it represented a 
considerable improvement over the situation in the late 
1990s when it stood around 2.7% (Health Economics 
Unit 2010a). 

Public allocations to fund the health sector were around 
7.7% of total government expenditure. This was slightly 
lower than the average of 8.7% for other low-income 

Table 1: National Health Accounts indicators of health care expenditure and sources of finance in 
Bangladesh (2012)

Indicators of the level of health care expenditure

1.   Total expenditure on health as % of GDP 3.6%

2.   General government expenditure on health as % of GDP 1.2%

3.   General government expenditure on health as % of total government expenditure 7.7%

4a. Per capita government expenditure on health at average exchange rate (US$) 9.0

4b. Per capita government expenditure on health (PPP $) 23.3

Indicators of the source of funds for health care

5.   General government expenditure on health as % of total expenditure on health* 34.4%

6.   Private expenditure on health as % of total expenditure on health** 65.6%

7.   External resources for health as % of total expenditure on health# 7.2%

8.   Out-of-pocket expenditure on health as % of total expenditure on health 63.3%

9.   Out-of-pocket expenditure on health as % of GDP 2.3%

10. Private prepaid plans on health as % of total expenditure on health## 0.2%

Notes:
* This includes tax-funded health spending and external revenues flowing through government accounts.
**This includes external resources that flow through NGOs.
#Some external resources flow through government and some through NGOs. Indicators 5 and 6 therefore add up to 100% whereas indicator 7 in this Table is a separate 
indicator altogether. This is different from Figure 1 where donor funds are distinguished from tax-based financing.
## This includes voluntary commercial and community-based health insurance.
Source: Data drawn from World Health Organisation’s Global Health Expenditure Database (http://apps.who.int/nha/database/Key_Indicators/Index/en)

3 The data quoted in this section all derive from the latest (2012) data in the World Health Organisation’s Global Health Expenditure Database (http://apps.who.int/
nha/database/Home/Index/en). Comparisons with other countries are based on figures expressed in terms of purchasing power parity. The country’s income category is 
determined from the World Bank’s classification for the same year (http://data.worldbank.org/about/country-and-lending-groups).
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countries and well below the 15% target set by the 
Organisation for African Unity’s 2001 Abuja Declaration 
(which, coincidentally, was the same as the global average 
for 2012). 

In fact, government health expenditure translated into only 
1.2% of GDP. This amount was lower than the low-income 
country average of 1.9% for that year, and is low for what 
is essentially the mandatory pre-paid component of a 
health financing system. The global average, for example, 
was 5.3%.

The challenge faced by the government of Bangladesh in 
ensuring adequate coverage is encapsulated by per capita 
government expenditure on health which was around $23 
(in terms of purchasing power parity) in 2012, around the 
low-income country average of $25 but twenty-five times 
less than the global average of $652. 

Donor financing accounted for only 7% of total health 
sector expenditure in 2012. This was considerably 
lower than the low-income country average of 28%. 
However, donor assistance contributed almost a quarter 
of the total budget of the Ministry of Health and Family 
Welfare, making it an important source of financing for 
public services. 

As would have been expected from the relatively low 
levels of government expenditure, out-of-pocket payments 
played a significant role in Bangladesh in 2012 (at almost 

two-thirds (63%) of total financing, and as much as 2.3% 
of GDP). This was very high in global terms (where the 
average was 21% of total financing), as well as in low-
income country terms (where the average was 47%). It was 
certainly far above the 20% limit suggested by the 2010 
World Health Report to ensure that financial catastrophe 
and impoverishment as a result of accessing health care 
become negligible (World Health Organisation 2010). 
Increasing out-of-pocket payments over the years 1997 to 
2007 accounted for growth in both total health expenditure 
and total per capita health expenditure at a pace faster 
than the growth in both GDP and GDP per capita (Health 
Economics Unit 2010a). 

Finally, in 2012, private health insurance in Bangladesh, 
as in most low-income countries, played an insignificant 
role at only 0.2% of total health sector financing. 

Structure of the health system 
according to health financing 
functions

Figure 1 provides a summary of the structure of the 
Bangladeshi health system, depicted according to the 
health care financing functions of revenue collection, 
pooling and purchasing, as well as health service provision.  
Each block represents the percentage share of overall 
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Figure 1: A function summary chart for Bangladesh (2007)

Notes: Donor funding includes support to government and NGOs. 
Source: Created by the authors using data from the Bangladesh National Health Accounts reported in Health Economics Unit (2010a) and Health Economics Unit (2010b).
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health care expenditure accounted for by each category 
of revenue source, pooling organisation, purchasing 
organisation and health care provider.4

Revenue collection

The public sector of the health system is financed from 
general taxation as well as external assistance. In the case 
of general taxation, the Ministry of Health and Family 
Welfare is the primary channel, accounting for 97% of total 
public financing in 2007 (Health Economics Unit 2010a).

The Ministry’s expenditures are categorized under two 
government budget headings: the Revenue Budget and the 
Development Budget or Annual Development Programme. 
The Revenue budget is financed through general tax 
revenue (that is, taxes on income and profits, value 
added tax, other taxes and non-tax revenues, including 
borrowing from the domestic market and self-financing by 
government-owned autonomous corporations).

The Annual Development Programme is primarily financed 
by the government’s revenue surplus and assistance from 
foreign development partners in the form of soft loans and 
grants. Over time government has emphasized greater 
dependence on internal funding. Consequently, the share 
of the Annual Development Programme in the Ministry of 
Health and Family Welfare’s total budget dropped from 
just over a half (57%) in 1997 (Health Economics Unit 
2010a) to just over a third (36%) in 2011 (Ministry of 
Finance 2013). Besides, the share of external aid in the 
total revised Annual Development Programme decreased 
from around two thirds (61%) in 1997 to under a half 
(44%) in 2011.5

The government of Bangladesh provides its civil servants 
with a number of health benefits. They are entitled to a 
monthly medical allowance (which may not end up being 
spent on medical treatment at all) and free treatment at 
health facilities operated by the Ministry of Health. Besides, 
through the Bangladesh Employee Welfare Board, the 
government reimburses its employees for complicated and 
expensive medical treatment (at home or abroad). This 
entitlement is valid for only once in the service life of the 
employee. Additionally, for what are known as 3rd and 4th 
class staff (and their families), the Board reimburses the 
costs of medical treatment up to an annual limit. 

Furthermore, there is a mandatory payroll-based 
contributory scheme, the Benevolent Fund, which 
reimburses the treatment of civil servants and their families 

4 The data quoted in this section are slightly different from the previous section because they are based on more detailed disaggregation of data from the Bangladesh 
National Health Accounts reported in Health Economics Unit (2010a). 
5 Derived from http://www.erd.gov.bd/images/FlowBook/Tbl-17_0_18.pdf.

once a year, up to an annual limit. Reimbursement is 
provided where civil servants sought treatment at public 
facilities but: due to limited stocks of medicines they had 
to buy medicines from drugstores or pharmacies; there 
was a lack of equipment (or equipment was not in working 
condition) for required diagnostics tests, which meant that 
tests had to be done by private providers; there was no 
specialist to treat the relevant condition in which case 
the facility was required to refer the patient to a private 
provider; or the civil servant stayed in a paying bed or 
room within the public facility.

Besides, other ministries, such as Defence, Home Affairs 
and Railways, provide health care to their employees 
through their own health facilities.

Development partners also channel assistance to non-
governmental organisations (NGOs) through grants. 
Direct assistance to NGOs varied from 5% to 9% of total 
health expenditure during the decade 1997 to 2007 
(Health Economics Unit 2010a). 

Private expenditure is financed through a number of 
sources. The major source of private financing is out-of-
pocket spending by households. Civil servants and their 
family members, freedom fighters and poor and destitute 
people are exempted from user fees at facilities operated 
by the Ministry of Health. Despite this, the burden of out-
of-pocket payments on households in Bangladesh is one 
of the highest in the Asia-Pacific region. Out-of-pocket 
payments absorbed 5% of total household consumption 
expenditure and about 11% of non-food household 
expenditure on average in 1999/10 (van Doorslaer et al. 
2006 and 2007).

As already mentioned, the revenue generated by private 
insurance companies remains very limited. Private 
insurers mostly offer medical benefit schemes financed 
by employers in the for-profit private sector (Bangladesh 
Health Watch 2012). 

For-profit private firms finance some services through their 
general budgets or corporate social responsibility funds, 
but this amounts to less than one per cent of total health 
expenditure. Some firms offer medical services to their 
employees through their own health facilities or doctors 
appointed to deliver care at the factory or office premises, 
while others reimburse the treatment costs of employees 
and, in some cases, their families. As part of corporate 
social responsibility activities, some firms fund NGOs for 
various activities that include prevention and promotion 
(such as awareness campaigns and health camps), 
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distribution of medicines, equipment, medical devices and 
prosthetics, the construction of facilities, and the provision 
of primary health care and hospital services. 

More generally, NGOs in the health sector are financed 
by donor assistance, government grants, own funding 
generated from community-based health insurance 
schemes or micro-health insurances schemes, and fees 
for services (Bangladesh Health Watch 2012). External 
assistance is the major funding source for the NGO sector. 
The share of NGO financing from their own sources ranged 
between 1% and 2% over the period 1997 to 2007. 

In Bangladesh, there are a number of notable and innovative 
prepaid health financing schemes largely run by NGOs 
that provide health services and micro-credit. However, 
these schemes remain limited in scope and coverage 
(Bangladesh Health Watch 2012). They target the ultra-
poor and poor sections of the population. Contributions 
are either income-related or vary according to NGO 
membership status. Initially membership was limited to 
micro-credit borrowers but subsequently coverage was 
extended to non-borrowers and the non-poor. Some NGOs 
attempt to cross-subsidize borrower members by charging 
higher prices to non-borrower and non-poor members. 
Although premiums are low, high co-payments deter new 
enrolment and renewal of membership, particularly once 
loans are fully repaid (ibid).

Pooling

Pooling of health care financing is limited to public 
financing and a very small component of private financing. 
Resource allocation to public facilities is driven by current 
infrastructure and human resource patterns without 
considering the needs of facilities or the populations. 
Consequently, public spending is not equitably distributed 
across geographic areas. Annual spending by the Ministry 
of Health and Family Welfare by administrative division 
ranged from USD1.27 to USD2.38 per capita, with 
administrative divisions with historically fewer facilities and 
lower bed numbers receiving lower allocations (Health 
Economics Unit 2010a). Recently the Ministry has decided 
to pilot a formula for allocating budgets on the basis of 
need, which, if introduced, would improve equity as well 
as encourage efficiency.

In the private sector pooling of funds is limited to private 
insurance, which accounts for only 0.2% of total health 
expenditure (Health Economics Unit 2010a). There are 
14 private insurance companies, which means that this 

small risk pool is highly fragmented. Community-based 
insurance and micro-health insurance offered by NGOs 
also represents a fragmented risk pool. Moreover, 
contrary to a true insurance product, the bulk of the risk 
in these schemes remains with the insured (Ahsan et al. 
2013). This is because co-payments exceed 50% in many 
cases which means that the schemes provide subsidised 
care rather than shifting financial risk (Bangladesh Health 
Watch 2012)

Accounting for almost two thirds of total health expenditure, 
out-of-pocket payments are not pooled as they are paid 
directly by patients to health care providers. 

Purchasing

Public facilities receive an annual budget that is historically 
based and calculated according to line items. Individual 
health workers are paid on a salary basis. Moreover, 
salaries for personnel dominate spending at public 
facilities (Rannan-Eliya et al. 2012a) leaving little space 
for discretionary spending. Purchasing of services is 
thus relatively passive and there are few incentives, or 
opportunities, for efficiency. 

A variety of purchasing mechanisms are used to fund 
NGO services. The Ministry of Health and Family Welfare 
contracts NGOs (selected through a competitive bidding 
process) to provide selected services such as HIV/AIDS. The 
Ministry also operates a maternal health voucher scheme 
in over 50 sub-districts. Under this scheme public providers 
(both facilities and individual health professionals) receive 
a financial incentive to provide services to voucher 
recipients. The scheme also purchases services from the 
private sector, including NGOs.

In urban areas, primary health care is the responsibility of 
the Ministry of Local Government and Rural Development 
and Cooperatives. NGOs are contracted by this Ministry 
through a competitive bidding process to provide 
primary health care services in selected urban areas. 
They are reimbursed on a fee-for-service basis. All these 
arrangements with NGOs seek to improve equity as well 
as the efficiency of services.

NGOs also receive grants from the Ministry of Health and 
Family Welfare, the Ministry of Social Welfare and a few 
other ministries for service delivery or hospital construction. 
NGOs receive donor assistance mostly as grants, too, with 
the funds used for service delivery, including supervision of 
programme activities.
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Private for-profit providers are reimbursed on a fee-for-
service basis, mainly through out-of-pocket payments. 
However, a small number of private-for-profit facilities 
are reimbursed through private insurance companies for 
providing services to their beneficiaries.

All in all, then, purchasing arrangements in Bangladesh 
are generally passive, leaving little room for controlling 
costs and improving equity and efficiency overall.

Service provision

Health care provision in Bangladesh is pluralistic in 
nature, including public, NGO and private providers. 
The Ministry of Health and Family Welfare is the largest 
provider of health care services, operating a nation-wide 
system of facilities and programmes. Despite this, people 
seek care mostly from the private sector. About 39% of 
sick individuals who sought care in 2010 consulted 
private sector physicians6 and 40% visited drugstores or 
pharmacies for consultations while only about 12% visited 
public sector providers (Bangladesh Bureau of Statistics 
2011). Even for deliveries it appears that people relied on 
private facilities (15%) more than on public facilities (12%) 
(National Institute of Population Research and Training et 
al. 2013). 

Public services are beset by a number of quality and 
efficiency problems that are likely to affect access and 
utilisation. Absenteeism among doctors and nurses at some 
facilities was reported to be over 40% and 50% respectively 
by Chaudhury and Hammer (2004) and Financial 
Management Reform Programme (2005), although World 
Bank (2012) reported a significantly lower percentage of 
7%. In addition, Ministry facilities lack an adequate supply 
of essential drugs and other logistics. For example, from 
a list of 37 essential drugs, 75% were available in only 
27% of the hospitals at the district level and below (World 
Bank 2012). Non-availability of medicines at public 
health facilities compels patients to buy medicines from 
drugstores, which may contribute to the phenomenon of 
catastrophic expenditures that is discussed later.

Lack of funding restricts the use of ambulances (although 
most are in working order) as well as the use of generators 
in areas where there are frequent power cuts (World Bank 
2012). Some of these problems indicate poor budgeting 
and planning at central as well as at facility level.

There are signs of certain efficiency improvements, 
however. At Ministry facilities the proportion of medical 

equipment that has not been installed, is not functional 
or is not being used, dropped to 46% from 57% in four 
years (Programme Management and Monitoring Unit 
2013).  Rannan-Eliya et al. (2012a) found that real unit 
costs at Ministry facilities declined by between one half 
to one third between 1997 and 2010. Further, between 
1997 and 2010 overall facility budgets tripled while 
the facility budget for medicines increased 7-fold in 
nominal terms. This would be expected to have had a 
positive impact on expansion of service delivery during 
the same period.

NGOs provide some health services, especially at grassroots 
level. They provide mainly primary and preventive care 
services, and only limited hospital services. To some extent 
these services complement public health services. NGOs 
have taken the lead in health care innovation, often in 
partnership with government.

Bangladesh also has a large and complex formal, for-profit 
private sector, which is growing rapidly. Pharmaceutical 
outlets are concentrated in the urban areas of the country. 
Pharmacies and drug shops are responsible for most of 
the distribution of pharmaceutical goods, which are mainly 
paid for by out-of-pocket spending. They are the dominant 
category of provider, consulted by 40% of those who sought 
treatment in 2010 (Bangladesh Bureau of Statistics 2011) 
and accounting for two thirds of out-of-pocket expenditure 
in 2007 (Health Economics Unit 2010a).

Private ambulatory care by qualified providers is provided 
by clinics, hospitals and diagnostic laboratories. These are 
staffed by private professionals, many of which are public 
sector health workers who work off-duty hours in the private 
sector, or after retirement from their public sector jobs.  The 
total number of registered private health facilities is almost 
3,000, which is an under-estimate, given that there are 
also unregistered facilities (Directorate General of Health 
Services 2014). The number of private hospital beds is 
almost the same as public hospital beds (ibid). 

There is also a large informal, for-profit sector that includes 
unqualified providers such as village doctors and drug 
vendors. They play a major role in the private health care 
market in Bangladesh, especially in semi-urban and rural 
areas. Even in urban areas where there is relatively good 
access to public providers, the majority of the poor opt 
to see unqualified practitioners as they are comparatively 
cheaper, easier to access and their services are more 
familiar to patients. There are also a substantial number 
of practitioners who adhere to the homeopathy, Unani and 
Ayurvedic medical traditions.

6 This includes both full-time private sector doctors and government doctors working part-time in private practice.



Universal Health Coverage Assessment: Bangladesh

8

Finally, there is no accurate estimate of the total number of 
doctors providing services in the country. Nearly half of the 
doctors and most of the paraprofessionals7  (89%) provide 
services at public facilities (Bangladesh Health Watch 
2008). However, dual practice by public sector doctors 
makes it difficult to separate them from private providers. 
More than half of the doctors working at public facilities 
report engaging in private practice (World Bank 2012). 
This has implications for equity, access and efficiency in 
the Bangladeshi health system where governance and 
regulatory capacity is weak (Hipgrave et al. 2013): dual 
practice incentivizes public sector health workers to live and 
work in urban areas leading to absenteeism and retention 
problems in rural areas; there is diversion of patients from 
the public to the private sector; and drugs, supplies and 
equipment from public facilities are used and pilfered for 
private patients (ibid).

Financial protection and equity 
in financing
A key objective of universal health coverage is to provide 
financial protection for everyone in the country.  Insights 
into the existing extent of financial protection are provided 
through indicators such as the extent of catastrophic 
payments and the level of impoverishment due to paying 
for health services. This section analyses these indicators 
for Bangladesh and then moves on to assess the overall 
equity of the health financing system.

Catastrophic payment indicators

As already emphasised, Bangladesh relies heavily on 
out-of-pocket payments for health financing. This sort of 
reliance on out-of-pocket payments puts households at 
financial risk when a household member becomes ill.  The 
risk is even higher if medical expenses are large relative to 
the household budget.

Bangladesh has the highest incidence of catastrophic 
payment in the Asia Pacific region (van Doorslaer et al. 
2007). In 1999/2000, as many as 16% of households spent 
more than 10% of total monthly household consumption 
on health care while 7% spent more than 40% of non-food 
household expenditure (Table 2).  A more recent estimate 
found that 7% of households spent more than 25% of their 
monthly non-food expenditure on health care as out-of-
pocket payments in 2010 (Chandrasiri et al. 2012). These 
figures could under-state the actual problem as it is agreed 
in the international literature that this indicator may not 
capture the reality that there are people who do not utilize 
health services when needed because they are unable to 
afford out-of-pocket payments at all (Wagstaff and van 
Doorslaer 2003). 

Impoverishment indicators

While the extent of catastrophic payments indicates 
the relative impact of out-of-pocket payments on 
household welfare, the absolute impact is shown by the 

7 This includes both full-time private sector doctors and government doctors working part-time in private practice.

Table 2: Catastrophic payment headcounts for Bangladesh (1999/2000)*
Threshold budget share

5% 10% 15% 25%

Calculations based on gross household expenditure (including food)

Catastrophic payment headcount index
(the percentage of households whose out-of-pocket payments for 
health care as a percentage of household consumption expenditure 
exceeded the threshold)

28% 16% 10% 5%

Calculations based on non-food household expenditure
Threshold budget share

15% 25% 40%

Catastrophic payment headcount index
(the percentage of households whose out-of-pocket payments for health 
care as a percentage of household consumption expenditure exceeded 
the threshold)

25% 15% 7%

* Financial catastrophe is defined as household out-of-pocket spending on health care in excess of various threshold percentages of gross and non-food household 
expenditure. Estimates based on adult equivalent adjusted per capita household consumption expenditure.
Source: van Doorslaer et al. (2007), using Household Income and Expenditure Survey 1999/2000



9

Universal Health Coverage Assessment: Bangladesh

impoverishment effect. In Bangladesh, almost a quarter of 
the population lived below the one dollar per day poverty 
line in 1999/2000 (see Table 3). Almost three quarters 
lived below the two-dollar per day poverty line. An 
additional 3.6% to 3.8% dropped into poverty as a result 
of paying out-of-pocket when accessing health services. 
This translated into between 4.7 and 4.9 million people 
who fell into poverty as a result of out-of-pocket payments 
for health care.

The situation improved considerably over the subsequent 
decade, however. A recent analysis by Chandrasiri et al. 
(2012) revealed that, in a given month, the number of 
individuals falling below the international $1 poverty line 
had reduced from 3.8% in 2000 to 3.1% in 2005 to 0.7% 
in 2010. One possible explanation for this improvement 
might be a drop in out-of-pocket spending on medicines. 
The share of medicine costs in out-of-pocket spending 
dropped from over 70% in 1997 to 63% in 2007 (Health 
Economics Unit 2010a). On the other hand, the Ministry 
of Health’s spending on medicines more than doubled 
over this same period. In particular, the budget for 
medicines increased more than 7-fold at sub-district level 
hospitals over the same decade. Although only 12% of 
the population sought care from the public health system, 
utilization increased by between 62% and 72% between 
1997 and 2010 at sub-district level hospitals (Rannan-
Eliya et al. 2012a). This suggests that more people are 
accessing free medicines. 

The normalised poverty gap (also shown in Table 3) 
measures the percentage of the poverty line necessary to 
raise an individual who is below the poverty line to that 
line. Compared to the prepayment gap, the post-payment 
gap increased by 0.9% (for the $1 threshold) and 2.6% 
(for the $2 threshold) in 1999/2000.  The increase in the 
poverty gap is partly due to more individuals falling below 
the poverty line, but also due to poor individuals (already 

Table 3: Impoverishment indicators for Bangladesh, using $1.08 and $1.25 poverty lines (in terms of 
1992 purchasing power parity) (1999/2000)

$1.08 per day $2.15 per day
Pre-payment poverty headcount 22.5% 73.0%
Post-payment poverty headcount 26.3% 76.5%

Percentage point change in poverty headcount (pre- to post-payment) 3.8% 3.6%

Pre-payment normalised poverty gap 4.5% 27.8%

Post-payment normalised poverty gap 5.3% 30.5%

Percentage point change in poverty gap (pre- to post-payment) 0.9% 2.6%
Note: Analysis based on Household Income and Expenditure Survey 1999/2000, using adult equivalent adjusted per capita household consumption expenditure.
Source: van Doorslaer et al.  (2006)

below the poverty line) ending up even further below the 
poverty line once health care payments are subtracted 
from their household resources.

It is important to note that this methodology only captures 
those who access health care services, excluding those 
already very poor individuals who cannot afford to pay for 
health care.

Equity in financing

Equity in financing is strongly related to financial protection 
(as described by the indicators above) but is a distinct 
issue and health system goal. It is generally accepted that 
financing of health care should be according to the ability 
to pay. 

A ‘progressive’ health financing mechanism is one in 
which the amount richer households pay for health care 
represents a larger proportion of their income. Progressivity 
is measured by the Kakwani index: a positive value for 
the index means that the mechanism is progressive; a 
negative value means that poorer households pay a 
larger proportion of their income and that the financing 
mechanism is therefore regressive. Table 4 provides an 
overview of the distribution of the burden of financing the 
Bangladeshi health system across different socio-economic 
groups (i.e. the financing incidence) as well as the Kakwani 
index for each financing mechanism. 

In Bangladesh, the burden of direct taxes was heavily 
concentrated on the better-off population in 1999/2000, 
both in absolute terms and relative to ability to pay, 
as demonstrated by a Kakwani index of 0.55. As the 
redistributive effect of a tax depends not only on its 
progressivity but also on the size of the tax base, very 
progressive direct taxes might have only a small redistributive 
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effect where there is a narrow tax base. Bangladesh’s 
revenue to GDP ratio of 12%, and tax to GDP ratio of 
10%, does in fact suggest limited revenue raising capacity 
on the part of the government of Bangladesh. This means 
that highly progressive direct taxes do not have a large 
impact on overall progressivity. 

The burden of indirect taxes is also concentrated on the 
better-off population but to a much lesser extent than for 
direct taxes, as evidenced by a smaller Kakwani index of 0.1. 

Table 4: Incidence of different domestic financing mechanisms in Bangladesh (1999/2000)
Financing mechanism Percentage share Kakwani index
Public financing sources 

Direct taxes 4.0 0.55

Indirect taxes 16.3 0.11

Non-tax revenue 6.9 -

Private financing sources
Out-of-pocket payments 64.6 0.22

Other (private firms, NGOs, community-based health 
insurance)

8.1 -

Total financing sources 100 0.21
Notes: Estimates are based on adult equivalent per capita household consumption expenditure; - = data not available.
Source: O’Donnell et al. (2008)

Figure 2: Out-of-pocket payments for health care as a percentage of household consumption in 
Bangladesh (1999/2000)

Note: Analysis based on Household Income and Expenditure Survey 1999/2000, using adult equivalent adjusted per capita household consumption expenditure.
Source: van Doorslaer et al. (2007) 

Q1(low) Q2 Q3 Q4 Q5(high)

10.00%

9.00%

8.00%

7.00%

6.00%

5.00%

4.00%

3.00%

2.00%

1.00%

0.00%

O
ut

-o
f-p

oc
ke

t p
ay

m
en

t a
s 

%
 o

f t
ot

al
 h

ou
se

ho
ld

 c
on

su
m

pt
io

n
The positive Kakwani index of 0.2 for out-of-pocket 
payments indicates that the better-off population spends 
proportionally more of its household resources on health 
care (O’Donnell et al. 2008). Figure 2 shows that, in 
1999/2000, the percentage ranged from 3% spent by 
the poorest quintile and 9% by the richest. The bulk of 
out-of-pocket spending comes from the richer population; 
the richest 40% of the population (top two quintiles) 
accounted for two-thirds of all out-of-pocket payments in 
2010 (Chandrasiri et al. 2012). These findings suggest 
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that the richest are able to satisfy their health needs by 
purchasing the required medical care, while the poorest 
are not able to divert their already constrained household 
resources from other pressing demands and often forego 
needed health care. Better-off people not only pay more 
for health care in Bangladesh; they most probably also 
obtain more and better quality care.

Equitable use of health services 
and access to needed care
This section considers how benefits from using 
different types of health services are distributed across 
socio-economic groups. One measure of this is a 
concentration index, which shows the magnitude of 
socioeconomic-related inequality in the distribution of 
a variable. In Table 5, if the concentration index has a 
positive (or negative) value, the distribution of the use 
of the health service is considered to benefit the richest 
(or poorest) respectively.

It is evident from Table 5 that, in Bangladesh, inpatient 
hospital care was pro-rich at the time the data were 
collected, over a decade ago. This is because hospital 
care has positive concentration indices for both public and 
private sectors. 

Public hospital outpatient services had a small pro-rich 
bias although the equivalent care in the private sector 
was slightly pro-poor. Non-hospital private care was 
also slightly pro-poor, reflecting the heavy reliance of the 
poor on unqualified, low-quality private sector providers 
(O’Donnell et al. 2008).

Table 5: Concentration indexes for health care utilisation in Bangladesh (1999/2000)
Type of Service Inpatient utilisation Outpatient visits
Public facilities

Public hospitals 0.3147 0.0987

Non-hospital facilities n/a 0.0134

Private facilities
Hospitals 0.3620 -0.0174

Non-hospital facilities n/a -0.0222

Total 100 0.21

Hospitals 0.3361 0.0649

Non-hospital facilities n/a -0.0241
Notes: Estimates are based on adult-equivalent adjusted household consumption expenditure using the dataset of the Bangladesh Health and Demographic Survey 
1999/2000; n/a = not applicable.
Source: O’Donnell (2008)

Inequity in maternal health care is also a major concern in 
Bangladesh. In 2011, the ratio of utilisation by the poorest 
quintile to the richest quintile was 1:3 for antenatal care 
from a medically trained provider, 1:6 for a facility-based 
delivery and 1:14 for delivery by C-section (Streatfield et 
al. 2013). This is an indication that the equity gap widens 
as the service level becomes more advanced.

Evidence from the Household Income and Expenditure 
Survey shows that the overall utilization of health care was 
less pro-rich in 2010 than in the earlier two rounds of the 
same survey conducted in 2000 and 2005 (Chandrasiri 
et al 2012). Further research is required to explain this 
positive change. Overall, however, utilization of health 
care was inequitable in all three rounds.    

It is generally agreed that individuals’ use of health services 
should be in line with their need for care.  The universal 
coverage goal of promoting access to needed health care 
can be interpreted as reducing the gap between the need 
for care and actual use of services, particularly differences 
in use relative to need across socio-economic groups.  The 
utilisation results discussed above do not allow one to draw 
a categorical conclusion about whether the distribution is 
equitable or not: the distribution of benefits first needs to 
be compared to the distribution of need for health care. 

In the absence of self-assessed health status data, two 
child health indicators are used below as proxies for 
health care need in Bangladesh (Figure 3). These proxies 
are children under five with diarrhoea, and children under 
five with acute respiratory symptoms. Figure 3 shows that 
children from the poorer quintiles bore the greater burden 
of ill-health but received less treatment than children from 
the richest quintile in 2011.
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Notes: ‘ARI’ = ‘acute respiratory infection;’ the graphs show the percentage of children ill and treated in the two weeks prior to the survey. 
Source: National Institute of Population Research and Training et al. (2013)
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Figure 3: Distribution of need for, and access to, child health care in Bangladesh (2011)

This is evidence of many access barriers in Bangladesh. 
The Household Income and Expenditure Survey of 2010 
showed that more than half of those who reported an illness 
did not perceive their illness as serious enough to require 
care (Chandrasiri et al. 2012). Where a child was ill, cost 
was a more important reason for the poor than the rich for 
not seeking care.  Overall, cost and distance barriers were 
the two most important factors that influenced the choice 
of the poor with respect to their provider, while quality-
related factors were more important for the rich. 

These findings suggest that, while the Bangladeshi poor 
paid less for care, they also received less care, while the 
poorest of the poor simply could not afford to pay for care 
and hence decided to forgo treatment.   

Conclusion
It will be a long journey for Bangladesh if it is to achieve 
universal health coverage, as reflected by this brief 
assessment of the country’s health system.

From a financial protection perspective, Bangladesh faces 

a number of challenges. The country relies heavily on out-
of-pocket payments that account for almost two-thirds 
of total health expenditure. There is evidence of a high 
incidence of catastrophic payments and impoverishment 
due to out-of-pocket spending. 

Generally, high out-of-pocket payments at the point of 
receiving services might have a negative effect on the 
utilization of health care. In Bangladesh, the better off pay 
more out of pocket for health care, spend proportionally 
more of their household resources on health care, and 
also receive more and better care. The poor pay less and 
receive less health care while the poorest of the poor simply 
cannot afford to pay and hence do not seek treatment 
(O’Donnell et al. 2008). 

Bangladesh faces additional barriers to achieving universal 
access, such as lack of awareness and information about 
services, long distances to services, inefficiencies and poor 
quality of care. The equity divide in accessing needed services 
remains a major challenge. In most cases hospital care is 
pro-rich while non-hospital care is pro-poor (O’Donnell et 
al. 2007). The pro-poor utilization of outpatient services 
probably reflects the reliance of the poor on unqualified 
private informal providers (O’Donnell et al. 2008). 
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With the aim of achieving universal coverage, Bangladesh’s 
Ministry of Health and Family Welfare has developed a 
new 20-year health care financing strategy (Ministry of 
Health and Family Welfare 2012). Its vision is to attain 
sustainable, equitable, effective and efficient health care 
financing to ensure equal access to quality health services 
for the whole population of Bangladesh. The goal is to 
strengthen financial risk protection and extend health 
services and population coverage.

The proposed health financing strategy will focus on 
addressing issues relating to revenue generation, pooling 
and purchasing. The intention is to halve out-of-pocket 
payments for health care at the point of service delivery 
from the current level to 32% of total health expenditure by 
2032 (see Figure 4). 

To reach this target, other funding sources must grow faster 
than out-of-pocket payments. The new strategy will combine 
funds from tax-based budgets, existing community-based 
and other prepayment schemes, and donor funding. Current 
low levels of health financing could be addressed through 

an increase in the level and efficiency of the government’s 
budget allocation as well as by creating a compulsory 
Social Health Protection Scheme.8  The proposed scheme 
is still being designed.

The strategy will address issues related to the roles of 
various stakeholders, how funds will be collected and 
pooled, and how they will be used to purchase and provide 
services. Prepayment will include both non-contributory 
and contributory mechanisms although the latter might 
not generate substantial resources to start with due to the 
limited tax base. 

The strategy envisages starting its health protection 
coverage with the poor and the formal sector. Then it will 
extend its coverage and benefit package to include the 
informal sector in order to achieve universal coverage. 

In order to increase access, tax-funded primary and 
preventive care services will remain free for all groups of 
the population. It will be necessary to strengthen these 
services to improve efficiency and effectiveness.

 

8 Different countries use the terms ‘national health insurance,’ ‘social health insurance’ and ‘social security’ differently to describe different types of mandatory health 
insurance. In each country assessment in this series, the term applied is the one commonly in use in the country in question. In the case of Bangladesh, the term ‘Social 
Health Protection Scheme’ is used to refer to a proposed new mandatory health insurance scheme, the details of which are still being developed.
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