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KEY MESSAGES
 J Public financial management (PFM) has direct implications for health service delivery goals, 

including equity, quality, efficiency, and accountability of health services.

 J The World Bank: FinHealth PFM Toolkit is a systematic and bottom-up approach to diagnosing 

PFM constraints that affect health service delivery and identifying opportunities to improve 

health system performance.

 J This study identified PFM bottlenecks to health service delivery in Armenia and recommends 

actions that the Ministry of Health can advocate for or lead, in partnership with the Ministry of 

Finance, to address the binding PFM constraints to improving health system performance.
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PUBLIC FINANCIAL MANAGEMENT 
FOR HEALTH SERVICE DELIVERY

PFM has direct implications for health service delivery goals in health systems striving to achieve 

universal health coverage. PFM, or how budgets are formed, executed, and monitored, determines 

the performance of the health system in the dimensions of equity, quality, efficiency, and accountability of 

health services delivered (Figure 1). 

FIGURE 1 • Interaction of health service delivery outcomes with public financial 
management and health systems 

Country-specific context

PFM SYSTEM
• Budget formulation
• Budget execution
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HEALTH SYSTEM
• Revenue generation
• Pooling
• Purchasing
• Provision

The scope of the assessment

Non-PFM constraints

Service delivery goals

Low public spending on health presents a challenge to improving access to health care in Armenia. 

Public health financing as a percentage of total health expenditure is among the lowest in the world, at 

14 percent in 2017. Private health expenditures, consisting mainly of out-of-pocket spending, represents 

85 percent of current health spending (Figure 2).1 The key drivers of out-of-pocket spending are informal 

payments, co-payments for some covered services, and the lack of coverage in the Basic Benefits 

Package of certain expensive services. 

1 National Health Accounts of Armenia, 2018. National Institute of Health. Ministry of Health of Armenia.
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FIGURE 2 • Out-of-pocket payments are the predominant means of financing care
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The government of Armenia aims to make progress towards achieving universal health coverage by 2023, 

guaranteeing access to high-quality health care for every citizen. This will require substantial increasing 

in public financing for health to improve financial protection. In 2019, the Ministry of Health proposed 

reforms for universal health insurance that would expand coverage of a package of services for the entire 

population. The package is proposed to be financed through an increase in prepaid public revenue, 

channeled through the state budget. With anticipated health financing reform, a systematic assessment 

was needed to identify opportunities to maximize the effectiveness and efficiency of public spending. 
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FINHEALTH: PFM IN IN HEALTH TOOLKIT

In 2019, the World Bank governance and health teams provided joint technical assistance guided by 

the World Bank’s FinHealth: PFM in in Health Toolkit. This toolkit provides a systematic approach 

to identifying PFM constraints to delivering high-performing health services. Building on research 

demonstrating a link between improved health sector performance and strong PFM systems, the 

FinHealth toolkit utilizes a bottom-up approach by identifying PFM constraints at the service delivery 

level and translating findings into sector-level recommendations. 

This approach combines data from a review of key documents and key informant interviews to validate 

review findings and define feasible recommendations. In this application of FinHealth in Armenia, a desk 

review of relevant policy documents and statistics were accompanied by interviews with eight facility 

directors of across four regions, including the capital city Yerevan. Eight additional interviews were 

conducted with regional health authorities and representatives of the ministries of health and finance.

Data collection and analysis using the FinHealth tool were organized by 24 PFM functions of budget 

formulation, execution, and evaluation (Figure 3).

FIGURE 3 • Applying the World Bank: FinHealth PFM Toolkit to Armenia
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FINDINGS

Five categories of binding PFM constraints were identified, organized by health service delivery goals, 

and are shown in the fishbone diagram (Figure 4).

FIGURE 4 • Binding constraints to health service delivery 

PFM UNLINKED TO SERVICE 
DELIVERY GOALS

Lack of health-system 
level framework linking 
goals, governance, and 
policy levers including PFM

Lack of approved
strategy for 
health sector   

Limited involvement of
regional authorities and
facilities in budget 
preparation   

Inequitable distribution 
of health workers 

Underfunded budget 
programs  

INEFFICIENCIES IN 
HEALTHCARE

Small-scale 
procurement

Budget program 
fragmentation

LIMITED FACILITY 
ACCOUNTABILITY

Weaknesses in internal 
and external audit

Lack of consolidated
facility-level financial

information or fixed
asset registries

High out-of-pocket 
expenditure

Benefit 
package cost 
not fully 
covered

Low facility 
capacity for
financial 
management   

Low health sector
prioritization in
state budget     

Lower compensation,
lack of bonuses, no

targeted financial
incentives for the regions

Lack of flexibility 
for budget 
reallocation

Fund fragmentation
due to out-of-pocket 
payments  

Excessive
administrative
procedures  

Underfunding of the 
benefits package

Undersupply of skilled 
health workers  

Inadequate health 
worker remuneration  

Lack of local needs
reflected in planning 

Gaps in human resources
for health regulation

Lack of 
national 

standards for 
performance 

and promotions

Limited 
quality

 monitoring

Limited 
payment 
incentive 
for quality

Inadequate 
continuing 
education

Inadequate investment in
equipment, drugs and supplies   

Procurement
challenges 

Lack of equipment,
drugs, and supplies  

Low facility 
capacity to 
develop
technical 
specifications   

Low facility 
allocations for 
equipment 
purchases  

Limited donor
funding 

Limited role 
of program 
managers

Limited bulk procurement
capacity or small facilities

Limited pre-paid 
and pooled 
health 
financing

Lack of approved
guidelines for

clinical care

Limited state
budget allocations  

Limited supply of 
professional capacity  

Unclear external
audit mechanisms 

INEQUITABLE ACCESS TO CARE GAPS IN QUALITY OF CARE
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 J Armenia lacks a comprehensive health sector strategy that links health system goals, governance, 

and policy levers, including PFM, in an approved legal document.

 J Underfunded budget programs, the inequitable distribution of health workers, and the limited 

involvement of regional authorities in planning negatively affect equitable access to care.

 J Budget program fragmentation, small-scale procurement, and underfunding of the benefits 

package by the state budget make it difficult to provide health care efficiently. 

 J The undersupply of skilled health workers in the regions, gaps in human resource 

for health regulation, inadequate capital investment funding, and procurement challenges 

negatively affect the quality of services.

 J The lack of consolidated financial information and fixed asset registries and weaknesses 

in internal and external audit limit the accountability of facility managers. 
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RECOMMENDATIONS
While PFM is relevant to all areas of governance, this FinHealth assessment focuses on the PFM touch 

points with the health sector. This report takes a holistic perspective to address issues of health service 

delivery and identifies reforms in the short- and medium-term that the Ministry of Health can advocate for 

or lead, in partnership with the Ministry of Finance, to address the binding PFM constraints to improving 

health system performance.

1. A comprehensive and costed national health reform strategy is needed to improve planning of the 

health sector.

2. Increased involvement of regional health authorities and facilities is needed to better reflect local 

needs in the health sector budget. 

3. The shortage of skilled health workers in regional facilities should be addressed through targeted 

budget programs and revised standards for health worker regulation and remuneration. 

4. Pooled procurement can reduce costs and improve efficiency if commonly used items are procured 

under the Ministry of Health umbrella, and local capacity to develop technical procurement 

specifications is strengthened.

5. Management of public investments should be improved by establishing transparent criteria for the 

selection of projects for public investments in the health sector. 

6. Financial reporting mechanisms, which permit budget evaluation, should be strengthened through 

additional regulations and mechanisms to enable to Ministry of Health access to the full body of 

financial information from public and private facilities. 

7. Internal audit arrangements should be strengthened through capacity building in the short term. 

In the medium term, health sector-related requirements for the mandatory annual audit of specific 

health facilities should be elaborated, contingent on new accounting and audit legislation, and 

implementation of oversight mechanisms for the quality of external audits. 

As Armenia considers health policies for universal health coverage, PFM reforms are needed to improve 

equitable access to quality health care, while ensuring efficiency and accountability. Read the full report in 

English and Armenian.
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