Federal funding of health policy in Brazil: trends

and challenges

O financiamento federal da politica de saude no
Brasil: tendéncias e desafios

Financiamiento federal de la politica de salud en
Brasil: tendencias y desafios

1 Escola Nacional de Satide
Priiblica Sergio Arouca,
Fundagao Oswaldo Cruz, Rio
de Janeiro, Brasil.

Correspondence

C. V. Machado
Departamento de
Administragdo e
Planejamento em Satide,
Escola Nacional de Satide
Piiblica Sergio Arouca,
Fundagao Oswaldo Cruz.
Rua Leopoldo Bulhoes 1480,
Rio de Janeiro,

RJ 21041-210, Brasil.
cristiani@ensp.fiocruz.br

Abstract

The article analyzes Federal funding of health
policy in Brazil in the 2000s, focusing on the
Ministry of Health’s budget implementation.
Federal spending on health was less unstable
between 2000 and 2002 and has expanded since
2006. However, it fluctuated as a share of both
the Gross Domestic Product and Gross National
Revenue. Federal intergovernmental transfers
increased, exceeding 70% in 2007. Meanwhile,
the proportion of Federal investments remained
low, varying from 3.4% to 6.3%. The highest ab-
solute amount of spending was on specialized
outpatient and hospital care. The decade showed
a proportionally greater increase in spending on
pharmaceutical care. The growing allocation of
Federal funds to States in the North and North-
east, especially for primary care and epidemio-
logical surveillance, failed to offset the sharp re-
gional inequalities in per capita Federal spend-
ing. The main characteristics of health funding
limit Federal health policy governance and pose
several challenges for the Brazilian Unified Na-
tional Health System.
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Resumo

O artigo analisa as mudangas na participagdo
federal no financiamento da satide nos anos
2000, enfocando a execug¢do or¢amentdria do
Ministério da Satide do Brasil. Observou-se me-
nor instabilidade de 2000 a 2002 e, a partir de
2006, maior crescimento do gasto federal em
satide. Entretanto, o gasto oscilou como pro-
porgéo do Produto Interno Bruto e das Receitas
Correntes Brutas da Unido. A participagdo das
transferéncias intergovernamentais aumentou,
ultrapassando 70% em 2007. Jd a propor¢do
dos investimentos foi baixa, variando de 3,4%
a 6,3%, entre 2002 e 2011. O maior volume de
gastos correspondeu ao programa de assistén-
cia hospitalar e ambulatorial especializada e
o maior aumento relativo, a assisténcia farma-
céutica e insumos estratégicos. Identificaram-se
esforgos quanto a desconcentragdo de recursos
para regibes mais carentes — por meio dos pro-
gramas de atengdo bdsica e vigildncia — que néo
foram suficientes para superar as desigualdades
regionais existentes. As caracteristicas do finan-
ciamento da politica de saiide limitam a gover-
nabilidade federal e colocam desafios ao SUS.

Financiamento da Assisténcia a Satide; Politica
de Satide; Governo Federal
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Introduction

The increase in national states’ responsibilities
in the social area was an important phenome-
non in the 20th century, related to transforma-
tions in world capitalism and the expansion of
social rights 1. The state played a growing role in
financing by collecting taxes and implementing
the public budget, thereby contributing to the
“de-commodification” of access to actions and
services covered by social policies, with differ-
ences between countries 2.

Health and social security are the social pol-
icy areas that traditionally mobilize the most re-
sources. It was no coincidence that they were the
most heavily strained by reforms in social protec-
tion systems in the advanced 3 and Latin-Ameri-
can countries 4, respectively, since the 1970s and
1980s.

Brazil’s 1988 Constitution provided advanced
guidelines for social protection (including the
areas of social security/retirement pensions,
health, and social assistance) and established
the Brazilian Unified National Health System
(SUS), which is public and has universal cover-
age. However, in subsequent years the imple-
mentation of Constitutional guidelines on social
protection and health was hindered by a series
of historical, structural, and contextual obsta-
cles, including difficulties in financing social
policies 5.

Numerous studies have explored the limits
and impasses of health financing in the context
of implementing the SUS in the 1990s, related
to restrictions on the financing of social policies,
fluctuations in funding sources, weak investment
policy, instability in the provision of funds from
the Brazillian Ministry of Health, and financial
disparities between States and municipalities,
among other factors 67,8,9,10,

Brazil shows low per capita public expendi-
ture in health and low governamental expendi-
ture on health (as a proportion of total govern-
mental expenditure), even compared to some
other Latin American countries such as Argen-
tina and Chile 11. The large relative weight of
private health expenditure in the country (es-
timated at 56.4% of total spending in 2009) is
hardly consistent with the public and universal
model proposed by the SUS. This reflects struc-
tural problems in public-private relations and re-
veals the perverse side of health sector financing,
as expressed by tax subsides for private health
expenditures, government spending on private
health plans for public employees, and out-of-
pocket health spending by the poorest families 12,
all leading to the unequal use of health services
based on income profiles 13.
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The 1988 Constitution provides that the three
levels of government (Federal, State, and Mu-
nicipal) have the responsibility to participate in
health financing. Importantly, the relative weight
of the Federal government in public spending
in health decreased from more than 70% in the
early 1990s to 44.7% in 2010 14 due to increased
participation by the other two levels, especially
the Municipalities in the 1990s and more recently
the States 14,15, The decrease in the Federal gov-
ernment’s relative share of health sector financ-
ing is partially explained by the decentralization
process and the establishment of stricter rules for
earmarking budget funds for health at the subna-
tional levels since 2000.

Meanwhile, this raises two major concerns
involving the Brazilian Ministry of Health’s role
in health sector financing. First, the Brazilian
Federal system is historically marked by the
importance of the National Executive Branch,
which persisted even in the post-1988-Consti-
tutional context of decentralization of public
policies 16,17. Second, there are huge economic,
social, and health-related heterogeneities in
Brazil, heavily expressed in health. Health sys-
tem decentralization differed greatly among the
States and Municipalities in terms of institutional
and financial capacities and dependence on Fed-
eral transfers 9,18,19,20,

In this context, Federal government needs to
play a redistributive role and develop policies
focused on reducing inequalities. Comparative
studies show that maintenance of citizens’ rights
at the national level is a characteristic function
of central governments in various Federal sys-
tems that have undergone important decentral-
ization in public expenditure in health in recent
decades 21,22,23,

Considering the Federal government’s stra-
tegic responsibility in the implementation of a
universal and public health system in Brazil, the
study sought to investigate the recent changes
in the Federal government’s participations in
financing the SUS, focusing on an analysis of
the characteristics of the Brazilian Ministry of
Health’s budget outlay in the 2000s. The final sec-
tion discusses several conditioning factors and
challenges related to the Federal government’s
role in health financing, based on the study’s re-
sults and the existing literature.

Methods

The study focused on Federal expenditures by
the Brazilian Ministry of Health, which in 2009
represented some 46% of public spending and
20% of total health spending in Brazil, consid-



ering estimated shares for the three levels of
government according to other authors 14 and
information on the public-private proportions
of spending for that year provided by the World
Health Organization 11.

The data analyzed here were obtained from
national databases or furnished directly by the
Brazilian Ministry of Health, and refer mainly to
the 2000s, given the study’s focus and limits in
data availability and comparability, as explained
below.

Analysis of Federal financing included the
following lines: (a) trends in the amount of Feder-
al health funds; (b) Federal health spending as a
proportion of the Gross Domestic Product (GDP)
and Gross National Revenue (GNR); (c) form
of expenditure of funds by the Ministry (inter-
governmental transfers or direct outlay); and (d)
destination of the funds by groups of expenses,
programs, and States.

Data on Federal budget spending for 1995 to
2001 were obtained directly from the Executive
Secretariat of the Brazilian Ministry of Health.
For the years 2002 to 2011, data were obtained
from the Information System on Plans and Pub-
lic Budget (SIGA), available on the Brazilian
Senate’s website (http://www9.senado.gov.br/
portal/page/portal/orcamento_senado/SigaBra-
sil). Meanwhile, the data on the Federal share of
total public spending were calculated using data
from the SIGA database (Federal expenditures)
and the Information System on Public Budgets
in Health — SIOPS (expenditures by States and
Municipalities, http://siops.datasus.gov.br).

The study only analyzed the budget outlay
on health actions and services. Thus, payments
for public employees retirements, pensions, debt
service, and other types of expenditures listed
on the health budget in specific years (the fund
to fight poverty and conditional cash transfers)
were not included. The study used the funds ear-
marked for each year, which were mostly close to
the amounts actually spent. To analyze annual
trends, funds were adjusted for inflation accord-
ing to the Expanded National Consumer Price In-
dex (CPI) of the Brazilian Institute of Geography
and Statistics (IBGE).

As for expenditures on health programs, the
study only included data obtained in SIGA for
the period from 2004 to 2011. It did not include
data for the previous years because of the article’s
focus on the 2000s, limited availability (SIGA only
presents data beginning in 2002), or compara-
bility issues. The latter related to changes in the
grouping of budget programs in 2004, resulting
from changes in the Brazilian Ministry of Health’s
administrative structure in the previous year and
the beginning of the Pluri-Annual Planning cy-
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cle (PPA) from 2004 to 2007. Data from 2008 to
2011 required adjustments, due to changes in the
nomenclature and grouping of programs in the
2008-2011 PPA cycle.

Analysis by States of the country included the
portion of the budget that was subject to regional
appropriation, which in 2002-2011 corresponded
to some 63% to 70% of the Brazilian Ministry of
Health’s budget. This portion includes costing or
investment expenditures for which the destina-
tion to regions or States is known, such as trans-
fers to other levels of government, direct pay-
ments to providers, agreements, or Congressio-
nal amendments. In general, it does not include
expenditures on central administration of Feder-
al agencies or programs, payroll, expenditures for
public employees retirements or pensions, debt
payments, or other special operations.

The maps in Figure 4 were built with MapInfo
(MapInfo Corp., New York, USA), based on classi-
fication in quartiles for the variables “percentage
variation in Federal spending from 2002 to 20117,
“per capita Federal health spending in 2011”, and
“Federal percentage share of public expenditure
on health in 2011”.

Results

Analysis of the Brazilian Ministry of Health’s bud-
get outlay on health actions and services from
1995 to 2011 (as measured by amounts of funds)
shows fluctuations, particularly in the latter half
of the 1990s (Figure 1). From 1999 to 2002, the
amount of Federal health funds increased slight-
ly, with relative stability, which could be related
to political struggles and the approval of Consti-
tutional Amendment 29 in the year 2000.

The early Lula Administration (2003 to 2005),
in a context of economic constraints, witnessed
new fluctuations. Beginning in 2006, there was
a steady upward trend in the amount of Fed-
eral spending on health actions and services.
Even the vote by the National Senate in 2007 not
to extend the CPMF (a bank transaction tax in
force since 1996 and an important source of tax
revenue for the health sector) did not jeopardize
the increase in Brazilian Ministry of Health bud-
getary funds.

This upward trend in the Brazilian Ministry
of Health’s budget in the latter half of the 2000s
was due partly to the country’s overall economic
growth and the kind of earmarking provided by
Constitutional Amendment 29 for Federal expen-
ditures. The prevailing rule for setting the Fed-
eral health budget each year considers the out-
lay from the previous year and the variation in
the GDP.
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Figure 1

Figure 1 thus shows Federal health expendi-
tures as a proportion of GDP and GNR, in order to
illustrate the degrees of “macroeconomic prior-
ity” and “fiscal priority” 24, assigned to health by
the Federal government.

From 1995 to 2011, despite the increase in
the Brazilian Ministry of Health’s budget in ab-
solute terms, Federal health expenditures as a
share of GDP fluctuated, generally between 1.60
and 1.75%, with the lowest level in 1996 (1.47%)
and the highest in 2009 (1.80%). Meanwhile, the
health sector’s share of the Federal government’s
current revenue fluctuated even more drastically
during the same period, dropping from 9.64% in
1995 to 7.02% in 2011. As shown in Figure 1, in
the late 1990s and in the 2000s, Federal spending
on health failed to proportionally accompany the
growth in national tax revenue.

As for the outlay of Brazilian Ministry of
Health budget, Figure 2 shows that the first de-
cade of the 21st century witnessed a growth in
Federal transfers from the National Fund to the
State and Municipal health funds (“fund-to-fund
transfers”). There was a steady increase in the
total amount of Federal funds transferred to the
subnational levels, exceeding 40 billion BR$ (ap-
proximately U$20 billion) in 2010. In addition,

the share of transfers in the Ministry’s outlay
on health actions and services increased from
51.0% in 2002 to 70.2% in 2010. In the last year
in the series, the share dropped to 68.9%, possi-
bly because the amount of transfers failed to ac-
company the total budget growth. At the end of
the period, the share of the budget spent directly
by the Ministry was limited mainly to expendi-
tures on payroll, administration of national pro-
grams, and costs of the Ministry’s own agencies
and services.

The proportion of transfers exceeded 70% in
2007, after publication of the Pact for Health and
the creation of large financing blocks that com-
bine various mechanisms for Federal transfers
through the SUS. The modality of direct Federal
payment to outpatient and hospital providers
practically ceased to exist. Beginning in 2009,
even Federal investment funds, previously spent
through agreements with States, Municipali-
ties, or providers, were now transferred partially
through a specific block of transfers.

This does not mean that States and Munici-
palities have wide autonomy to spend the trans-
ferred funds. Transfers to specific national pro-
grams are still subject to conditions and binding
clauses as forms of Federal induction and regula-

Trend in budgetary outlays by the Brazilian Ministry of Health on health actions and services, in actual values, as a proportion of Gross Domestic Product (GDP)
and Gross National Revenue (GNR). Brazil, 1995-2011.
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and Statistics.
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Figure 2
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Trend in the amount and share of Federal transfers in the Brazilian Ministry of Health budgetary outlays on health actions and services. Brazil, 1995-2011.
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Note: Earmarked funds, adjusted to December 2011 values by the Expanded National Consumer Price Index (IPCA) of the Brazilian Institute of Geography

and Statistics (IBGE).

tion of subnational levels. Given the persistently
relevant weight of Federal funds and the Brazil-
ian Ministry’s influence on their use, it is impor-
tant to analyze the distribution of these funds,
considering the groups of expenses, health pro-
grams, and territorial distribution.

As for groups of expenses, investments rep-
resent a persistently low share of the Brazilian
Ministry of Health’s budget, ranging from 3.4%
to 6.3% of the earmarked budget for health ac-
tions and services in 2002-2011. Considering
the amounts actually paid out, these percent-
ages were even lower (from 0.5% to 2.1%). Invest-
ments are generally the most heavily jeopardized
group in health budget spending, with the lowest
ratios between earmarked amounts and outlays.

Figure 3 shows the distribution of the Min-
istry’s spending on health programs. For most
years between 2004 and 2011, five programs ac-
counted for more than 90% of Federal spending
on health actions and services: specialized out-
patient and hospital care (ranging from 47.7 to
50.7%); primary care (14.3 to 17.7%); administra-
tive support/payroll (10.4 to 13.1%); pharmaceu-
tical care and strategic inputs (5.6 to 9.5%); and
epidemiological surveillance (4.8 to 8.5%).

The programs with the largest relative in-
crease in spending during the study period were
pharmaceutical care and strategic inputs (up
151.5%) and primary care (up 93.1%). The first
of these featured the creation of a specific sec-
retariat in Brazilian Ministry of Health and the
expansion of various activities in pharmaceutical
care, both in existing areas (e.g., special medica-
tion, essential drug list) and those related to new
government priorities (e.g., the so-called Popu-
lar Pharmacy program). As for primary care, the
largest relative increase involved the continued
expansion of the Family Health Strategy.

The rate of increase in spending on outpa-
tient and hospital care was similar to that of the
overall budget, although the absolute growth
was important given this program’s weight in the
budget.

Meanwhile, spending on epidemiological
surveillance increased little during the period,
despite the creation of the Health Surveillance
Secretariat in 2003, which raised expectations for
expanding and strengthening activities in this ar-
ea. The creation of a new secretariat focusing on
Work Management and Health Education also fa-
vored greater budget programming for this field.

Cad. Saude Publica, Rio de Janeiro, 30(1):187-200, jan, 2014
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Figure 3

Trend in the share of principal programs in the Brazilian Ministry of Health’s budgetary outlays on health actions and services. Brazil, 2004-2011.
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However, from 2004 to 2011 there were difficul-
ties and fluctuations in spending by the two main
component programs (work management and
health education, which Figure 3 groups under
“other programs”), which in the latter case may
be partially related to policy changes that altered
the rules for spending the funds.

A final approach in the analysis of health fi-
nancing relates to the distribution of Federal
funds among the States, considering the portion
of the health budget subject to regional appro-
priation. Figure 4 shows the Federal budget out-
lay by States and the Federal District, consider-
ing three indicators: variation in Federal spend-
ing from 2002 to 2011; per capita Federal health
spending in 2011, and Federal share of public
health spending in 2011. While the first indicator
illustrates the Federal role in the redistribution
of funds, the second shows the real situation of
inequalities between States in relation to Federal
expenditures and the third expresses the differ-
ences in the Federal participation on public ex-
pendutures on health between the States.

With few exceptions from 2002 to 2011, the
increase in the Brazilian Ministry of Health’s bud-
get outlay was generally larger in the States of the
North and Northeast, while most States of the
Southeast and South showed smaller increases
(Figure 4a). This suggests an effort to earmark
Federal funds for historically underprivileged
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regions, which may be partially related to the
increase in the supply of health actions and ser-
vices and greater adherence to Federal programs
by some States in these regions. However, the
analysis in terms of per capita Federal funds (Fig-
ure 4b) shows that in 2011 there were persistent
inequalities in the allocation of Federal health
expenditures to the States, and most States in the
North of Brazil received fewer Federal funds that
the others.

As for the Federal share of public health
spending, there was a decrease from 2002 to
2011 in all the States except Amapd and Amazo-
nas. Even so, Figure 4c illustrates the diversity in
the weight of Federal spending in the different
Statesin 2011, varying from 21.0% (Acre) to 47.9%
(Piaui). In no State was the Ministry of Health’s
share in health sector financing greater than 50%;
in seven States, the share was less than 30%.

Table 1 aims to help explain Federal health
financing in Brazil in 2011 by showing State-by-
State per capita Federal spending on the four
main budget programs: primary care, specialized
outpatient and hospital care, pharmaceutical
care and strategic inputs, and epidemiological
surveillance.

In all States and the Federal District, the pro-
gram with the highest per capita Federal expen-
diture is specialized outpatient and hospital care,
followed by primary care. For the other two pro-



Figure 4

FEDERAL FINANCING OF HEALTH POLICY

Brazilian Ministry of Health budgetary outlays in the States and Federal District: variation in Federal spending from 2002 to
2011 (%), per capita Federal health spending in 2011 (BRL) and Federal share of public expenditures on health in 2011 (%).

4a) Variation (%) of Federal spending from 2002 to 2011

Variation (%)

[[] <5663

[] 56.63-65.72

B ¢5.73-86.00

B 5600

(continues)

grams, per capita Federal spending on epidemio-
logical surveillance exceeds that of pharmaceuti-
cal care in all States of the North plus Maranhao.
In all other States of Brazil, spending on pharma-
ceutical care and strategic inputs exceeds that of
epidemiological surveillance. Importantly, a rel-
evant share of the Federal funds for pharmaceu-
tical care and epidemiological surveillance are
still spent nationwide by the Brazilian Ministry of
Health itself, while the other two programs mo-
bilize larger amounts of funds, which are spent
predominantly through decentralization.

The comparison between States shows that
the Federal redistributive effort is more striking
in primary care and epidemiological surveil-

lance. In primary care, the highest per capita
Federal expenditures were in the States of the
Northeast, which is also influenced by the fact
that the States and municipalities in that region
of Brazil participated more in national programs
such as Family Health. In epidemiological sur-
veillance, the highest expenditures were in the
States of the North and some in the Northeast
(Maranhao) and Central West (Mato Grosso and
Mato Grosso do Sul), influenced in part by their
epidemiological profile and by the importance
of Federal activities involving diseases under
surveillance in these States.

Finally, per capita Federal spending on spe-
cialized outpatient and hospital care and phar-
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Figure 4 (continued)

4b) Per capita Federal health spending (BRL) in 2011

BRL per capita

[[] <236.13

[] 236.13-258.22

B 258.23-283.77

B >28377

(continues)

maceutical care and strategic inputs was highest
in the South and Southeast regions, followed by
the Central West, with lower expenditures in the
Northeast and North, thus reflecting inequali-
ties in the supply and utilization of healthcare
services in the country.

Discussion

Previous studies have shown that fluctuations
in Federal financing in the late 1990s were influ-
enced by restrictive economic policies for public
spending and lack of definition of stable sources
of health financing 8. It has already been shown
that the approval of the CPMF bank transaction
tax in 1996 was not sufficient to guarantee a ma-
jor increase in Federal funds in real terms, but it
did apparently guarantee a certain degree of sta-

Cad. Saude Publica, Rio de Janeiro, 30(1):187-200, jan, 2014

bility in Federal financing in subsequent years 14.
The lack of a more significant increase in the
volume of Federal funds following the approv-
al of the CPMF tax was due to shifts in revenue
sources. Conflicts persisted over application of
the CPMF tax even after approval of Constitu-
tional Amendment 29 in 2000 [which obligated
minimum spending on health at the Federal,
State, and Municipal levels] 8. In reality, in terms
of the Federal government’s funding obligation,
tied to variation in the GDP, the amendment’s
formula apparently failed to favor an increase in
Federal funds at that time 6,7, perhaps because
the amendment’s main objective was to expand
State expenditures.

This study corroborated previous research
on the first decade of the 21st century, showing
a period of lower instability in health financing
from 2000 to 2002, possibly favored by previous



Figure 4 (continued)

FEDERAL FINANCING OF HEALTH POLICY

4c) Federal share (%) of public expenditures on health in 2011

Federal share (%)
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Source: Brazilian Ministry of Health budgetary outlays - SIGA Brasil, State and Municipal expenditures (used to calculate

Federal share of total public spending) — SIOPS (Information System on Public Health Budgets), Brazilian population: Brazilian

Institute of Geography and Statistics (IBGE). Figure prepared by the authors.

Note: (a) Earmarked resources, considering only expenditures subject to appropriation by the States, Federal District, and

Municipalities. (b) variation calculated according to funds adjusted to December 2011 values by the Expanded National

Consumer Price Index (IPCA) of the IBGE.

advances, the approval of Constitutional Amend-
ment 29 in 2000, and the Health Minister’s po-
litical weight in the Federal government. How-
ever, Brazil did not experience a more important
increase in Federal health spending until 2006,
initially due to resumption of the country’s eco-
nomic growth.

According to estimates by the Institute of Ap-
plied Economic Research (IPEA) 24, during most
of the period analyzed here, Federal spending on
health showed a cyclical pattern, fluctuating ac-

cording to the acceleration or deceleration of the
economy, as measured by GDP. In 2009, health
spending showed countercyclical behavior, i.e.,
despite the drop in GDP resulting from the in-
ternational economic crisis, the Brazilian Min-
istry of Health’s budget outlay grew in absolute
terms and as a proportion of the GDP. This was
also true for social spending as a whole, support-
ing the Federal government’s argument in favor
of adopting countercyclical policies to withstand
the international financial crisis 24.
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Table 1

Per capita Federal spending (in BRL) on the principal budget programs according to regions of Brazil, States, and Federal District, 2011.

Region/State

Primary care Specialized outpatient

and hospital care

Pharmaceutical care and Epidemiological

strategic inputs surveillance

North
Acre
Amapa
Amazonas
Para
Rondénia
Roraima
Tocantins

Northeast
Alagoas
Bahia
Ceard
Maranhao
Paraiba
Pernambuco

Piauf

Rio Grande do Norte

Sergipe
Central West

Federal District

Goias

Mato Grosso

Mato Grosso do Sul

Southeast

Espirito Santo

Minas Gerais

Rio de Janeiro

S&o Paulo
South

Parana

Rio Grande do Sul
Santa Catarina

Centralized spending

Total

68.2 133.2
77.3 173.8
74.7 126.1
66.7 134.2
61.0 115.2
68.1 142.2
71.7 171.1
102.1 181.9
81.2 164.0
79.6 174.9
74.0 168.5
72.9 154.9
92.3 131.1
102.6 162.4
73.9 180.1
102.5 162.5
87.8 171.4
81.2 183.2
56.7 164.7
27.6 183.6
58.4 151.5
71.9 146.8
64.1 199.1
45.8 188.7
59.6 162.5
65.8 169.5
40.8 245.2
37.0 178.1
53.5 211.6
57.8 192.7
443 259.5
62.1 161.5
7.5 10.9
66.9 189.6

7.3 11.5
6.8 13.0
7.1 14.3
6.9 14.3
7.1 9.9
8.8 10.4
9.3 16.7
7.4 10.3
9.5 6.9
9.4 7.1
7.6 6.2
15.6 6.9
6.7 8.8
8.9 6.2
7.9 7.1
8.8 6.5
10.8 6.6
13.3 6.7
10.4 7.6
13.6 5.6
9.0 6.9
10.8 8.9
9.9 9.6
12.3 5.6
14.3 7.4
9.7 6.4
8.3 7.4
14.9 4.4
11.3 5.1
121 5.2
9.9 5.0
12.5 4.9
23.1 11.6
33.9 18.9

Source: Federal budget spending (earmarked funds) — SIGA Brasil. Population — Brazilian Institute of Geography and Statistics (IBGE). Table prepared by

the authors.

The analysis of Federal spending on health
as a proportion of GNR showed that health failed
to accompany the increase in tax revenue, which
indicates low fiscal priority for the health sector.
Difficulties in defining stable funding sources for
health persisted through the first decade of the
21st century, and it was no coincidence that the
political struggle shifted to the regulation of Con-
stitutional provisions on Federal funds for health.
There was an ongoing struggle to link health ex-
penditures to national revenue (rather than to
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the GDP), with successive defeats in both the po-
litical and legal arenas.

The study allowed identifying efforts at de-
centralization of Federal health expenditures
to poorer regions of the country, through trans-
fers or direct budgetary outlays, associated with
specific policies (mainly primary care and epi-
demiological surveillance). However, such gains
should be analyzed with caution: as shown in the
literature, discussion of the Federal government’s
redistributive role and equity in health financing



requires examining other issues. These include
the distribution of Federal funds as a whole and
variations in health needs 25; the effects of fis-
cal federalism, rules for binding health sector
resources, and the internal diversity of regions,
States, metropolitan areas, and Municipalities
19,26; public-private relations in health financ-
ing 27; degrees of progressiveness in taxes that
finance health 28; and distribution of resources
between social groups 29. In addition, the low lev-
els of Federal investments pose a serious limita-
tion for reducing health inequalities (one of the
main purposes of Federal action), given the het-
erogeneity of health services supply and access in
Brazilian territory.

As for conditioning factors, Federal financ-
ing of health in the 2000s reflects the influence
of structural variables (the weight of the National
Executive in the Brazilian state apparatus 16,17,
historical difficulties in health financing 30,31)
and institutional variables (health policy history
and post-1988 Constitutional and legal rules on
the roles of the three levels of government). Such
Federal financing also reflects changes imple-
mented since the 1990s, related to decentraliza-
tion and the configuration of a model for Federal
intervention heavily based on standardization
linked to financial mechanisms 32.

The study also identifies influences from the
political context on health sector financing. One
cannot claim that the health sector as awhole was
a high priority during the Lula Administration 33.
Several difficulties were related to the Senate’s
vote not to extend the CPMF (bank transaction
tax) in late 2007, precisely when the government
launched a new plan for strategic reorientation
of the sector, called More Health 34. In addition,
the approval of Law 141 on January 13, 2012 35,
frustrated expectations for greater expansion
of Federal health funds, maintaining the same
criteria for binding Federal funds as provided by
Constitutional Amendment 29 of 2000.

On the other hand, the country’s political
scenario favored changes in the relations be-
tween the three levels of government, which
contributed to an increase in transfers to States
and Municipalities in the Brazilian Ministry of
Health's budget. It also fostered the expansion of
programs in areas defined as strategic (such as
inputs and human resources), with fast growth in
funds for the former and difficulties with budget
outlay in the latter, related to changes in health
education policies 33.

Another issue relates to the Brazilian Min-
istry of Health’s governance in national health
policy, given this financing context. On the one
hand, the Brazilian Ministry of Health is still
recognized as the legitimate national health
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authority. This can be explained in part by the
historical weight of the National Executive
Branch in Brazil. In addition, despite political
and administrative decentralization, the Min-
istry still retains important regulatory power in
national policy, associated with Federal norms
attached to financial incentives targeting States
and Municipalities.

On the other hand, the weakening of factors
such as the Federal financial burden may jeop-
ardize the maintenance of national health stan-
dards 21. In addition, the transition from a situ-
ation of centralized spending of Federal funds
to decentralized management (already present
in the 1990s), conditioned by the types and pace
of health decentralization models 3637, assumed
new forms in the early 21st century. It is now pos-
sible to identify stronger demands by States and
Municipalities to reduce the binding of Federal
funds to specific programs, with an aim towards
expanding local autonomy in the use of such
funds.

Importantly, negotiations between the Fed-
eral, State, and Municipal levels gained strength
in the last decade, aimed at tripartite coordina-
tion of health policy in the country’s federative
system. In other words, even with the prospects
for weakening of the power of Federal induction
through financing, it is possible to identify initia-
tives aimed at changing the Ministry’s interven-
tion model, to resume national planning and to
strengthen regulation through mechanisms such
as negotiation and establishment of formal fed-
erative agreements 38.

However, if the characteristics of Brazil’s
health financing are not changed in the coming
years (including the large weight of private ex-
penditures, the drop in the Federal share of pub-
lic and total expenditure, instability of funding
sources, and the dependency of Federal spend-
ing on overall economic growth), the Brazilian
Ministry of Health’s policy governance may be
restricted and the Federal role in reducing in-
equalities may shrink even further.

In short, the Brazilian Ministry of Health’s role
in health financing in the last decade has been
strained by various factors, including: instability
in funding sources; fluctuations in health spend-
ing as a proportion of GDP; reduction in the Fed-
eral share of total health spending due to the in-
crease in the relative share of States and Munici-
palities in public spending and the persistence
of high private expenditures; limited and erratic
Federal investments; a progressive increase in
direct Federal transfers to other levels of govern-
ment, while reducing the Ministry’s power over
application of the resources. This set of factors
limits Federal redistributive capacity.
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Strategic challenges thus remain in health fi-
nancing: to consolidate stable sources of funds
for the health sector; to restrict direct and indi-
rect subsidies to the private sector; to expand the
public share of health sector financing and the

Resumen

Analizamos los cambios de la participacion federal en
el financiamiento de la salud, durante los afios 2000,
centrdndonos en la ejecucion presupuestaria del Mi-
nisterio de Salud de Brasil. El estudio registré menor
inestabilidad de 2000 a 2002, con mayor crecimiento
del gasto federal desde 2006. Sin embargo, el gasto os-
cilé como proporcion del PBI y de la recaudacion bruta
federal. La participacion presupuestaria de las trans-
ferencias intergubernamentales aumenté a un 70% en
2007. En lo referente a las inversiones la proporcion fue
mds baja, variando de un 3,4% a un 6,3% entre 2002
y 2011. El mayor volumen de gastos correspondio al
programa de asistencia hospitalaria y ambulatoria
especializada y al aumento relativo a la asistencia far-
macéutica e insumos estratégicos. Existen esfuerzos de
desconcentracion de recursos hacia regiones con falta
de recursos -mediante programas de atencion bdsica
y vigilancia- insuficientes para superar desigualdades
regionales. Las caracteristicas del financiamiento de la
politica de salud limitan la gobernabilidad federal y re-
presentan un desafio para el Sistema Unico de Salud.

Financiacion de la Atencion de la Salud; Politica de
Salud; Gobierno Federal
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Federal share of public spending; and to direct
Federal resources to strategic areas and to reduce
inequalities, aiming at improving health condi-
tions for the Brazilian population as a whole.
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