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Fiscal policy for better health outcomes in the Pacific
Achieving better health outcomes remains a major policy 
priority for Pacific island developing economies. In addition 
to hampering social development, poor health outcomes 
also undermine economic development through, among 
other channels, output loss due to illness and death, and 
forgone income for family members taking care of patients. 
In the context of Pacific island developing economies, 
healthy workers are especially needed to boost the currently 
low level of labour productivity. Several Pacific economies 
had not fully achieved the Millennium Development Goals 
on health issues, especially those relating to maternal 
health, HIV/AIDS, malaria and tuberculosis. Meeting the 
Sustainable Development Goals on health issues, which 
is arguably a more complex endeavour, would be even 
more challenging for these economies. 

The focus here is the use of fiscal policy tools to 
improve health outcomes in Pacific island developing 
economies, particularly to address the prevalence of 
non-communicable diseases (NCDs) in most subregional 
economies. Examples of NCDs include cardiovascular 
diseases, diabetes, cancer and chronic respiratory 
diseases. Through both revenue and expenditure tools, 
fiscal policy has great potential to deal with NCDs as 
those tools incentivize changes in behavioural factors that 
drive such diseases. In the context of highly constrained 
budgets, fiscal policy measures are especially important 
in the context of the Pacific. Moreover, national budgets 
of Pacific island developing economies are often 
subject to volatility stemming from a narrow revenue 
base, dependency on foreign aid and recurring external 
shocks, such as natural disasters. Better design and 
implementation of fiscal policy can help improve health 
outcomes while ensuring fiscal sustainability. 

Behavioural risks are driving prevalent non-
communicable diseases in the Pacific 

Pacific island developing economies are facing 
considerable pressure in coping with non-communicable 
diseases. For example, Cook Islands, Marshall Islands, 
Nauru and Palau are among the world’s top 10 diabetes-
prevalent countries.1 In most subregional economies, the 
proportion of deaths due to such diseases is higher than 
that in other economies. For example, non-communicable 
diseases account for up to 80 per cent of deaths in Fiji and 
74 per cent in Tonga and Tuvalu compared with the global 
average of 68 per cent (see figure 1). 
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Behavioural risk factors, such as unhealthy diet, tobacco 
use and physical inactivity, are responsible for most of 
deaths related to non-communicable diseases in the 
subregion. Examples of dietary risk include high intake of 
sweetened beverages, trans-fats and sodium (salt), all of 
which contribute to obesity and raise people’s susceptibility 
to cardiovascular diseases and diabetes. Approximately 
half of the Pacific island developing economies are listed 
as having the most obese populations in the world.2,3 
More than a quarter of the adult population in most Pacific 
island developing economies are clinically obese, with 
obesity rates as high as 54-58 per cent in Tonga and 
Samoa compared with the global average of 13 per cent.4 
Tobacco use is also prevalent, with about two thirds of 
adult males in Kiribati and between 40 and 55 per cent of 
their counterparts in Palau, Papua New Guinea, Samoa 
and Tonga being regular users of tobacco.5 Of particular 
concern is the high consumption of tobacco by youth, 
especially females, at 47 per cent and 62 per cent of girls 
in Cook Islands and Palau respectively.6

Enhancing the effectiveness of already 
sizeable public spending on health 

Public spending on health in most Pacific island developing  
economies averaged close to 9 per cent in 2014, ranged 
between almost 5 per cent of GDP in Fiji and Papua 
New Guinea to about 17 per cent of GDP in Marshall 
Islands and Tuvalu (see figure 2). For most subregional 
economies, public health spending in 2014 was also higher 
than that in 1995. Meanwhile, when compared with total 

Source:  WHO, Noncommunicable diseases country profiles. 2011 and 2014.   
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diabetic foot sepsis into hospital.9 The lack of specialized 
medical care also increases overseas referrals, which 
come at a very high cost. For example, Samoa’s cost for 
overseas referrals amounted to 15 per cent of its total 
public health expenditure in 2010 but benefited less than 
0.1 per cent of the total population.10 
 
Strengthening public financial management, which often 
in Pacific island developing economies is characterized by 
slow disbursement of funds, under and overspending of 
budgeted expenditure, limited links between development 
plans and medium-term budgets and weak procurement, 
will enhance health service delivery.11 

Exploring tax and non-tax revenue policies 
to cope with non-communicable diseases

A common revenue policy to improve health outcomes is 
the levy of taxes and customs tariffs on products that are 
deemed harmful to health. These policy tools are generally 
effective as they especially discourage unhealthy 
consumption among youth and low-income earners who 
are price-sensitive.12  A recent global study showed that 
a 20 per cent increase in the retail price of sugary drinks 
would result in proportional reductions in the consumption 
of such products.13 The generated revenue could also be 
used to boost health spending. For example, when the 
Philippines introduced a law that increased tobacco taxes 
by more than eight times in 2013, it earned an additional 
$980 million in tobacco tax revenue after the first year. 
The additional revenue was spent on subsidizing health 
insurance premiums for nearly 15 million disadvantaged 
families.14 

Addressing non-communicable diseases 
requires stronger and broader policy efforts 

Addressing NCDs is already a policy priority in the Pacific 
island developing economies. For example, an NCD 
road map was adopted by the Joint Forum Economic 
and Pacific Health Ministers Meeting in 2014. The road 
map emphasizes inter alia the use of tax measures to 
discourage unhealthy consumption, the importance of 
targeted prevention measures and the need to strengthen 
the evidence base for greater programme effectiveness.15 
In this regard, tobacco taxes have been raised in recent 
years in several Pacific island developing economies, such 
as Fiji, the Federated States of Micronesia, Palau, Papua 
New Guinea, Republic of Marshall Islands, Solomon 
Islands and Tonga. Moreover, Fiji, Papua New Guinea 
and Vanuatu increased taxes on sugary beverages and 
targeted food items. 

Further policy effort should be geared to address NCDs. 
On the revenue side, there appears to be room for 
further increases in tobacco taxes, as noted in the road 
map, excise duties should be as high as 70 per cent of 
cigarettes’ retail price in the medium term. At the same 
time, any hikes in taxes or tariffs on unhealthful products 
should be accompanied by legislative measures aimed at 

government expenditure, public health spending remained 
sizeable at 13.3 per cent on average in 2014, double that 
of the world’s lower-middle-income countries. The fixed 
cost of providing any social services in Pacific island 
developing economies is naturally high in view of their 
sparse populations. However, lagging health outcomes 
in several countries cast doubts on the effectiveness of 
health spending in the subregion.  

Evidence from Pacific island developing economies 
shows that reorienting public health spending towards 
preventive care, specialized health services and early 
treatment can be very cost-effective. Preventive care 
refers to both primary programmes, which seek to prevent 
adverse health conditions from occurring in the first place, 
and secondary programmes that reduce the incidence 
of recurring conditions or further health deterioration. In 
Vanuatu, every person who managed behavioural risks 
through primary prevention and successfully avoided 
becoming a type 2 diabetes patient saved the Government 
about $347 per year, or more than double annual per 
capita public spending on health. Moreover, effective 
secondary care which prevented every type 2 diabetes 
patient from progressing to using an insulin regime saved 
the Government an additional $484 per year.7 

Early treatment offers good value for money because 
urgent late-stage patient care is typically much costlier 
and more difficult to access than early interventions. In 
Tonga, expenditure on non-communicable diseases more 
than trebles as care progresses from the level of health 
centres to the outpatient clinic at the main hospital, and 
increases ninefold as treatment advances from outpatient 
to inpatient care.8 

Additional investment in specialized health services aimed 
at prevention can also improve spending effectiveness. 
In Samoa, a diabetic foot clinic has avoided many 
amputations to treat sepsis and reduced treatment costs 
eight-fold, when compared with admitting a client with 

Public health expenditure as a share of GDP, 1995 
and 2014

Figure 2.
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mitigating illegal trade and ensure policy effectiveness. 
On the expenditure side, available data suggest that 
spending on preventive measures remains inadequate, 
and a higher proportion of budgetary allocations need 
to be set aside for this purpose. During the period 2006-
2007, less than 2 per cent of health funds in Samoa, 
Tonga and Vanuatu were used for preventive health-
care promotion and activities.16

More broadly, tackling NCDs requires a multipronged 
policy approach. NCDs are driven mainly by 
behavioural risk factors, such as unhealthy diet and 
tobacco use, so regulatory intervention, for example 
declaring smoke-free zones and imposing restrictions 
on advertising of unhealthy products, can be effective. 
International trade policy also needs to be geared to 
tackling NCDs, for example, opening market access to 
healthful imported goods that are not locally available 
would make domestic prices of these products more 
affordable. At the same time, effective safeguards and 
consumer protection against imports of unhealthful 
food and beverages need to be considered. 

Given the diverse characteristics of Pacific island 
developing economies and their varied national health-
care situation, country-tailored fiscal policy measures 
are required together with an array of complementary 
policy choices. 
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