
HIPPOKRATIA 2020, 24, 3 111

finance and run the rest16,64. However, this approach ad-
dresses regional inequities only partly since regions con-
tinue to depend on their local pools largely. 

Notwithstanding the support of national financial 
contributions, qualitative studies from China suggest that 
fiscal decentralization has led to the collapse of village 
health stations and worsening local healthcare provision 
in the country’s most deprived areas14,65. Similarly, evi-
dence from Ivory Coast indicates that municipal revenues 
available for public services are higher in urban than rural 
areas. Thus, urban local governments are more likely to 
increase access to public healthcare services than their 
poorer counterparts22.

Econometric literature highlights the positive corre-
lation between fiscal decentralization and reduction of 
infant mortality rates16,20,21. However, the extent to which 
health outcomes improve is dependent on the level of re-
gional wealth, with more prosperous areas faring better 
than their poorer counterparts21,25,44.

The second area of concern is the variation in the 
quantity and quality of services across areas. Without 
equitable distribution of centrally-pooled resources, 
wealthier areas are free to manage their surpluses, if any, 
ad libitum, while deprived regions suffer from limited 
resources and are therefore forced to find alternative 
ways to meet the needs57. One example is introducing 
cost-containing measures such as patients’ cost-sharing 
(increasing local taxes and/or co-payments) and capping 
services. Such actions expose vulnerable local commu-
nities to the risk of catastrophic health expenditure. In 
Italy, evidence suggests that the initial implementation 
of fiscal decentralization has led to increased healthcare 
deficits, particularly in deprived regions16,17. In response, 
regional authorities were effectively forced by the cen-
tral government to introduce reductions in health services 
and cost-sharing measures16,64. This measure has been in-

terpreted as a move towards recentralization. However, 
it has proved to be a top-down stewardship approach to 
improve budgetary performance without dismantling the 
fiscal decentralization process64. 

Although impoverished regions are typically more 
exposed, wealthy regions are not immune under fiscal 
decentralization to impact austere macro-economic con-
ditions either. Catalonia, one of the wealthiest regions in 
Spain, provides an example. During the economic reces-
sion of 2010, central public revenues declined. The gov-
ernment responded by introducing nationwide austerity 
measures. As Catalonia could not equate its pre-crisis 
levels of local healthcare revenues, it embarked on a 
series of severe regional healthcare cutbacks -including 
cuts in hospital beds, staff, salaries, and emergency care- 
in addition to the national ones19,66.

The final area of concern under fiscal decentraliza-
tion is the issue of cross-regional patients’ mobility. In a 
fiscally decentralized healthcare system, patients are free 
to choose where to be treated according to the best fiscal 
package provided60. According to fiscal decentralization 
theorists, patients’ mobility stimulates competition over 
the quality of care among localities and providers. In 
reality, however, patients from low- and middle-income 
regions typically seek services in wealthier areas where 
quality and care availability is higher. This forces the 
deprived regions to cut quantity and quality of care fur-
ther60,67. In Italy, hosting regions are reimbursed from pa-
tients’ home regions for the services provided, diverting 
funds destined to local healthcare services and creating 
increasingly perpetual regional inequities67. 

Conclusion
Decentralization is not a set of clear-cut steps but a 

continuum of policies ranging from flexible (e.g., deci-
sion-making decentralization, deconcentration, fiscal 

Table 1: Conflicting definitions of fiscal decentralization in the theoretical and empirical literature. 
Source Definition of Fiscal Decentralization

Decentralization of 
funding

Stegarescu, 2004 “The assignment of authority for public functions or finances to lower 
levels of government”

Costa-Font, 2016
(A mechanism to) “decentralize funding to alter the balance between 
political and funding responsibilities, and hence expand fiscal 
accountability”

Decentralization of 
expenditure

Dziobek, 2011 “Also defined as Fiscal Federalism, can be defined as the structure and 
functioning of multi-tiered governments”

Treisman, 2007 “Decision-making decentralization on expenditure issues”

Decentralization of 
pooling

Jimenez-Rubio, 2011 “Tax revenues decentralization: the level of autonomy over taxes by 
local governments relative to the general government”

Soto et al, 2012 “A synonym of Devolution: political reforms that promote fiscal 
autonomy at the municipal level”

Decentralization of
pooling and 
expenditure

Blume and Voigt
“Fiscal independence of lower government tiers. […] Exist when a 
proportion of revenues and expenditure are generated and spent by 
subnational governments”

Akin et al, 2005 “The assumption that local policy-makers control all local resources 
and can determine their allocation”




