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ABSTRACT

Several purchasing arrangements coexist in Uganda, creating opportunities for synergy but also
leading to conflicting incentives and inefficiencies in resource allocation and purchasing functions.
This paper analyzes the key health care purchasing functions in Uganda and the implications of the
various purchasing arrangements for universal health coverage (UHC). The data for this paper were
collected through a document review and stakeholder dialogue. The analysis was guided by the
Strategic Health Purchasing Progress Tracking Framework created by the Strategic Purchasing Africa
Resource Center (SPARC) and its technical partners. Uganda has a minimum health care package that
targets the main causes of morbidity and mortality as well as specific vulnerable groups. However,
provision of the package is patchy, largely due to inadequate domestic financing and duplication of
services funded by development partners. There is selective contracting with private-sector providers.
Facilities receive direct funding from both the government budget and development partners. Unlike
government-budget funding, payment from output-based donor-funded projects and performance-
based financing (PBF) projects is linked to service quality and has specified conditions for use.
Specification of UHC targets is still nascent and evolving in Uganda. Expansion of service coverage
in Uganda can be achieved through enhanced resource pooling and harmonization of government
and donor priorities. Greater provider autonomy, better work planning, direct facility funding, and
provision of flexible funds to service providers are essential elements in the delivery of high-quality
services that meet local needs and Uganda’s UHC aspirations.
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Introduction

As low- and middle-income countries embrace the
ambitious goal of achieving universal health coverage
(UHC), the issues of inadequate domestic financing,
out-of-pocket payments, financial sustainability, and
value for money in health spending have been catapulted
to the top of policy and research agendas."” Strategic
purchasing of health services is considered one tool that
can help secure more value for money and increase
efficiency in allocating funds and paying for health ser-
vices, especially in the context of defined UHC goals."**
This has led to a call for countries to use strategic
purchasing rather than passive purchasing approaches,
as well as increased focus on strategic purchasing from
national and global-level players that are supporting
countries that have initiated health financing reforms.>®

Health purchasing is defined most generally as the
allocation of pooled funds on behalf of the population to
the providers of health services.” For purchasing to be
considered strategic, it must include an active process of

allocating funds based on available information about
health provider performance and population health
needs, with the ultimate aim of increasing efficiency,
equitable
containment." Strategic purchasing decisions include: 1)
what services and medicines to buy with available
funds, 2) from which providers to buy, 3) how and
how much to pay those providers.’

Successful implementation of these key components of
strategic purchasing requires coordinated action and, in
particular, interaction between purchasers and patients
and between the government and purchasers.*® No blue-
print for strategic purchasing can fit every context; each
country must assess its capabilities and develop its own
purchasing framework, policy design, and roadmap for
moving from a more passive purchasing system to a more
strategic one."®

While strategic purchasing processes will depend on
the specific country context, the supporting policies and
reforms should consider patient needs, improve

distribution of resources, and cost
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organizational governance and stewardship, and create
appropriate incentive regimes. These changes can ulti-
mately contribute to the efficient and equitable delivery
of high-quality services that meet population needs,
which is the ultimate aim of strategic purchasing.**®

Uganda has a mixed health care system, with public
and private providers and a tiered primary health care
(PHC) network connected by referral systems between
basic and specialized services. Implementation of strate-
gic purchasing in Uganda has been constrained by the
challenges documented in other low- and middle-
income countries. They include purchasing by multiple
agencies, lack of clarity about the roles of different pur-
chasers, inadequate legislation to support strategic pur-
chasing, and high administrative costs. Other
constraints include inadequate information for making
strategic purchasing decisions, local prioritization chal-
lenges, poor patient engagement, and political
concerns.*” !

Against this backdrop, we set out to map the imple-
mentation of strategic purchasing in Uganda by analyz-
ing key purchasing arrangements and their implications
for UHC. Our objective was to understand the con-
straints on more strategic purchasing and to identify
options for making progress.

This analysis covers the three main financing
arrangements in the country: 1) use of government
budget financing to purchase services at the national
and local levels; 2) performance-based financing (PBF),
with a focus on the World Bank-funded Uganda
Reproductive, Maternal and Child Health Services
Improvement Project (URMCHIP); and 3) other
donor/project-based financing.

Uganda’s Health Financing and Service Delivery
Landscape

Funding for health in Uganda is inadequate for achiev-
ing the country’s stated UHC goals. The 2016 National
Health Accounts (NHA) report estimated that per capita
health spending was about 51 USD, nearly 40% short of
the target for providing the Uganda National Minimum
Health Care Package (UNMHCP)."? This declined to 37
USD per capita in the most recent NHA."> Total health
expenditure (THE) as a percentage of gross domestic
product (GDP) was 4.3%, while government health
expenditure as a share of GDP was a mere 0.7% in
2018/2019."° The NHA estimated that in 2018/19 pri-
vate spending accounted for 39% of THE, development
assistance for health accounted for 41.4%, and govern-
ment spending accounted for only 17.2%. Private and
community health insurance generally account for less
than 2% of THE."

In terms of service provision, the system includes
6,937 providers, of which 45% are public, 40% are private
for-profit providers, and 15% are private not-for-profit
providers. The private providers tend to have more mar-
ket power in urban areas and less in rural areas, which
are often dominated by public facilities. Private providers
are perceived to offer better quality services than public
facilities.

Main Health Financing Mechanisms in Uganda

Like many low-income countries, Uganda has sev-
eral concurrent financing systems for health ser-
vices, each with their purchasing
arrangements. The primary financing mechanism is
the government budget used to purchase a bundle of
health inputs. Government budget resources gener-
ally flow from the central government to local gov-
ernments and fall into two broad -categories:
conditional grants and nonconditional grants.'*
However, there is little room for discretionary allo-
cation of resources because the national government
makes conditional PHC grants to facilitate service
delivery, mainly in the form of wage and nonwage
grants."* The wage grant is for wages and salaries
for civil servants, which are often directly deposited
into individual civil bank accounts.
Nonwage grants are mainly used for development
and administrative functions such as supervision,
utility costs, and outreach activities."*

A notable change in Uganda’s financing landscape
over the past two decades has been a progressive shift
to PBF.'” The PBF models that have emerged in Uganda
are largely financed by donors, with many of them
supplementing government budgets. The PBF payments
are made to providers based on meeting an established
set of outputs, in what is known as cash on delivery.'*
These initiatives include PBF projects funded and imple-
mented by Enabel, Cordaid, and the World Bank.

A custom-designed national PBF framework was
launched in 2017, following extensive consultation
with stakeholders. The framework aims to align PBF
implementation with the national and decentralized
system of service delivery and associated institutional
mandates.””> In 2015, Uganda received funding from
the Global Financing Facility Trust Fund and the
Swedish Development Cooperation
Agency to implement PBF nationwide to expand
access to an integrated service package for reproduc-
tive, maternal, newborn, child, and adolescent health.
Project implementation has been guided by the
national PBF framework, and the key purchasing
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functions have been distributed among various enti-
ties. As of 2021, the PBF program covered 136 of the
country’s 145 districts.

A third type of health financing mechanism is donor-
funded projects and schemes that provide health ser-
vices to the population. Development assistance is chan-
neled through both on-budget and oft-budget
mechanisms. Financing data show that development
partners have increased off-budget support over
time.'®'” This can be attributed to the need of donors
to maintain direct control over the grants and purchas-
ing decisions.'® Key donors include the United States,
United Kingdom, Sweden, the European Union,
Netherlands, Ireland, and others who finance various
health care interventions in Uganda.

Methods

The study used a qualitative descriptive approach, apply-
ing the Strategic Health Purchasing Progress Tracking
Framework (Figure 1) developed by the Strategic
Purchasing Africa Resource Center (SPARC)." We con-
ducted the mapping exercise for the three main purchas-
ing arrangements in Uganda—government budget
financing, PBF, and donor-funded projects. For govern-
ment budget financing, we considered the purchasing
roles of both central government and local government
and analyzed those roles as a single purchasing arrange-
ment, because both receive allocations from the govern-
ment budget and their expenditures are subject to public
finance management rules. The main data collection
method was document review, supplemented with sta-
keholder dialogue. Information was compiled in the

+ Public Interest mandate and  + Autonomy and authority

strategic objectives of the of purchasers and
= purchasing agency providers
ﬁ D«Is{owmakinl roles, rules, + Data and information
5] and proy management systems

Lwerslw. and + Budget d
financial

« Market structure of
purchasers

Arrangements

Porcs e Y
. Core Purchasing Functions

Specifying covered services and medicines and
wihere they can be accessed, cost-sharing policies,

and service dellvery standards

Selecting public andior private providers to deliver
PRSI crvices in the benefit package and entering into
[RSASSSRE I contracts with them, specifying the terms and

conditions in the contracts and enforcing the
contracts

Selecting, designing, and implementing provider
payment systems and setting payment rates

Assessing provider performance, providing
Performance feedback for improvement, and carrying out system-
ICOUEHEFR |evel analysis of utllization, quality, and so forth to

inform purchasing decisions
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Microsoft Excel-based tool developed by SPARC and
analyzed by synthesizing available information on the
purchasing arrangements and cross-checking against
the strategic purchasing benchmarks.

Analytical Framework

Our analysis was guided by the Strategic Health
Purchasing Progress Tracking Framework, which builds
on other, existing strategic purchasing frameworks."’
The four key domains of the framework are: 1) the
governance arrangements that provide oversight and
accountability for purchasing arrangements, 2) the pur-
chasing functions executed through the purchasing
arrangements (benefits specification, contracting
arrangements, provider payment, and performance
monitoring), 3) the external factors that influence the
results of purchasing, and 4) the results and intermedi-
ate outcomes of the purchasing arrangements (such as
access, coverage, quality, equity, and financial
protection).

In this paper, we present findings on the second and
fourth domains, taking into account the other domains.

Data Collection

We used a Microsoft Excel data collection tool designed
by SPARC to collect and collate information describing
the purchasing arrangements drawn from a document
review and stakeholder dialogue. The documents
reviewed included national and sector-level strategic
documents, national guidelines on financing, recent eva-
luations of key sector interventions, project proposal

+ Legal and regulatory + Share of total health
flowing
*+ Public financial through the system
oy . d
and rules power of providers
External + Share of population + Capacity of providers
Factors covered

This can lead to progress on intermediate
for health (UHC):

Purchasers
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to directly
influence:

J Resource
allocation

) Incentives

/| Accountability

Figure 1. Strategic health purchasing progress tracking framework.
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documents, and published literature on health financing
and public finance management. We accessed the docu-
ments mainly from the public domain, including the
Ministry of Health (MOH) website, to complement the
rich repository of sources in the Center for Health Policy
and Systems Development.”® After reading the full text
of the selected documents, we entered summaries of
relevant data extracted from the reviewed documents
into the Excel tool.

We collected additional primary data through a dia-
logue meeting with an array of relevant stakeholders
held in March 2020. The objective of the dialogue meet-
ing was to explore opportunities for and obstacles to
enhancing strategic purchasing in Uganda. The dialogue
meeting was also prompted by a looming policy to adopt
a national health insurance scheme in Uganda. A total of
26 stakeholders participated, including government offi-
cials and representatives from development partners,
civil society organizations, the private sector, and acade-
mia. A presentation of the findings of the mapping
exercise was followed by a plenary discussion of their
implications.

Data Analysis

We analyzed the results of the document review, the
mapping exercise, and the stakeholder dialogue reports
thematically by the domains highlighted in the frame-
work. We reached consensus through team meetings of
all the authors: EEK, AS, RS, CM, FS, CC, AGM, and
NO. We cross-checked the descriptive information on
the purchasing arrangements for each health financing
scheme against the strategic purchasing benchmarks to
identify areas of progress and challenges for strategic
purchasing in Uganda.

Results

This section presents our findings by key purchasing
function.

Benefits Specification

The government, through its budget, strives to ensure
access to a package of basic health services. The removal
of cost sharing in public facilities in 2001 expanded
entitlements to provide all Ugandans access to the health
services under the UNMHCP at all public health
facilities.”’ The UNMHCP has four areas of focus:
maternal and child health, noncommunicable diseases,
health promotive and preventive services, and commu-
nicable diseases.”” Since 2001, services at public facilities
have been expected to be free at the point of use, except

in private wings of those facilities. The UNMHCP is said
to be broad and all-inclusive, but it is beyond current
government capacity to ensure sustained service provi-
sion and thereby falls short of achieving service coverage
and financial risk protection goals.*’

In the project-based schemes, project fundholders are
the main conduit for reaching beneficiaries. In a typical
project model, a nongovernmental organization (NGO)
with known clientele or service outlets (such as Uganda
Catholic Medical Bureau or Marie Stopes) is selected to
receive funds to benefit its clients and partnerships.
Most projects focus on maternal and child health and
communicable diseases such as malaria, HIV, and tuber-
culosis (TB), which together reportedly received about
65% of development assistance for health in Uganda.**

The PBF purchasing arrangements mainly provide
selected services from the UNMHCP,* primarily for
maternal and child health and communicable diseases
such as malaria. However, the available packages do not
provide a full range of promotive, preventive, curative,
and rehabilitative services. This has been mainly attrib-
uted to resource constraints under the government sys-
tem and the fragmented nature of project-based schemes
as well as the narrow focus of PBF schemes.

The package funded by the government budget is
based on burden-of-disease studies and the cost-
effectiveness of interventions. The PBF and project-
based schemes generally focus on diseases and condi-
tions that contribute to high morbidity and mortality.*®
In all three types of purchasing arrangements, the com-
munity is not directly consulted on the design of the
benefit package. This lack of feedback and social
accountability mechanisms undermines the responsive-
ness of service packages to beneficiary needs.

Table 1 details the benefit package and target bene-
ficiaries under the different purchasing arrangements, as
well as the implications for UHC.

Contracting Arrangements

The central and local governments have mandates to
form service delivery partnerships and contract with
private providers and other fundholders. The partner-
ships are governed by soft tools such as memorandums
of understanding (MOUss) rather than explicit contracts.
Public and private facilities are expected to provide the
package of services prescribed under the UNMHCP to
all Ugandans.”' To strengthen the complementarity of
roles, the government launched the National Policy on
Public Private Partnership in Health (PPPH) in 2012.%
Within the PPPH framework, subsidies are extended to
well-organized and accredited private health providers,
mostly providers affiliated with religious medical
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Table 1. Benefit packages, target beneficiaries, community engagement and implications for UHC.

Item Government budget financing

Donor-funded Projects

PBF Schemes Implications for UHC

Benefit package Minimum health care package
(UNMHCP) with four areas of
focus: maternal and child
health, noncommunicable
diseases, health promotive
and preventive services, and
communicable diseases.

Not all services in the package
are provided, due to resource
constraints.

Not explicit about excluded
services.

HIV, and TB.

provider.

Beneficiaries All Ugandans, foreigners and
refugees are eligible to benefit
from the UNMHCP, but not all

receive the intended benefits.

not systematic.

Community
engagement

Package is based on burden of
disease studies and the cost-
effectiveness of interventions.
The community is not directly
consulted on the package.

mortality.

Highly variable and
dependent on the interests
of the funding agency and
its fundholders.

Most projects focus on
maternal and child health
services and communicable
diseases such as malaria,

Well-defined per the
agreement between the
project and the service

Main beneficiaries include
people with HIV, malaria,
and TB, pregnant women,
and children under age 5.
Identification of beneficiary
communities is generally

Mainly maternal and child
health services, as well as
communicable diseases
such as malaria.
Well-defined per the
agreement between the
project and the service
provider.

Available packages do not
provide a full package of
promotive, preventive,
curative, and rehabilitative
services due to resource
constraints.

Packages delivered under
project-based and PBF
schemes are fragmented,
duplicative, and not universal.

Mainly pregnant women,
children, and, where
capacity exists,
adolescents.

Only people in targeted areas
benefit. Scale-up plans do not
exist beyond the loan/grant
period. However, there are
plans to scale up URMCHIP
nationwide. Not all vulnerable
groups are targeted;
Communities served by
facilities with inadequate
capacity are often not served
by PBF schemes that require
provider accreditation.

The community is not directly The community is not directly The community is often not
consulted on the package,
but the diseases specified
are those that contribute to
high morbidity and

consulted on the services to be
provided. Limited feedback
and social accountability
mechanisms undermine
responsiveness.

consulted on the package,
but the diseases specified
are those that contribute to
high morbidity and
mortality.

bureaus. These government subsidies are intended to
mitigate the costs of services provided by private not-
for-profit providers so they are more affordable to
poorer households.?® However, the overall financial bur-
den to households remains high, reflected in the high
share of out-of-pocket expenditure in total health spend-
ing (39% in 2018/19),”” which includes payment for
services accessed in both private and private not-for-
profit facilities.

The market for PBF and donor-funded projects has
been, until recently, dominated by private providers
because they are generally more flexible and face fewer
limitations on their autonomy to make managerial and
financial decisions. They usually enter into explicit con-
tracts with fundholders after a vetting, bidding, or
accreditation process.26

While the government goes to considerable effort to
maintain quality control and ensure equitable distribu-
tion of services, mainly through regulation, health pur-
chasing through the government budget financing is not
explicitly linked to the quality of services provided by
a facility.’® PBF and donor-funded schemes, on the
other hand, aim to link funding to the quality of
services.'” Providers who provide good-quality care are
selected either through competitive calls for proposals or

specific (project-based) criteria and through a PBF
accreditation process.”® Lack of accreditation under the
government system may constrain the delivery of quality
services.

Table 2 elaborates on these findings.

Provider Payment

Provider payment methods vary by purchasing arrange-
ment. Government budget financing uses input-based
methods to pay providers. Funds are released by the
central government to local governments through con-
ditional grants that stipulate what the money should be
used for and nonconditional grants that are more flex-
ible. Payments are made to local governments, and in
some cases directly to health facilities or to health work-
ers. The allocation formula for PHC grants considers,
among others, the target population served, burden of
disease considerations, poverty headcount, fixed alloca-
tion of funding, number of health subdistricts, and
whether or not a local government is located in
a geographically hard-to-reach area.'*

PBF schemes pay-for-performance but they usually
finance inputs through seed grants. Payment rates are
variable and depend on the available resource envelope
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Table 2. Contractual arrangements, quality considerations, and implications for UHC.

Government Budget

Financing Donor-Funded Projects

PBF schemes Implications for UHC

Contracting Loose arrangements with  Selective contracting

Arrangements public providers; MOUs with local and global
with private not-for- NGOs and private
profit providers. providers.

Expected outputs are Contracts stipulate the
aggregated and services to be
presented as targets. provided.

Quality Minimal consideration for  Quality is considered

Considerations the quality of services
provided.

There are limited
sanctions and penalties

for poor performance

through competitive
calls or application of
specific criteria.

Selective contracting with
public and private not-for-
profit providers that meet
accreditation criteria.
Contracts stipulate the
services to be provided.

Expansion of coverage to targeted
populations is assured when
contracting processes are explicit about
the services to be provided.

Accreditation is used to select
facilities that meet quality
standards.

Payments are linked to
quality Indicators.

The population may receive lower-quality
services under government budget
financing.

and historical allocations, among other factors.?®
Donor-funded projects usually mix input- and output-
based provider payment methods.

Provider autonomy to manage revenue is generally
lowest with government budget financing, higher with
donor funding, and highest with PBF funds.”'

Performance Monitoring

All purchasing arrangements include performance
monitoring and accountability measures. However,
the extent to which performance is linked to pur-
chasing decisions varies considerably across the three
models. PBF by definition links payments to results,
with bonuses for better performance.”® The public
financial management system and rules are central
to all three purchasing arrangements. Indeed, govern-
ment systems usually complement accountability and
performance monitoring measures within PBF
schemes and donor-funded projects. All three pur-
chasing arrangements include expectations for finan-
cial accountability, which is pursued through
financial reporting, audits, and governance measures
such as procurement procedures.’® Facility structures
such as hospital boards and health unit management
committees provide oversight at the service provider
level. Hierarchical structures provide supportive
supervision.”> PBF and donor-funded projects have
built-in performance monitoring and accountability
mechanisms. Linkage of payment to individual pro-
vider performance is limited across the three pur-
chasing arrangements, but PBF tends to spur
individual provider performance by linking bonuses
to results.

Table 3 details the payment methods and rates, pro-
vider monitoring mechanisms, and level of provider
autonomy under each type of purchasing arrangement.

Discussion

Although progress has been made in ensuring strategic
purchasing is embedded within the purchasing func-
tions in each of the financing arrangements in
Uganda, several challenges greatly limit the ability of
strategic purchasing to contribute to achieving UHC
goals. Some of the main challenges are summarized
below.

Lack of Purchasing Power

The power of strategic purchasing is limited in
Uganda because of the small share of total health
spending that flows through strategic purchasing
mechanisms. If a purchaser controls a large share of
total funds in the health system, it can exert influence
on resource allocation, create incentives for
providers, and improve accountability throughout
the system. Public financing for health in Uganda is
constrained by low budget allocations for health,
a low GDP growth rate (5%) that is not commensu-
rate with the high population growth rate, and
a low revenue base, with a tax-to-GDP ratio of
15.8% (FY 2018/19).>* Because the public budget
contributes such a low share of total health funding,
the MOH, as the purchaser for the government bud-
get, has limited purchasing power, constraining its
ability to provide financial protection for its
population.

Fragmented Purchasing Arrangements

Another challenge that Uganda faces with its multiple
health purchasing mechanisms, especially PBF
schemes and donor-funded projects, is sustainability.
Project-based programs offer less-comprehensive
benefits than the UNMHCP and can overlap in the



covered geographies and targeted beneficiary types,
leading to duplicative efforts and inefficiencies.
Incentives to providers who are paid by salaries, are
weak. Absenteeism and neglect of duty are not
uncommon. Overall, donor funding has a short life-
span, usually three to five years. This is a major
vulnerability for UHC programs, especially in coun-
tries like Uganda where development assistance con-
tributes significantly to health financing.

Similarly, many PBF pilots have been implemented
outside of government institutions that have health
financing roles at national and subnational levels.>*’
Many of these projects have used vertical approaches
that assign purchasing and payment functions to
international NGOs. Uganda needs a PBF program
that aligns with mandated institutional arrangements
for payment, verification, and public policy so it can
feasibly scale up. The URMCHIP project is an
ongoing government effort to scale up innovations
that align with the tenets of strategic health purchas-
ing and can inform solutions for integrating strategic
purchasing into government systems. Performance-
related payment can also help strengthen health sys-
tem building blocks and thereby help improve overall
facility performance.*

HEALTH SYSTEMS & REFORM €2084215-7

Public Financial Management Rules that Limit
Incentives for Efficiency and Quality

Several challenges related to public financial management
rules and processes also limit the effectiveness of strategic
health purchasing in Uganda. The processes used by the
public sector to monitor performance, as well as pay pro-
viders (including health workers) do not create incentives
for providers to improve service quality and efficiency.
Opverall, performance management of frontline operations
is undermined by the payment arrangements for individual
health workers. Payroll is centralized at the national level,
making it difficult to carry out performance management
at the facility level. The disciplinary and reprimand pro-
cesses for public servants (health workers on government
payroll) are so elaborate that it could take not less than
5 years to make a final determination on whether or not to
dismiss an errant health worker. The sense of “job” security
undermines performance objectives.

Misaligned Accountability Mechanisms

Local governments are financially accountable mainly
to the national treasury, and they send performance
results to parent ministries.'”” For example, district

Table 3. Purchasers, provider payment, performance monitoring, and implications for UHC.

Government Budget Financing

Donor-Funded Projects

PBF Schemes Implications for UHC

Purchaser(s) MOH and Ministry of Finance,
Planning and Economic
Development, with local
governments as service
providers through networks of
health facilities.

Line-item budgeting and PHC
grants with allocation
formulas based on catchment
population attributes and
administrative roles.

projects.

Provider Payment
Method(s)
budgets.

Multiple development
partners that fund the

Mix of results-based and
input-based line-item

MOH Multiple purchasers may lead to
conflicting incentives for
providers and fragmented

service delivery packages.

Fee-for-service and performance
bonuses

Pay-for-results approaches
create an incentive to provide
the stipulated services and
thereby increase service
coverage.

Payment Rates

Performance
Monitoring

Use of Provider
Performance
Information

Computation of PHC grants is
based on an allocation
formula.

Monthly and quarterly facility
activity reporting on DHIS2
and annual sector-wide
performance reports;
supervision by MOH and local
governments.

Performance information is used
for supportive supervision.
No consequences for poor
performance.

Payment rates are
variable and depend on
the service grant size
and project design.

Monthly facility activity
reporting; routine
verification of quantity
of services; annual
independent external
verification.

Performance information
is used to determine
targets and for
approval of subsequent
disbursements.

Poor performance can
lead to contract
termination.

Payment rates depend on the
complexity of providing the
service, disease burden, and
performance indicators for the
service.

Monthly facility activity reporting
on DHIS2; sometimes donors
require additional indicator-
specific reporting outside
DHIS2 data capture process,
putting additional workload
onto facilities

Performance information is used
to determine payments to the
facility.

Falsification of results and
fraud can lead to termination
of contracts.

Inadequate funding, especially
under the government
scheme, constrains provision
of good-quality services and
limits population coverage.

While DHIS2 reflects a greater
degree of data integration,
there is under-utilization of
this data for decision-making
at all levels from upstream to
the downstream facility level

Payment methods linked to
results promote expansion of
services and population
coverage.
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health offices must account for spending directly to
the Ministry of Finance, Planning and Economic
Development; and they must send output reports, in
the form of health management information system
(HMIS) data, to the MOH. Each ministry imposes
sanctions for delayed reporting and failure to meet
expectations—often by delaying the next quarterly
disbursement from the treasury.”* The government
has implemented measures to curb misuse of funds
and corruption, including indicting and prosecuting
officers responsible for budgets at different levels of
service delivery, although many of the measures are
yet to yield positive results.””

Performance accountability is managed by the soft
administrative mechanisms described above, partly
because the drivers of underperformance generally
arise upstream from purchasing organizations.’®
Districts hold performance review meetings, and the
MOH publishes a league table to display the perfor-
mance ranking of local governments. The central
government has added innovations to address the
main sources of suboptimal performance, but the
existing health financing architecture may not be
conducive to support an adequate and acceptable
package of reforms such as strategic purchasing for
UHC.*®

PBF schemes and donor-funded projects place
greater emphasis on financial accountability because
funds are disbursed based on performance.” Within
PBF projects, outputs are verified before payments
are made. The extended district health management
team within the URMCHIP project uses paper-based
verification, which often leads to delayed release of
funds. A standardized electronic system that uses
existing supervision systems may be more effective
and efficient in the long run. A unified electronic
system for reporting results from publicly funded
and donor-funded projects—instead of the current
fragmented system—could help strengthen perfor-
mance accountability, improve the quality of services,
and expand service coverage.

Donor-funded projects usually require regular
reports to track performance, and project managers
and sponsors often make field visits to confirm the
outputs reported. However, their preference for
strong and capable service providers has tended to
reinforce inequities, especially in remote localities
with weak health systems or high investment
costs.” A study by Ssengooba et al. (2017) found
that the central and local governments were poor at
negotiating priorities for their population when enga-
ging with development assistance fundholders and
NGOs.*

Lack of Integration of Donor Funds with
Government Systems

Development assistance can potentially improve pur-
chasing functions, but donor-funded projects generally
have external purchasers that are unwilling to pool
resources or coordinate with the public financing sys-
tem. This may be due to donor priorities, fears about
misuse of funds due to corruption, the difficulty of
illustrating results when funds are jointly used, and
bureaucratic delays within the government system.*'
But often several donor-based projects with similar ben-
eficiaries work in the same district or with the same
fundholder. This leads to duplication and
inefficiency.*' Several strategies are being implemented
to deal with this challenge. In sectors such as reproduc-
tive health, donors have been assigned to particular
service regions. This “zoning” of donors reduces dupli-
cative efforts and makes better use of donor funds to
expand access to essential services and expand popula-
tion coverage.

Several types of forums help facilitate dialogue
between development partners and the MOH and
other health-sector stakeholders.*” These forums can
help reduce fragmentation and improve alignment.
Studies show that most donors focus on the results of
the projects they fund and many of their programs use
some form of PBF, but they need to better align their
priorities with those of the government in order to
increase coverage of services within the UNMHCP.

Limitations of the Study

The main limitation of the study is its reliance on pre-
dominantly qualitative information using a document
review approach. Given the limited published research
on health financing and strategic purchasing in Uganda,
we had to rely largely on unpublished policy documents
and stakeholder consultations.

Conclusions

Despite the constraints related to the level of health
funding and public financial management rules, the
government budget remains the most viable source of
financing for UHC in Uganda, and it should therefore be
the focus of efforts to improve strategic purchasing. The
government budget is also the most viable and equitable
option for expanding coverage, and it is most amenable
to strategic purchasing given its predictability.”® Donor
funds, by contrast, are largely unpredictable and short-
term, and the population benefits only while the project
is active.



If the government budget is to be the main vehicle for
strategic purchasing to advance UHC in Uganda, some
challenges will need to be addressed through a number
of key actions and reforms:

¢ Greater pooling of funds by purchasing entities
in the health sector, including government fund-
ing agencies and donors. In particular, “basket
funding” to strengthen the pooling of resources
from donor agencies with the government budget
should be a top policy priority.

¢ Government leadership in determining the package
of services that development partners provide.
Services procured through PBF and donor-funded
projects remain fragmented and not well aligned
with the UNMHCP priorities and Uganda’s UHC
agenda. Population coverage must be progressively
expanded through sustainable and affordable services.
The current practice of assigning development part-
ners to particular regions, coupled with improved
management and tracking of donor resources, can
help ensure more equitable distribution of donor
resources and more effective use of those resources.

¢ Increased funding and greater flexibility, transpar-
ency, and accountability so resources can be chan-
neled to where they are needed most. Efficiency can
be enhanced if local governments improve the
mechanisms they use to monitor and track resources
allocated to them. More advocacy is also needed to
increase government allocations to health if strategic
purchasing is to become a more viable public policy
option. The government contribution to total health
financing remains very low, which makes implemen-
tation of strategic purchasing in public financial man-
agement systems less feasible. Local governments also
receive largely conditional grants, which limits the
ability of districts and facilities to use money accord-
ing to identified needs.

e Clearly defined strategic purchasing roles and
mechanisms for strengthening performance man-
agement at the national and local levels. The gov-
ernance system and performance management
systems for strategic purchasing are weak.
Mechanisms for strengthening performance man-
agement at the national and local levels should be
coupled with appropriate incentives that encourage
managers and providers to develop an organiza-
tional culture that promotes quality and efficient
service delivery. Contracts for district health teams,
officers in charge of facilities, and individual provi-
ders should be specific and linked to key outputs.
However, care should be taken to ensure that fund-
ing is commensurate with resource needs.
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¢ Modifications to the current HMIS to make it more
unified and provide more accurate information on
outputs and the costs of delivering services. This is
critical for price setting. It can also help in determin-
ing the appropriate mix of payment mechanisms,
verifying provider outputs for performance manage-
ment decisions and actions, and reducing the high
verification costs incurred in PBF projects.
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