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Key Messages

•	 The	purchasing	arrangements	in	a	country	can	directly	influence	the	
demand	for	and	utilisation	of	quality	interventions	by	the	population.	
There	is	need	for	careful	selection	and	delivery	of	interventions	that	
target	high-priority	needs	through	methods	that	not	only	allow	the	
equitable	 distribution	 of	 key	 resources,	 but	 also	 promote	 efficient	
delivery	 and	 transparency	 at	 an	 affordable	 cost	 to	 key	 population	
groups.	

•	 Uganda	is	currently	unable	to	provide	universal	access	to	its	minimum	
health	 care	 package	 largely	 because	 of	 inadequate	 resources.	 The	
Ministry	 of	 Health	 should	 develop	 a	 road	 map	 for	 the	 phased	
implementation	of	the	minimum	health	care	package,	given	its	large	
size	and	the	limited	resources	available	to	the	health	sector.	

•	 To	increase	access	to	health	services	for	the	majority	of	the	population,	
the	 central	 government	 should	 allocate	more	 funds	 to	 lower-level	
health	facilities	where	the	majority	of	the	population	seek	care	and	to	
preventive	services	because	of	the	high	burden	of	preventable	diseases	
and	conditions.	

 Citation:  F. Ssengooba, SN Kiwanuka, E. Rutebemberwa, E. Ekirapa-
Kiracho (2017), Universal Health Coverage in Uganda: Looking Back and 
Forward to Speed up the Progress. Makerere University, Kampala Uganda.
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•	 The	 central	 government	 should	 consider	 using	 a	 combination	 of	
input-based	and	results-based	payment	methods.	The	current	input-
based	payment	system	is	useful	 for	cost	containment	but	does	not	
give	 optimal	 incentives	 for	 improving	 quality	 and	 efficiency.	 The	
results-based	payment	methods,	if	well	designed,	provide	incentives	
for	the	providers	to	improve	the	quantity,	efficiency	and	quality	of	
interventions	especially	for	easily	verifiable	results.	

•	 The	 structures	 for	monitoring	 grants	 and	 subsidies	 to	 public	 and	
private	providers	need	to	be	strengthened	to	ensure	that	the	services	
provided	are	of	good	value	for	the	money.

Introduction 

This	 chapter	 introduces	 strategic	 purchasing	 and	 explores	 its	 place	 in	 the	
universal	 health	 coverage	 (UHC)	 agenda,	 reviews	 the	 key	 health	 services	
purchasing	 arrangements	 in	 Uganda,	 and	 analyse	 their	 performance	 in	
relation	to	the	three	key	actions	for	purchasing	and	their	implications	for	the	
UHC	objectives,	namely:

1)	 increasing	 the	 provision	 of	 essential	 quality	 services;	 2)	 expanding	
coverage	of	the	population;	3)	increased	financial	protection	and	investing	in	
strong	and	resilient	systems	(1).	In	addition,	the	chapter	seeks	to	answer	three	
main	questions	that	are	linked	to	the	main	actions	in	strategic	purchasing:	
(a)	How	 can	Uganda	 prioritise	 the	 selection	 of	 interventions,	 taking	 into	
account	population	needs,	national	health	 revenues	 and	cost-effectiveness?	
(b)	 How	 can	 Uganda	 organise	 service	 providers	 so	 as	 to	 maximise	 their	
different	capabilities	in	reaching	the	population	in	need	of	services?	(c)	How	
can	Uganda	 regulate	 the	 different	 institutions	 that	 are	 involved	 in	 service	
provision	so	as	to	ensure	that	they	facilitate	the	provision	of	quality,	efficient	
pro-poor	services? The	chapter	concludes	with	a	summary	of	programmatic	
and	 policy	 implications	 for	 enhancing	 strategic	 purchasing	 for	 UHC	 in	
Uganda.

Strategic Purchasing 

One	of	the	key	functions	of	a	health	system	is	to	deliver	to	its	population	the	
services	that	they	need	(2).	Uganda	has	made	significant	strides	in	a	number	
of	population	health	indicators	over	the	last	10	years,	including	increased	life	
expectancy,	reduced	mortality	and	morbidity	from	various	health	conditions,	
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and	a	reduction	in	fertility	rates.	However,	some	sections	of	the	country	still	
suffer	 high	 morbidity	 and	 mortality	 from	 both	 communicable	 and	 non-
communicable	 illnesses	 (3-6).	This	 highlights	 the	 need	 for	more	 strategic	
purchasing	of	services	arrangements,	which	can	allow	for	expanded	delivery	of	
cost-effective,	high-impact	interventions,	using	the	appropriate	mix	of	service	
providers	who	are	incentivised	to	deliver	quality	services	to	the	population	in	
accordance	with	their	level	of	need.	Whereas	passive	purchasing	arrangements	
tend	 to	 simply	 involve	 the	 retrospective	 and	 prospective	 payment	 of	 bills	
for	resources	used	and	services	provided,	strategic	purchasing	involves	more	
deliberate	attempts	to	not	only	provide	services	that	meet	societal	objectives,	
but	 also	 influence	 provider	 behaviour	 in	 a	manner	 that	 ensures	 improved	
efficiency,	quality	and	equitable	distribution	of	the	services	to	the	population	
covered	(7,	8).	

Strategic purchasing and UHC

The	 purchasing	 arrangements	 utilised	 by	 a	 country	 impacts	 on	 the	 main	
UHC	objectives	directly	and	indirectly	(see	Figure	10.1).	It	will	determine	
what	and	how	interventions	are	provided	to	the	population.	This	will	directly	
influence	the	proportion	of	the	population	that	is	able	to	receive	particular	
interventions	 and	 the	 quality	 of	 services	 that	 they	 receive.	The	 system	 of	
purchasing	can	also	impact	on	the	UHC	objectives	indirectly	(9).	Purchasing	
arrangements	can	lead	to	the	equitable	or	inequitable	distribution	of	services	
and	this,	in	turn,	will	influence	the	utilisation	of	services	by	those	in	need	and,	
subsequently,	their	financial	protection.	For	example,	when	the	population	
is	unable	to	access	publicly	 funded	services,	 they	end	up	paying	high	out-
of-pocket	costs	 to	meet	their	health	care	needs	(10).	In	addition,	different	
purchasing	systems	provide	different	incentives	for	increasing	accountability,	
efficiency	 and	 quality.	 Arrangements	 that	 have	 a	 positive	 effect	 on	 these	
attributes	 contribute	 to	 a	 wider	 proportion	 of	 the	 population	 receiving	
quality	services	at	an	affordable	cost	(2).	
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Figure  10.1:  Purchasing and UHC  
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Purchasing of Services in Uganda

Purchasing	of	health	care	services	in	Uganda	is	done	by	a	variety	of	stakeholders	
that	 include	 the	 government,	 households,	 employers,	 donors	 and	 health	
insurance	schemes	(mainly	private	commercial	as	well	as	community-based).	
During	the	colonial	days	and	immediately	after	independence,	health	services	
in	Uganda	were	mainly	provided	through	public	hospitals	and	dispensaries.	
The	population	of	the	country	was	still	small	and	most	basic	services	were	
available	to	the	population	free	of	charge.	The	country	went	through	a	period	
of	insurgency	between	1972	and	1986.This	resulted	in	a	breakdown	of	the	
public	health	system.	During	this	period,	the	country	then	relied	mainly	on	
non-governmental	organisations	(NGOs)	who	provided	limited	coverage	of	
services	to	populations	that	they	could	reach.	Indeed	the	earliest	demographic	
and	health	surveys	conducted	reported	poor	health	outcomes.	For	example,	
maternal	mortality	stood	at	524	per	100,000	and	under-five	mortality	at	117	
per	1,000	live	births	(3).	
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In	 1986	 the	 National	 Resistance	 Movement	 (NRM)	 took	 over	 the	
government	and	began	to	rebuild	the	health	system,	and	a	series	of	reforms	
championed	by	the	World	Bank	and	the	IMF	were	embraced.	In	1999	the	
country	developed	a	minimum	health	care	package	(UMHCP)	–	a	package	
of	services	that	the	government	was	expected	to	guarantee	and	deliver	to	the	
population.	The	MHCP	is	currently	offered	through	a	network	of	public	and	
private	facilities	under	a	decentralised	health	system.	Effective	delivery	of	this	
package	is	however	hampered	by	several	inadequacies	resulting	in	inequitable	
access	to	and	utilisation	of	services	to	some	areas	and	some	target	groups	(10).	

As	a	result	of	the	challenges	in	the	provision	of	public	services,	a	significant	
proportion	of	households	in	Uganda	purchase	their	services	on	an	individual	
basis	through	out-of-pocket	(OOP)	payments	from	private-for-profit	(PFP)	
and	 private-not-for-profit	 (PNFP)	 providers.	 The	 recent	 National	 Health	
Accounts	 (NHA)	 for	 Uganda	 shows	 that	 41	 per	 cent	 of	 the	 total	 health	
expenditure	for	the	country	arises	from	direct	payments	for	health	services	by	
households	(11).	Literature	also	shows	that	a	significant	number	of	patients	
seek	 services	 from	 the	 private	 sector	 (12-14).	 These	 services	 are	 paid	 for	
through	OOP	payment	mechanisms.	OOP	mechanisms	are	largely	regressive,	
tend	to	hinder	the	utilisation	of	services	by	those	in	need	yet	have	no	cash,	
and	result	 in	 	catastrophic	payments	when	households	 incur	huge	medical	
bills	(15).	Furthermore,	the	quality	of	services	provided	by	private	facilities	
may	not	 always	be	 assured	 (16,17).	A	 significant	proportion	of	 the	direct	
payments	by	households	go	 to	 alternative	health	providers	with	 treatment	
options	that	are	less	regulated	for	optimal	benefits	to	the	population.

Donors	 also	 provide	 support	 to	 the	Government	 of	Uganda	 through	
on-	and	off-budget	 support	mechanisms.	This	support	 is	used	to	purchase	
services	through	the	public	delivery	system	and	through	NGOs	and	PNFPs.	
Lastly,	 services	 are	 also	 purchased	 in	 Uganda	 through	 community-based	
and	private	commercial	insurance	schemes.	The	health	insurance	market	in	
Uganda	has	largely	remained	small	relative	to	the	public	and	private	sectors,	
contributing	consistently	 less	 than	2	per	cent	of	health	financing,	and	 less	
than	2	per	cent	of	Ugandans	purchase	services	through	insurance.	However,	
Uganda	is	developing	a	national	health	insurance	(NHI)	scheme,	and	as	of	
end	of	2017,	the	NHIS	Bill	is	before	the	Parliament	of	Uganda	for	approval	
and	eventual	implementation.
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Aspects of Strategic Purchasing

Strategic	 purchasing	 comprises	 three	 main	 aspects:	 1)	 prioritising	 of	
interventions;	2)	 choosing	providers;	 and	3)	determining	how	 services	 are	
purchased.	

Prioritisation of interventions or services purchased

One	of	the	key	initial	steps	in	the	purchasing	process	involves	selecting	the	
package	of	interventions	that	are	to	be	provided.	For	countries	like	Uganda,	
with	major	financial	challenges,	the	priorities	that	fit	the	affordability	criteria	
are	fewer	than	the	needs	of	the	population.	One	of	the	premises	of	UHC	is	
to	ensure	that	priority	service	packages	are	identified	and	expanded	over	time	
to	reflect	the	health	needs	of	the	population.	Four	things,	therefore,	become	
particularly	important	in	the	process	of	prioritising	interventions.

v) The needs of the population 
One	 of	 the	 commonly	 used	 approaches	 to	 identifying	 the	 needs	 of	 the	
population	 is	 mapping	 the	 disease	 burden	 of	 that	 respective	 population.	
Once	 the	 disease	 burden	 has	 been	 identified,	 appropriate	 interventions	
can	 be	 provided.	 Uganda,	 like	 other	 low-	 and	 middle-income	 countries,	
is	 undergoing	 an	 epidemiological	 transition,	 with	 recent	 data	 showing	 a	
high	 burden	 of	 communicable	 and	 non-communicable	 diseases	 (NCDs).	
According	to	Uganda’s	Health	Sector	Development	Plan	(HSDP),	over	75	
per	cent	of	the	illnesses	that	lead	to	premature	death	in	the	country,	such	as	
malaria,	HIV/AIDs	etc.,	are	preventable.	Maternal,	childhood	and	perinatal	
conditions	 contribute	 a	 sizeable	 proportion	 of	 the	 burden	 of	 disease	 in	
Uganda.	Any	proposed	 interventions	 in	Uganda	must,	 therefore,	 focus	on	
these	high-burden	areas	(5).	A	high	fertility	rate	and	the	persistent	desire	by	
communities	to	have	large	family	sizes	are	prominent	drivers	of	population	
growth	and,	by	extension,	the	service	burden	and	costs	to	the	health	system.	
From	this	perspective,	interventions	to	control	unwanted	pregnancy	would	
be	high-priority	for	the	country	but	acceptability	by	the	communities	needs	
to	be	addressed.

The	 Sustainable	 Development	 Goals	 (SDGs)	 give	 prominence	 to	
the	 factors	 that	 influence	 health	 outside	 the	 health	 sector,	 implying	 that	
interventions	beyond	the	health	sector	are	required	to	tackle	such	problems	
and	 address	 the	 high	 burden	 of	 preventable	 illnesses.	 In	 line	 with	 the	
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primary	health	care	(PHC)	approach,	Uganda’s	policies,	such	as	the	National	
Development	Plan	(NDP)	and	the	Health	Sector	Development	Plan	(HSDP),	
highlight	the	role	that	different	sectors	play	in	improving	health	(18).	Indeed,	
some	steps	have	been	made	to	implement	interventions,	such	as	improving	
access	to	clean	water,	improved	road	networks,	latrines	and	universal	primary	
education	(UPE).	However,	these	interventions	are	often	implemented	in	a	
vertical	manner,	which	undermines	the	health	benefits	that	could	be	achieved	
from	 them.	 For	 example,	 while	 Uganda	 has	 several	 community-based	
workers,	they	are	responsible	for	providing	services	only	within	the	sectors	
where	they	are	employed	(sanitation,	agriculture,	health)	rather	than	across	
all	the	sectors.	The	budgeting	for	these	workers	and	interventions	is	also	often	
done	in	a	vertical	manner	rather	than	using	a	more	collaborative	approach.	

vi) Current coverage of priority interventions 
The	 current	 coverage	 of	 priority	 interventions	 also	 needs	 to	 be	 carefully	
mapped	 out	 so	 that	 underserved	 populations	 and	 geographies	 are	 more	
targeted.	 Table	 10.1	 shows	 access	 to	 a	 selected	 group	 of	 interventions	
identified	in	Uganda’s	HSDP	as	priority	interventions.	Data	on	the	regional	
distribution	of	these	 interventions	 is,	however,	 lacking,	yet	 it	 is	critical	 for	
allowing	the	districts	to	target	interventions	towards	those	who	are	in	need.

Table 10.1:  Performance against the health service outcome targets

Indicator 2014/15 2015/16 2016/17 HSDP 
target

ART	coverage 56%	 64.4% 73% 65%

HIV+	pregnant	women	not	on	
HAART	receiving	ARVs	for	
eMTCT	during	pregnancy,	labour,	
delivery	and	postpartum	

72%	
(2013/14)	

68.3% 90%	 87%

TB	case	detection	rate	(all	forms) 80%	
(2014/15)

50.7% 50% 75%

IPT2	doses	coverage	for	pregnant	
women	

53.4%
(2014/15)		

55% 54.4% 71%

Under-five	vitamin	A	second	dose	
coverage	

26.6%
(2013/14)	

28% 25.3% 60%

DPT3HibHeb3	coverage	 102.4%	
(2014/15)			

103% 99.2% 95%
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Indicator 2014/15 2015/16 2016/17 HSDP 
target

Measles	coverage	under	1	year	 90%	
(2014/15)		

96% 86.7% 92%

Contraceptive	prevalence	rate	 30% 30% 39% 39%

ANC	4	coverage 37%	 38% 37% 40%

Health	facility	deliveries	 53%	 55% 58.1% 56%

HC	IVs	offering	CEmOC	services	 33%	 36% 44.6%	
(83/186)

55%

HC	IVs	conducting	C/S 51% 62% 70.4%	
(131/186)

55%

HC	IVs	conducting	blood	transfu-
sion	

38.5%
(75/198)

40.4% 47.3%	
(88/186)

55%

Source: GOU, Annual health sector performance report 2016-2017(19)

vii)  Package of interventions to be implemented 
The	World	 Health	 Organisation	 (WHO)	 recommends	 that	 each	 country	
should	have	an	essential	health	care	package,	which	is	not	only	cost-effective	
and	affordable	to	the	country,	but	also	addresses	the	highest	burden	of	disease	
in	the	country	(2).	The	package	of	interventions	to	deliver	the	essential	health	
care	package	must	be	identified,	with	due	consideration	to	local	contextual	
issues.	Uganda	has	 a	minimum	health	 care	package	 (UNMHCP)	of	 cost-
effective	interventions	that	target	the	highest	causes	of	mortality	and	morbidity	
in	the	country.	The	UMHCP	comprises	services	that	have	been	classified	into	
four	clusters:	 (1)	health	promotion,	environmental	health	and	community	
health	initiatives;	(2)	maternal	and	child	health;	(3)	communicable	disease	
control;	and	(4)	prevention	and	control	of	NCDs,	disabilities	and	injuries,	and	
mental	health	problems	(20).	The	country,	however,	does	not	have	adequate	
resources	 to	 provide	 this	 entire	 package	 to	 the	 population.	 In	 2016/17,	
Uganda	allocated	only	8.9	per	cent	of	 the	national	budget	 to	health	 (19).	
Consequently,	the	package	of	services	provided	to	the	population	is	limited	
both	in	scope	and	coverage	(21).	Even	within	the	health	sector,	more	resources	
are	allocated	towards	curative	activities	or	the	curative	agenda,	rather	than	
preventive	activities,	yet	70	per	cent	of	the	diseases	in	Uganda	are	preventable	
(11).	This	has	resulted	 in	a	stronger	emphasis	on	the	provision	of	curative	
services	rather	than	preventive	services	(22).	Consequently,	services	such	as	
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immunisation	and	family	planning	that	not	only	key	to	preventing	maternal	
and	child	mortality,	but	also	have	wider	and	long-term	economic	dividend,	
are	still	underutilised.	Only	40	per	cent	of	children	in	urban	areas	and	35	
per	cent	of	children	in	rural	areas	received	all	age	appropriate	vaccinations	
while	the	unmet	need	for	family	planning	among	married	women	in	Uganda	
stands	at	28	per	cent	(23).	Furthermore,	interventions	that	are	provided	in	the	
country	are	heavily	reliant	on	and	influenced	by	funding	from	development	
partners.	Donor	funds	are	quite	often	earmarked	and	spent	on	a	few	disease	
specific	programmes	(especially	HIV,	malaria	and	tuberculosis),	leaving	the	
larger	disease	agenda	without	enough	funding	and	resources.	The	earmarking	
of	donor	funds,	therefore,	undermines	the	government’s	efforts	at	focusing	
on	key	national	priorities.	

Lastly,	 the	 increasing	costs	of	new	 interventions	 is	another	 factor	 that	
is	further	constraining	the	budget	for	funding	these	intervention	packages.	
This	has	arisen	with	advancements	in	technology	that	has	brought	to	the	fore	
new	medicines	and	vaccines,	as	well	as	alternative	medical	procedures	and	
interventions.	These	have	been	added	to	the	routine	service	delivery	systems,	
sometimes	 without	 adequate	 assessment	 of	 the	 cost-effectiveness	 of	 these	
new	technologies,	medicines,	vaccines	and	procedures	–	resulting	in	what	is	
referred	to	as	“medical	inflation”.	

viii)  Capacity of the country to deliver priority interventions 
Even	 when	 new	 and	 priority	 interventions	 are	 identified	 and	 proposed,	
for	 their	 successful	 implementation,	 the	 country	 needs	 to	 have	 adequate	
capacity,	 including	 earmarking	 sufficient	 resources	 for	 service	 delivery.	
However,	Uganda,	like	many	low-	and	middle-income	countries	(LMICs),	
does	not	have	 adequate	 capacity	 to	offer	 the	 required	 services.	The	health	
system	in	Uganda	is	marred	by	several	inadequacies	that	include	inadequate	
human	resources	for	health,	 low	health	worker	motivation,	absenteeism	of	
health	workers,	drug	stock-outs,	poor	health	worker	attitudes	and	skills	as	
well	as	 inadequate	 infrastructure	(19,	24,	25).	While	 the	WHO	estimated	
that	 governments	need	 to	 spend	at	 least	10-15	per	 cent	of	 their	GDP	on	
health	 to	 achieve	 UHC,	 Uganda	 spent	 only	 7	 per	 cent	 of	 its	 GDP	 on	
health	 in	 2014	 (8).	 Poor	 allocative	 efficiency	 in	 the	 distribution	 of	 these	
funds	worsens	 the	 situation.	The	NHA	for	2012	 showed	 that	at	 least	half	
of	 the	 current	health	 expenditure	 is	 at	 hospital	 level	 and	 yet	 the	majority	
of	the	population	utilise	services	at	lower-level	facilities	(11).	More	funding	
needs	to	be	allocated	to	 lower-level	 facilities	 that	 serve	the	majority	of	 the	
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population.	The	 infrastructure	 for	 service	delivery	 is	 also	 inadequate	 (26).	
Inadequacies	 in	service	delivery	also	arise	 from	wastage.	One	of	 the	major	
sources	of	wastage	arises	from	medicines	and	technology.	Lack	of	diagnostic	
equipment	often	results	in	presumptive	treatment	of	patients,	with	treatment	
being	 administered	 to	 patients	 who	 do	 not	 need	 treatment.	 Purchase	 of	
equipment	that	cannot	be	maintained	locally	and	poor	maintenance	practices	
also	result	in	frequent	breakdowns	and	loss	of	resources	(27).	Another	source	
of	wastage	arises	 from	poor	harmonisation	and	 implementation	of	vertical	
donor	programmes,	which	leads	to	duplication	of	services,	weakening	of	the	
health	system	and	high	administrative	costs.	Reducing	the	above-mentioned	
inadequacies	will	 require	 increased	 funding	 for	health	as	well	 as	 improved	
public	sector	management	of	funds	with	the	strengthening	of	accountability	
and	public	finance	management	systems	so	as	to	enhance	value	for	money	
and	reduce	corruption	(10,	28).	

Choosing Service Providers

Once	 an	 appropriate	mix	 of	 interventions	 is	 selected,	 an	 appropriate	mix	
of	providers	is	then	required	to	deliver	these	interventions	to	the	intended	
beneficiaries	 in	a	manner	that	 is	responsive	to	their	 individual	needs.	It	 is,	
therefore,	important	to	map	the	type	of	providers	available,	the	services	they	
provide	 and	 their	 competitive	 advantage,	 and	 then	 purchase	 the	 required	
services	as	well	as	ensure	efficient	and	quality	delivery.	 	Health	services	are	
often	organised	in	three	main	ways:	1)	hierarchical	bureaucracies;	2)	 long-
term	contractual	arrangements	with	varying	degrees	of	market	control;	and	
3)	direct	market-based	interactions	between	patients	and	providers.	

Public provision

Public	services	in	Uganda	are	provided	through	a	hierarchical	bureaucratic	
arrangement	 under	 a	 decentralised	 system	 of	 governance.	 Primary	 care	
services	 are	provided	by	 a	network	of	 facilities	 that	 include	health	 centres	
(HC)	 I,	 II	 and	 III,	 while	 more	 specialised	 services	 are	 provided	 by	 HC	
IVs,	general	hospitals,	regional	referral	hospitals	and	tertiary	hospitals.	The	
lower	levels	of	facilities	are,	however,	unable	to	provide	the	full	package	of	
services,	with	the	full	UNMHCP	being	available	only	at	higher-level	facilities	
(HC	IV	and	above)	(21).	This	results	in	reduced	accessibility	to	services.	To	
minimise	 this	effect,	Uganda	needs	 to	 improve	 its	 referral	 system.	Uganda	
recently	developed	a	national	ambulance	service,	although	it	is	yet	to	be	fully	
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functional.	 An	 effective	 referral	 system	would	 reduce	 the	 need	 to	 provide	
specialised	 services	 at	 lower-level	 facilities	 while	 ensuring	 that	 patients	
who	require	specialised	care	are	able	to	get	the	care	they	require	in	a	timely	
manner.	This	calls	for	investment	in	providing	adequate	ambulance	services	
and	a	communication	system	in	addition	to	improving	the	management	of	
the	existing	referral	networks.	As	reflected	in	Fig	12.8,	referral	facilities	such	
as	HC	IVs	lack	the	capacity	for	blood	transfusion	and	many	do	not	have	the	
vital	capacity	to	provide	services	such	as	C-sections.	

Contractual provision

Long-term	 contractual	 arrangements	 with	 private-for-profit	 providers	 and	
NGOs	are	also	used	 to	provide	 services.	Uganda	has	a	 significant	number	
of	private-not-for-profit	(PNFP)	providers	who	play	a	key	role	in	providing	
services	 to	 rural	populations.	The	government	provides	a	 subsidy	 to	many	
of	 these	 facilities	 to	 expand	 provision,	 especially	 for	 the	 rural	 poor	 (29).	
Recent	evidence	shows	that	many	of	these	faith-based	facilities	are	struggling	
to	meet	their	running	costs,	which	can	no	longer	be	maintained	by	donor	
contributions	and	user	charges	(30).	Whereas	communities	that	are	served	
primarily	 by	 PNFP	 providers	 experience	 some	 financial	 difficulties	 when	
accessing	services,	where	they	are	the	main	providers,	their	collapse	may	lead	
to	loss	of	service	coverage	for	these	communities.	The	government,	therefore,	
needs	to	map	out	areas	that	are	served	predominantly	by	private	providers	
so	that	it	can	provide	appropriate	subsidies	and	incentives	to	maintain	and	
expand	coverage	through	contractual	arrangements.	

Funds	 from	 development	 partners	 are	 also	 used	 to	 purchase	 services	
through	NGOs	using	short-term	or	relational	contracts.	Such	relationships	
allow	 the	provision	of	 services/	 interventions	 that	 are	often	 lacking	 in	 the	
public	system,	such	as	antiretroviral	therapy	(ART),	prevention	services	for	
NCDs	or	services	for	special	populations,	such	as	sex	workers.	They,	therefore,	
meet	a	critical	need	and	allow	increased	coverage	to	vulnerable	population	
groups.	Such	synergies	between	government	and	donor	programmes	should	
be	promoted	by	clearly	identifying	areas	where	each	player’s	capacity	can	be	
leveraged.	For	example,	in	addition	to	the	above,	donors	can	contribute	to	
meeting	the	capital	development	costs	of	major	health	system	projects	while	
the	government	meets	the	recurrent	costs.
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Market-based provision 

Direct	 market-based	 interactions	 between	 patients	 and	 providers	 are	
commonly	used	 to	purchase	 services	 from	the	private	 sector.	The	majority	
of	 minor	 illnesses	 are	 covered	 through	 modern	 and	 traditional	 market-
based	 approaches	 with	 direct	 out-of-pocket	 payments.	The	 growth	 of	 the	
private	sector,	especially	in	urban	and	peri-urban	settings,	has	generally	been	
attributed	to	the	limitations	experienced	in	public	provision,	and	it	is	thus	
an	 indication	 of	 the	 expanding	 market-based	 model.	 Close	 collaboration	
between	 the	 government	 and	 the	 providers	 in	 the	market-based	model	 is	
vital	to	ensure	services	of	good	quality	and	value	for	money.	The	government	
can	subsidise	consumers	through	the	provision	of	service	vouchers	and	other	
similar	 tools	 to	 expand	 coverage	 of	 market-based	 provisions	 and	 ensure	
affordability	to	the	population	(31).	

Community-level health production

As	noted	in	the	previous	section,	the	provision	of	preventive	services	has	not	
been	optimal.	Although	the	government	has	a	community	health	strategy	–	
with	the	structure	of	Village	Health	Teams	(VHTs)	–	the	implementation	of	
the	strategy	has	been	constrained	by	several	factors.	These	include	inadequate	
funding	for	operational	costs	and	remuneration	of	the	VHTs,	lack	of	training,	
and	supervision.	In	addition,	the	linkage	between	the	VHTs	and	the	formal	
health	system	has	been	weak.	This	has	affected	the	successful	promotion	of	
health	actions	and	disease	prevention	–	especially	where	the	financing	should	
be	 aimed	 at	 supporting	 communities	 to	 undertake	 activities	 that	 improve	
their	own	health. The	government	is	in	the	process	of	piloting	a	new	cadre,	
the	 community	 health	 extension	 workers	 (CHEWs),	 who	 are	 supposed	
to	 further	 strengthen	 the	promotion	 and	preventive	 services	 (18).	Careful	
planning	and	implementation	of	this	strategy	is	critical	for	strengthening	and	
financing	of	community	level	actions	that	improve	health.	

Determining How Services Are Purchased

Governments	have	a	key	role	 to	play	 in	terms	of	ensuring	that	 there	 is	an	
appropriate	 regulatory	 framework	 and	 guidance	 for	 key	 stakeholders	 to	
guarantee	that	public	health	priorities	are	considered	in	resource	allocation	
and	purchasing	choices.	Purchasers,	on	the	other	hand,	need	to	ensure	that	
population	needs	are	identified	and	providers	are	held	accountable	to	meet	
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these	needs	(32).	Countries,	therefore,	need	to	have	an	appropriate	mix	of	
organisational	 structures,	 institutional	 arrangements	 and	 incentives	 if	 they	
are	 to	 provide	 the	 right	mix	 of	 services	 that	 will	meet	 the	 needs	 of	 their	
populations	(2).	The	structures	and	incentives	required	would	vary	depending	
on	how	service	delivery	is	organised	(2).	In	deciding	purchasing	mechanisms,	
the	following	key	areas	are	critical:	 

i) Ensuring quality services.	 Mechanisms	 that	 ensure	 that	 providers	 offer	
quality	services	are	required.	A	sizable	proportion	of	households	purchase	
their	 services	 through	 direct	market-based	 interactions	 and	 pay	 for	 their	
services	 through	 out-of-pocket	 expenditure	 (11).	 In	 this	 case	 the	 clients	
are	 the	 ones	 who	 choose	 the	 services	 that	 they	 would	 like	 to	 purchase.	
According	 to	 the	principal	 agency	 theory,	 the	 clients	 (principal)	may	not	
be	in	a	position	to	determine	what	they	require	and	they,	therefore,	depend	
on	the	agents	(health	providers)	 to	choose	for	them	the	most	appropriate	
services.	To	minimise	exploitation	by	health	care	providers,	countries	need	
to	have	strong	regulatory	systems	that	will	monitor	both	the	type	and	quality	
of	 services	provided	to	the	clients.	This	can	be	done	through	professional	
councils	as	well	as	through	bodies	that	are	mandated	to	monitor	the	services	
delivered.	 Licensing	 of	 the	 providers’	 organisations/institutions	 needs	
to	 be	 controlled	 by	 professional	 councils	 that	 have	 the	 required	 capacity	
and	 autonomy.	 Uganda	 currently	 does	 not	 have	 an	 accreditation	 body.	
This	 function	 is	 therefore	 largely	 done	 by	 district	 health	 teams,	 who	 are	
responsible	for	supervision	of	both	public	and	private	facilities.	These	district	
health	teams	are,	however,	often	unable	to	provide	adequate	monitoring	of	
services.	They	 are	 also	 constrained	by	political	 interference.	The	Catholic	
Medical	Bureau,	however,	offers	significant	oversight	and	capacity-building	
to	the	institutions	that	are	under	it.	Lastly,	functional	accountability	systems	
can	 also	 ensure	 that	 providers	 are	 held	 accountable	 to	 provide	 quality	
services.	Within	the	health	facilities,	health	management	boards	and	health	
management	committees	are	expected	to	play	this	role.	However,	many	of	
the	committees	are	not	functional,	whereas	where	they	are	functional,	this	
role	 is	 not	 performed	 as	well	 as	 expected.	 Similarly,	 reward	 and	 sanction	
systems	that	are	supposed	to	help	enhance	appropriate	behaviour	by	health	
workers	are	also	largely	inactive	in	many	facilities.	Citizen	and	community	
scorecards	are	also	being	used	as	a	mechanism	to	promote	accountability.	
However,	this	is	still	on	a	small	scale.	
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ii) Promoting efficient provision of services.	Payment	methods	for	providers	
also	influence	the	quality,	efficiency	and	cost	at	which	services	are	provided.	
Different	 types	of	payment	methods	are	used	 to	pay	 the	providers.	These	
include	 fee	 for	 service,	 capitation,	 diagnostic-related	 groups	 and	 line	
item	 budgets.	 In	 Uganda,	 line	 item	 budgets	 are	 often	 used.	 While	 line	
item	 budgets	 are	 useful	 for	 containing	 costs,	 they	 often	 do	 not	 provide	
an	 incentive	 for	 improving	 quality	 or	 efficiency.	 On	 the	 other	 hand,	
methods	 such	 as	 capitation	 and	 diagnostic-related	 groups	 are	 applauded	
for	 their	ability	 to	promote	efficiency	and	control	costs.	Fee	 for	 service	 is	
often	easy	to	use,	especially	under	contracting	arrangements,	but	its	main	
disadvantage	is	its	tendency	to	promote	over-provision	of	services,	in	some	
cases	with	reduced	attention	to	the	quality	of	the	services	provided.	It	also	
requires	more	 sophisticated	 administrative	 systems	 for	 successful	 delivery.	
In	Uganda,	services	purchased	by	the	Government	of	Uganda	are	provided	
through	 a	 network	 of	 public	 and	non-profit	 private	 facilities.	The	public	
facilities	receive	annual	budget	allocations	for	meeting	their	inputs.	Funds	
are	disbursed	quarterly	 to	 the	health	 facilities	and	monthly	 in	 the	case	of	
wages	 to	 the	providers	 (paid	 through	 salaries).	No	public	health	 facilities	
charge	 official	 user	 fees	 except	 in	 private	wings	 of	 referral	 hospitals	 (20).	
Services	purchased	out	of	pocket	are	paid	through	a	fee-for-service	system.	
When	 development	 partners	 contract	 different	 providers,	 then	 contracts	
that	specify	the	type	of	service	to	be	provided	and	the	method	of	payment	
are	agreed	upon.	The	payment	system	used	by	the	government	provides	job	
security	for	its	workers,	which	is	important	for	promoting	job	satisfaction	
(33).	 However,	 it	 does	 not	 give	 an	 incentive	 to	 improve	 efficiency	 and	
quality.	The	Institute	of	Health	metrics	showed	that		facilities	in	Uganda	had	
lower	efficiency	(31	per	cent)	compared	to	facilities	in	Kenya	(41	per	cent)	
and	Zambia	(42	per	cent)	(34).	Improving	the	efficiency	with	which	services	
are	provided	can	reduce	absenteeism,	wastage	and	corruption	and,	therefore,	
allows	services	to	be	provided	to	more	people	in	need.	Accountability	and	
public	finance	management	systems	also	need	to	be	strengthened	to	enhance	
value	for	money	and	reduce	corruption	(10,	28).

Although	the	evidence	base	for	performance-based	payment	(PBF)	in	LMICs	
is	still	inconclusive	(35-37),	recent	evidence	shows	that	performance-based	
payment	methods	have	the	potential	to	improve	accountability,	strengthen	
stewardship,	 and	 improve	 allocative	 efficiency	 and	 productivity	 of	 health	
workers	(38-40).	PBF	approaches	are,	however,	faced	with	several	challenges	
that	include	delayed	reimbursement	to	providers,	gaming	by	health	providers	
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and	 neglect	 of	 services	 that	 are	 not	 funded.	 The	 current	 service	 delivery	
system	in	Uganda	uses	informal	pricing	and	a	system	based	on	subsidies.	The	
true	cost	of	many	interventions	is,	therefore,	not	known.	As	public	private-
partnership	expands	in	Uganda,	we	need	to	purchase	more	services,	but	we	
also	need	to	know	the	cost	of	these	services.	It	is,	therefore,	necessary	for	the	
country	to	build	capacity	in	the	area	of	costing	and	economic	evaluation.	

Over	 the	 last	 two	 decades,	 results-based	 financing	 (RBF)	 mechanisms	
have	 emerged	 as	 a	means	 to	 improve	 the	 performance	 of	 health	 systems.	 By	
definition,	RBF	refers	to	“a	cash	payment	or	non-monetary	transfer	made	to	a	
national	or	sub-national	government,	manager,	provider,	payer	or	consumer	of	
health	services	after	predefined	results	have	been	attained	and	verified.	Payment	
is	 conditional	 on	 measurable	 actions	 being	 undertaken.	 RBF	 is	 an	 umbrella	
term	 for	 a	number	of	 approaches	 that	 involve	 linking	 retrospective	payments	
to	the	achievement	of	quantitative	or	qualitative	indicators.		RBF	has	been	used	
synonymously	 with	 pay	 for	 performance	 (P4P),	 performance-based	 payment	
and	 performance-based	 incentives	 (PBI).	 In	 principle,	 RBF	 arrangements	
are	 characterised	 by	 the	 following:	 1)	 use	 of	 either	 financial	 or	 non-financial	
incentives	or	both	that	are	directed	towards	either	service	providers,	beneficiaries	
or	both;	2)	delivery	of	results	rewarded	after	verification	usually	done	by	a	third	
party;	and	3)	contractual	arrangements	that	embody	the	targets	and	incentives.	
There	are	different	forms	of	pay	for	performance:	performance-based	financing	
(PBF);	performance-based	contracting	(PBC);	cash	on	delivery	(COD);	output-
based	aid	(OBA);	conditional	cash	transfers;	vouchers;	and	performance-related	
payments	(PRPs).	In	PBF,	the	principal	is	the	purchaser	–	the	party	setting	targets	
and	buying	results	from	the	providers	in	specific	geographical	catchment	areas.	
The	agent	is	the	provider	–	responsible	for	developing	innovative	strategies	and	
implementing	activities	that	will	improve	the	volume	and	quality	of	services	and	
achieve	the	agreed-upon	health	targets	or	goals	efficiently.	There	may	also	be	an	
intermediary	controller	between	these	two	parties	who	establishes	and	oversees	
adherence	to	rules	and	regulations.

Lastly,	 efficient	 and	 effective	 use	 of	 these	 purchasing	 approaches	
requires	that	a	country	is	able	to	achieve	the	following:	specification	of	the	
deal	 (service	package	and	quality);	adequate	 funds	 to	pay	 for	 the	package;	
adequate	capacity	of	agents	to	service	the	deal	(HRH,	technology,	coverage);	
prices	for	compensation	of	the	providers	(provider	utility);	effective	demand	
by	beneficiaries;	information	and	auditing	of	service	utilisation;	and	timely	
payments	of	agents.
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Programme and Policy Implications for Enhancing Strategic 
Purchasing of Health Services in Uganda

Uganda	needs	to	move	away	from	using	mainly	passive	purchasing	methods	
to	more	strategic	purchasing	methods	with	evidence-based	selection	of	the	
services,	volume	and	provider	mix.		To	this	effect,	the	following	areas	need	
to	be	looked	at:

Prioritising interventions 

1.	 Uganda	does	not	have	adequate	funds	currently	to	provide	universal	
access	to	its	minimum	health	care	package.	The	Ministry	of	Health	
should	develop	 a	 road	map	 for	 the	phased	 implementation	of	 the	
minimum	health	care	package,	given	its	size	and	the	resources	avail-
able	to	the	health	sector.	Initially,	more	attention	should	be	given	to	
conditions	that	contribute	the	highest	burden	of	disease	(prematu-
rity,	pneumonia,	diarrhoea,	malaria	and	perinatal	conditions).	

2.	 Provision	of	universal	 access	 to	 the	 agreed	 service	package	will	 re-
quire	increased	allocation	of	resources	to	the	health	sector.	Increased	
allocation	of	 funds	 to	 the	sector,	however,	 should	be	accompanied	
by	improved	public	sector	management	of	funds	with	the	strength-
ening	of	accountability	and	public	finance	management	systems	so	
as	to	enhance	value	for	money	and	reduce	corruption.	Donor	funds	
should	also	be	used	 to	 fund	key	priority	 services	 identified	by	 the	
country	rather	than	being	earmarked	for	a	few	priority	diseases.

3.	 To	expand	the	population	that	is	covered,	special	targeting	of	vulner-
able	groups	that	are	currently	underserved	is	necessary.	This	may	in-
clude	the	use	of	demand	and	supply	side	programmes	(e.g.	targeted	
vouchers	and	performance-based	payments)	that	allow	the	targeting	
of	such	vulnerable	groups.	

Choosing providers

1.	 According	to	the	NHA,	more	funds	are	allocated	to	hospitals	com-
pared	to	lower-level	health	centres.	The	central	government	should	
allocate	more	 funds	 	 to	 lower-level	 facilities	where	 the	majority	of	
the	population	seek	care. This	will allow	functionalisation	of	exist-
ing	 lower-level	health	centres.	The	central	government	 should	also	
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progressively	allocate	more	funding	for	preventive	services.	Approxi-
mately	75	per	cent	of	the	disease	burden	responsible	for	premature	
mortality	 in	 Uganda	 is	 preventable.	 In	 addition,	 the	 burden	 of	
NCDs	is	steadily	increasing.	However,	allocation	of	funding	favours	
curative	care.	

2.	 The	local	governments	should	pay	more	attention	to	the	organisa-
tion	of	the	delivery	of	preventive	services	through	the	VHTs	and	the	
planned	community	extension	health	workers.	Furthermore,	multi-
sectoral	planning	and	the	implementation	of	interventions	that	pro-
mote	benefits	beyond	health	should	also	be	enhanced.

3.	 The	central	and	local	governments	should	work	with	development	
partners	to	strengthen	the	referral	system	so	as	to	increase	the	pro-
portion	of	the	population	that	is	able	to	access	services	that	are	not	
available	at	lower-level	health	facilities.	

Determining how services are purchased

1.	 The	 central	 government	 should	 consider	 using	 a	 combination	 of	
input-based	 and	 results-based	payment	methods. Though	 the	 cur-
rent	 payment	 system	 for	 providers	 is	 useful	 for	 cost	 containment,	
it	 does	not	 give	 an	 incentive	 for	 improving	quality	 and	 efficiency.	
The	results-based	payment	methods	will	provide	 incentives	 for	the	
providers	to	improve	the	quantity,	efficiency	and	quality	of	services	
that	they	provide.	In	addition,	they	can	also	be	used	to	strengthen	
the	provision	of	priority	services	such	as	preventive	services.	Further,	
they	will	strengthen	provider	accountability	for	the	services	that	they	
provide.	However,	attention	must	be	paid	to	putting	in	place	the	in-
stitutional	arrangements	required	for	measuring	and	verifying	the	re-
sults	as	well	as	ensuring	timely	payment	of	providers.	Health	system	
strengthening	and	capacity-building	should	also	be	undertaken	prior	
to	the	initiation	of	a	results-based	payment	approach	to	ensure	that	
facilities	that	are	contracted	are	able	to	provide	the	required	services.	

2.	 The	central	and	local	governments	should	strengthen	the	coordina-
tion	of	donor	funds	and	programmes	at	national	and	district	levels	so	
as	to	promote	more	effective	service	delivery. Development	partners	
provide	a	significant	amount	of	services	through	NGOs.	More	har-
monisation	and	coordination	will	aid	in	reducing	the	fragmentation	
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of	financing	pools,	wastage	and	duplication	by	maximising	the	syn-
ergies	that	exist	between	the	public	and	the	private	sectors,	leading	
to	more	efficient	delivery	of	quality	services	 to	a	wider	population	
that	is	in	need.	

3.	 The	structures	for	support	supervision	and	monitoring	of	providers	
at	the	national	and	local	levels	need	to	be	strengthened	to	ensure	that	
the	services	provided	are	of	the	required	quality.	Although	Uganda	
has	 a	 purchaser-provider	 split	 in	which	 the	 central	 government	 is	
the	purchaser	of	services	and	the	local	government	is	the	provider,	
there	is	a	weak	monitoring	system	in	place	to	ensure	that	the	services	
provided	meet	the	required	standards.	This	needs	to	be	strengthened	
through	capacity-building	and	the	use	of	approaches	that	promote	
accountability	and	of	evidence	for	decision-making.	Institutionalisa-
tion	of	existing	scorecards,	such	as	the	reproductive	maternal	neona-
tal	and	child	health	scorecard,	is	one	of	the	approaches	that	should	
be	promoted.	
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