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ABSTRACT

Embodied in the goals of universal health coverage (UHC) are societal norms about ethics, equity,
solidarity, and social justice. As African countries work toward UHC, it is important for their
governments to use all available resources, knowledge, and networks to continue to bring this
goal closer to reality for their populations. The Strategic Purchasing Africa Resource Center (SPARC)
was established in 2018 as a “go-to” source of Africa-based expertise in strategic health purchasing,
which is a critical policy tool for making more effective use of limited funds for UHC. SPARC
facilitates collaboration among governments and research partners across Africa to fill gaps in
knowledge on how to make progress on strategic purchasing. The cornerstone of this work has
been the development and use of the Strategic Health Purchasing Progress Tracking Framework to
garner insights from each country’s efforts to make health purchasing more strategic. Application of
the framework and subsequent dialogue within and between countries generated lessons on
effective purchasing approaches that other countries can apply as they chart their own course to
use strategic purchasing more effectively. These lessons include the need to clarify the roles of
purchasing agencies, define explicit benefit packages as a precondition for other strategic purchas-
ing functions, use contracting to set expectations, start simple with provider payment and avoid
open-ended payment mechanisms, and use collaborative rather than punitive provider perfor-
mance monitoring. SPARC has also facilitated learning on the “how-to” and practical steps countries
can take to make progress on strategic purchasing to advance UHC.
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Introduction to” source of Africa-based expertise in strategic pur-
chasing, which is a critical policy tool that govern-
ments can use to make more effective use of limited
funds for UHC. SPARC is hosted by Amref Health
Africa® with technical support from Results for
Development (R4D) and the engagement of
a growing network of Africa-based institutions®.
A core aim of SPARC is to strengthen strategic pur-

chasing knowledge, expertise, and institutional capa-

Universal health coverage (UHC) means ensuring that
all people have access to the health services they need
without risk of financial hardship."' Embodied in the goal
of UHC are societal norms about ethics, equity, solidar-
ity, and social justice.” In practical terms, the journey
toward UHC requires financial commitments from gov-
ernments, investments in human resources and health

infrastructure, political negotiation and tradeofts, and
stakeholder coalitions. As governments in Africa face
major challenges to meeting their UHC commitments
—including, most recently, the health and economic
crises brought by the COVID-19 pandemic, global infla-
tion, and supply chain disruptions—it is more important
than ever for them to use all available resources, knowl-
edge, and networks to continue to bring UHC closer to
reality for their populations.

The Strategic Purchasing Africa Resource Center
(SPARC) was established in 2018 with funding from
the Bill & Melinda Gates Foundation to serve as a “go-

city in Africa to advance UHC.

Strategic purchasing requires deliberately direct-
ing health funds to priority populations, interven-
tions, and services. It involves actively creating
incentives so funding is used equitably and effi-
ciently and in alignment with population health
needs; using information to determine which health
services to cover with public funds; selecting provi-
ders to deliver those services; and defining how and
how much to pay those providers.* The evidence on
what it means to make health purchasing strategic
has grown tremendously over the past two
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decades.”'* Expertise and practical experience
implementing health purchasing approaches have
also grown considerably, globally and in Africa.
However, this growing body of evidence and experi-
ence has not been adequately captured to build
a practical knowledge base about how to create the
enabling systems, policies, and processes for this
technically complex and politically challenging
endeavor, particularly in Africa.

SPARC has facilitated collaboration among gov-
ernment institutions and technical partners across
Africa to bring together the considerable experience
and expertise on the continent to fill these practical
knowledge gaps through research and evidence gen-
eration; real-time learning from policy dialogue,
design, and implementation; and collaborative learn-
ing among African countries. The cornerstone of this
learning has been the development and use of the
Strategic Health Purchasing Progress Tracking
Framework to map and gain insights from each coun-
try’s efforts to improve strategic purchasing
(Figure 1)."'>'® Application of the framework and
subsequent dialogue and deliberations within and
between countries engaged with SPARC have gener-
ated lessons that other countries can use as they chart
their own course to use strategic purchasing more
effectively to advance their UHC goals. In this paper,
we summarize the key lessons that have emerged from
SPARC’s learning agenda.

* Public Interest mandate and  + Autonomy and authority

Lessons from Africa on Strategic Health
Purchasing

Four core purchasing functions are involved in allocating
funds to service providers: benefits specification, contract-
ing arrangements, provider payment, and performance
monitoring (Figure 1).' These functions are carried out,
either implicitly or explicitly, in any government health
financing system no matter how it is organized (e.g., gov-
ernment budget financing or national health insurance).”
When they are designed to work together to achieve health
system objectives and are facilitated by supportive govern-
ance structures, they become the “engine” of strategic
purchasing. This can be true in any system, regardless of
the level of resources or capacity.'>'”

The following lessons from the SPARC learning
agenda can help countries build that engine of strategic
purchasing:

Define Clear Roles and Responsibilities for
Purchasing Agencies

Purchasers need explicit institutional mandates for car-
rying out purchasing functions, with clear roles and
clear relationships between institutions to reduce over-
laps or gaps in the core purchasing functions.'>'®'? Also
critical is a regulatory environment that supports the
core purchasing functions and strategic resource alloca-
tion decisions. This is particularly important in

strategic objectives of the of purchasers and + Legal and regulatory + Share of total health
purchasing agency providers environment expenditure flowing
+ Decision-making roles, rules, + Data and information + Public financial through the system
and processes management systems management systems + Market structure and
* Oversight, accountability, and + Budget constraints and and rules power of providers
Governance particip mar External + Share of population * Capacity of providers
Arrangements  + Market structure of Factors covered
purchasers
B e e e S e i
[SEaEasst s

Core Purchasing Functions

Specifying covered services and medicines and
Benefits
specification where they can be accessed, cost-sharing policies,
and service delivery standards

Selecting public and/or private providers to deliver k
services in the benefit package and entering into
contracts with them, specifying the terms and
conditions in the contracts and enforcing the
contracts

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

Assessing provider performance, providing

feedback for improvement, and carrying out system-
level analysis of utilization, quality, and so forth to
inform purchasing decisions )

Contracting
arrangements

Performance

monitoring

This can lead to progress on intermediate

Purchasers
have leverage
to directly
influence:

/
(/) Resource
allocation

(;{ Incentives

(\2\/ Accountability

Figure 1. Strategic health purchasing progress tracking framework.

objectives for universal health coverage (UHC):
Equity in resource distribution
Efficiency
Transparency and accountability

And achievement of long-term UHC goals:

Utilization relative to need
Financial protection and equity in financing

Quality



countries with multiple schemes that operate concur-
rently, and more than one agency involved in purchas-
ing. Fragmentation can be further reduced by unifying
information systems to provide an integrated view of all
schemes, link information across programs and patients,
and harmonize how core purchasing functions are car-
ried out across schemes.* Many African countries have
yet to effectively integrate health information systems at
all levels of care and ensure interoperabilityzo; this limits
the availability of data and evidence to make timely
decisions and results in duplicative data collection by
health facilities.”"?

Benefits Specification is a Pre-condition for
Contracting and Provider Payment to Work Well

All the countries engaged with SPARC define
a package of services and medicines that are covered
by pooled government funds.'” This essential benefit
package is then adapted by other schemes in the
country. However, the package is generally defined
broadly and is not well matched to available
resources.” Strategic purchasing requires that the ben-
efit package be explicit and serve as the basis for
contracts between purchasers and providers.'®'® The
benefit package becomes an even more strategic tool
when it includes clear expectations, rules, and obliga-
tions for providers, in the form of service delivery
standards and gatekeeping requirements, and when it
includes links to clinical guidelines.'>*' It can also
serve as the foundation for capacity development for
providers that fall short of expectations. Furthermore,
when the benefit package is clear and explicit, provi-
der payment can be linked to delivery of services in
the package and provider performance, in what is
known as output-based payment.”'>'>17?

Use Contracting Arrangements to Set Expectations
and Ensure Accountability

Contracting is a powerful tool to communicate to pro-
viders what is expected of them, including standards for
service delivery and quality of care. Contracting is also
important for holding providers accountable for achiev-
ing set quality benchmarks.'>'*'®!” Contracting is rele-
vant not only for insurance-based systems but also
schemes financed by the government budget; it should
include clear standards for accreditation and inclusion
of providers, expectations for capacity, and accountabil-
ity for use of resources and quality of care.'>*>** The
role of private-sector providers in providing essential
health services (including primary health care) in low-
and middle-income countries is well documented.>> "
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Contracting can be a means to increase participation of
the private sector and increase the range of providers
that beneficiaries can access.”"*

Start with Simple Provider Payment Mechanisms

Most of the countries engaged with SPARC have moved
toward output-based payment in at least a subset of finan-
cing schemes, but they still mostly rely on fee-for-service
payment, which is frequently accompanied by inefficien-
cies, cost escalation, and administrative burdens.”"'%!¢33

Bundling provider payment for primary health care,
such as by using capitation payment, may be a first step
to improving equity and efficiency in resource
allocation.”'*'***> Open-ended fee-for-service payment
may be easy to set up, but it can quickly become burden-
some, expensive, and difficult to move away from later
on. 3435

All provider payment mechanisms—fee-for-service,
capitation, line-item budgets, global budgets, per-day pay-
ments, diagnosis-related groups, and case-based payment
—have pros and cons.”’ Using blended payment
mechanisms to balance incentives within and between
levels of care and types of services is often necessary to
achieve service delivery objectives while managing costs.>®
The countries engaged with SPARC have made some
progress in this area, but they have yet to make full use
of blended payment systems.'” Furthermore, the high
degree of fragmentation in health financing in these coun-
tries means that many providers receive revenue from
multiple financing streams with different payment meth-
ods and different, sometimes conflicting, incentives.'*
Consolidating and channeling payments through one
allocation system, such as capitation for primary care,
can mitigate fragmentation and thereby reduce the dis-
parate and conflicting incentives to health providers due
to multiple provider payment methods.'**”*®

Finally, for payment incentives to be effective, provi-
ders need managerial and financial autonomy to
respond to them and to budget, plan, and use their
resources to address local priorities.">'”'® This auton-
omy needs to be balanced with accountability as well as
managerial capacity. Adapting public financial manage-
ment (PFM) rules to allow funds to directly reach front-
line providers and increase the financial autonomy of
those providers can increase the effectiveness of health
purchasing levers and improve budget execution.”

Focus on Collaborative Rather than Punitive
Performance Monitoring

Defining benchmarks in contracts and linking them to
performance monitoring of health providers can help
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build a culture of improvement and accountability.'>'®
When designed well, performance monitoring systems
can improve and strengthen all other purchasing func-
tions. Rather than focus only on sanctions and penalties
for poor performance, performance monitoring systems
should support health providers’ capacity development
and inform human resource and infrastructure invest-
ment plans to improve the quality of care overall.'>'”*

“How-to”—Practical Steps Countries Can Take
to Improving Strategic Purchasing

The lessons described in the previous section reveal the
following insights on the steps to improving strategic
purchasing.

Map the Journey

Strengthening health financing systems and embedding
effective strategic purchasing measures to advance UHC
is a long-term process that requires a path with incre-
mental steps in the right direction as well as learning and
adaptation along the way. Establishing a vision and
a context-appropriate pathway to achieve that vision
can help guide countries through the complex decisions
and trade-offs along the way.

Ghana, one of only a handful of African countries
that has achieved significant progress toward UHC
through a national health insurance system,*"** has
taken incremental steps to improve coverage and
expand access to health services since 2003. Figure 2
provides a snapshot of the major milestones in the
country’s progress related to strategic purchasing. This
progress has been made possible through a vision laid
out in the National Health Insurance Scheme legislation
of providing equitable access to comprehensive essential
health care for the entire population with financial risk

“Cash and National New provider
Carry” Health payment
model with Insurance methods
user fees Scheme introduced
established

% of population covered

protection and step-by-step strategic purchasing
improvements to enhance implementation of the
scheme.*™*

The Strategic Health Purchasing Progress Tracking
Framework is one tool that countries can use to inform
a strategic purchasing roadmap.* By applying the frame-
work, they can gain useful information for analysis,
policy dialogue, and prioritizing actions and invest-
ments that advance progress on strategic purchasing.'

Use the Government Budget to Make Purchasing
More Strategic

The government budget is the largest source of pooled
funds for UHC in most African countries and can be
a vehicle for improving equity and efficiency through
strategic purchasing.”*® One misconception about stra-
tegic purchasing is that it can happen only in a health
insurance model, where there is a purchaser-provider
split, but all of the purchasing functions can be used for
strategic purchasing in the government budget financing
model. Health sector budget officials need a clear under-
standing of the flexibilities and constraints in the PFM
system and where existing flexibilities can be exploited
or new flexibilities negotiated to improve strategic
purchasing.”” Budget structures can be aligned with
strategic purchasing objectives, as they have in
Tanzania and Uganda, to make it easier to move funds
across spending categories and reduce bottlenecks in
funding flows to providers.'>'**"*® In many countries,
including Tanzania and Uganda, stronger dialogue
between the ministry of health and ministry of finance
to align objectives has been a valuable first step, leading
to necessary changes such as allocating flexible funds to
frontline providers and giving those providers auton-
omy and flexibility in how they deliver the benefit
package.*>*®

Presidential
commission
review of
NHIS

Health
insurance law
updated to
consolidate
purchasing
functions

Ongoing
improvements

Figure 2. Ghana’s journey toward UHC through the National Health Insurance Scheme.



Resist Fragmentation

The most persistent obstacle to improving how resources
are used to advance UHC goals through strategic purchas-
ing is fragmentation in health financing. The main reason
for this fragmentation is very low per capita spending by
governments on health, which leads to high out-of-pocket
costs and a heavy reliance on donor funding, which often
flows outside of government budget structures and has
separate priorities and requirements.>> But much of the
fragmentation in financing for health in Africa is also
caused by new health financing “solutions”—such as com-
munity-based health insurance, performance-based finan-
cing schemes, and voucher systems, many of which are also
driven by donor investments. These new financing
schemes often have their own service packages, contracting
and payment mechanisms for providers, and reporting and
monitoring systems.u’48 Most recently, interest in creating
new contributory national health insurance schemes has
increased all across Africa, despite limited evidence of their
success in low- and middle-income countries.’**’ Despite
some successes in Gabon, Ghana, and Rwanda, national
health insurance has not led to significant increases in
government spending on health, greater population cover-
age, or improvements in equity.”®’

The lesson for health sector leaders in Africa is to
avoid so-called solutions that fragment health financing,
which can weaken strategic purchasing and be difficult
to remedy later. Countries might find more benefit in
first building on the government budget or improving
purchasing functions within and across existing schemes
before undertaking major institutional reforms.
Countries that are firmly on the path to setting up
contributory national health insurance or other new
schemes should ensure that those schemes have an
equity focus so the most vulnerable groups gain access
to health care and that institutional arrangements sup-
port the core purchasing functions and enable those
functions to evolve and be consolidated over time.>”

Another level of fragmentation results from govern-
ment decentralization, where subnational levels receive
resources for delivering public services to their
populations.”®”' When managed well, this decentraliza-
tion can facilitate resource flows and create a more
responsive health system and better accountability for
resources. But if poorly implemented, decentralization
can cause further fragmentation, compromise coordina-
tion and planning, increase bottlenecks and administra-
tive costs, and lead to waste of resources.’’”>® For
decentralization to work well, countries should first
ensure that the fundamentals are in place, including
mechanisms to allocate resources equitably across
administrative and geographic areas according to need,
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and the political will to make necessary legislative and
administrative changes and ensure adequate technical
skills at the subnational level.>>™>® In the meantime,
more research is needed to inform decentralization
agendas.” >

Learn Together with Peer Countries

Making progress on strategic purchasing for UHC is both
a technical and a political endeavor. There is no universal
blueprint or “one-size-fits-all” solution. Many countries are
grappling with similar issues and can benefit from learning
together about how to build system capacity and make
progress incrementally.® Peer learning networks such as
SPARC and the Joint Learning Network for Universal
Health Coverage® provide opportunities for learning on
both technical and nontechnical aspects of strategic pur-
chasing, bringing practical insights and innovations from
similar country contexts that can be adapted for imple-
mentation in Africa.

Conclusion

Governments that commit to UHC are committing to
a long road, and they will need to use all available tools,
networks, evidence, and practical lessons to be success-
ful. The tremendous expertise and experience with stra-
tegic purchasing efforts on the African continent can be
tapped and shared to accelerate the journey for all.
SPARC is one resource that supports country actors by
providing lessons from strategic purchasing efforts
across the continent that other countries can apply to
advance UHC in their own way, prioritize actions, and
avoid pitfalls. The key is to start with and build on
existing systems, tap domestic resources, trust local
expertise, and resist new solutions today that may
become the problems of tomorrow.

Notes

a. Amref Health Africa (Amref) is an international non-
governmental organization based in Nairobi, Kenya.
Amref’s mission is to increase sustainable access to
health care in communities in Africa through solutions
in human resources for health, health services delivery,
and investments in health.

b. The Africa-based institutions include Center de
Recherche en Reproduction Humaine et en
Démographie in Benin, Recherche pour la Santé et le
Développement in Burkina Faso, Research for
Development International in Cameroon, Kwame
Nkrumah University of Science and Technology in
Ghana, KEMRI Wellcome Trust Research Programme
in Kenya, Health Policy Research Group in Nigeria,
University of Rwanda School of Public Health, Ifakara
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Health Institute and University of Dar es Salaam in
Tanzania, and Makerere University School of Public
Health in Uganda.
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