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KEY ISSUES RELATED TO STRATEGIC HEALTH PURCHASING IN AFRICA

The Government Budget: An Overlooked Vehicle for Advancing Strategic Health 
Purchasing
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Chrispus Mayora a, Richard Ssempala a, and Danielle Bloomc

aDepartment of Economics, Makerere University School of Public Health, Kampala, Uganda; bDepartment of Economics, University of Dar Es 
Salaam, Dar Es Salaam, Tanzania; cResults for Development, Washington, DC, USA

ABSTRACT
The most effective way to finance universal health coverage (UHC) is through compulsory 
prepaid funds that flow through the government budget. Public funds—including on- 
budget donor resources—allow for pooling and allocation of resources to providers in 
a way that aligns with population health needs. This is particularly important for low- 
income settings with fiscal constraints. While much attention is paid to innovative sources 
of additional financing for UHC and to implementing strategic purchasing approaches, the 
government budget will continue to be the main source of health financing in most 
countries—and the most stable mechanism for channeling additional funds. The govern-
ment budget should therefore be front and center on the strategic purchasing agenda. This 
commentary uses lessons from Tanzania and Uganda to demonstrate that more can be done 
to use the government budget as a vehicle for making health purchasing more strategic, 
across all phases of the budget cycle, and for making greater progress toward UHC. Actions 
need to be accompanied by measures to address bottlenecks in the public financial manage-
ment system.
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Introduction

Compulsory prepaid funds are the most effective vehicle 
for financing universal health coverage (UHC).1–4 Public 
funds—including tax and non-tax revenue, prepaid con-
tributions, and on-budget donor resources that flow 
through the government budget—allow for the equitable 
and efficient pooling and allocation of resources. Health 
systems that make the government budget (including 
resources channeled through national health insurance 
systems or other mechanisms) the cornerstone of their 
health financing arrangements have proven to be more 
equitable and sustainable and generate better results for 
population health than those that do not.5 These health 
systems also enhance financial protection with less 
impoverishment from out-of-pocket spending, improve 
visibility into resource flows, and improve the govern-
ment’s ability to engage in long-term planning.6

But given the macroeconomic and fiscal outlook for 
most African countries, increasing domestic government 
revenue alone will likely be insufficient to meet growing 
health needs. This has been evident during the COVID-19 
pandemic. Some countries were able to increase per capita 

government health expenditure to address the impacts of 
COVID-19, while others were not.7 This requires addi-
tional measures to use available funds more effectively.8,9

As calls for more donor resources and new innovative 
financing solutions continue,10 the government budget, 
regardless of fiscal constraints, will continue to be the 
main source of health financing in most countries and 
the most stable mechanism for channeling additional 
funds. The government budget should therefore be 
front and center on the strategic purchasing agenda.

Strategic purchasing—using evidence and information 
about population health needs and health provider per-
formance to make decisions about which health services 
to cover with public funds, which providers to select to 
deliver those services, and how and how much to pay 
those providers—is generally accepted in the global health 
community as a critical facilitator of progress toward 
UHC given limited resources and as fiscal space 
expands.11–23 To ensure that public resources are used 
efficiently and strategic purchasing approaches are fully 
employed, governments need to better align public finan-
cial management (PFM) rules with their health financing 
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objectives,24,25 particularly to direct health funds to prior-
ity populations and services and create incentives for 
providers to use funds more equitably and efficiently.

This commentary uses lessons from Tanzania and 
Uganda to show that more can be done to use the 
government budget as a vehicle for making health pur-
chasing more strategic, across all phases of the budget 
cycle, and for making greater progress toward UHC. 
This needs to be accompanied by measures to address 
bottlenecks in the PFM system.

The Case for the Government Budget as 
a Cornerstone of Strategic Purchasing

Many countries, particularly in Africa, have introduced 
new health financing arrangements that operate in par-
allel with the government budget; they include contrib-
utory national health insurance schemes, community- 
based health insurance, and other, smaller-scale 
schemes. These schemes are expected to generate addi-
tional revenue and create the opportunity for more 
strategic purchasing of covered services.26,27 But even 
in these contexts, the government budget remains the 
most effective and equitable vehicle for strategic pur-
chasing, and public resources are required to advance 
UHC objectives—for several reasons, as we detail in this 
section.

Budgets Allow Governments to Take a Multisectoral 
Approach to Addressing Health Priorities

As the steward of human capital investments, the gov-
ernment should oversee health resources to help meet 
the priorities of the state and the people. A central tenet 
of strategic purchasing is the alignment of funding flows 
with what is purchased and what the population needs. 
Governments have the authority to use the government 
budget to fund a comprehensive health benefit package, 
while at the same time engaging in multisectoral efforts 
to support individual well-being and the social determi-
nants of health. For example, in a single budget the 
government can support gender empowerment that 
leads to later childbirths, water and sanitation efforts 
that improve access to safe drinking water, infrastruc-
ture projects such as roads that contribute to health 
facility access, and a host of other interlinked priorities. 
These priorities cannot be addressed through the health 
sector alone; the budget ensures deliberate, coordinated 
action across sectors.

Program-based budgeting (PBB) reforms in Uganda 
illustrate the use of budgets to advance multisectoral 
collaboration that leads to more effective purchasing of 
health services and the removal of barriers to access and 

service utilization that are beyond the influence of the 
health sector. Emerging lessons include the need to 
encourage further alignment between PBB and the 
Medium Term Expenditure Framework (MTEF) pro-
cess and to channel a greater proportion of partner 
contributions through PBB.28,29

The Government Budget Is Determined by a System 
of Representation and Emerges through 
a Negotiation Process

The government budget is formulated through 
a priority-setting process that involves varying degrees 
of negotiation among stakeholder groups.30 Both 
Tanzania and Uganda use a deliberative approach to 
budgeting that includes a high degree of stakeholder 
engagement, consultation, and negotiation. They also 
employ mechanisms to take into account priorities at 
lower administrative levels, including frontline health 
providers and populations.31,32 For instance, Direct 
Health Facility Financing (DHFF) in Tanzania—a 
mechanism that channels general revenue from 
Tanzania’s Health Basket Fund (a fund that collects 
foreign donor assistance) directly to health facility 
bank accounts—uses health facility governing commit-
tees (HFGCs) to engage communities in health budget 
planning, execution, and accounting and account for 
local priorities, which has helped to improve the quality 
of health services.33 In Uganda, participatory budgeting 
processes provide opportunities for the budget to sup-
port service delivery that focuses on community needs. 
This reinforces the strategic purchasing objective of 
allocating funds according to population needs and sec-
toral priorities.34–37

The Budget Processes Can Be a Tool for Supporting 
Broader Reform Objectives, Such as 
Decentralization and Health Provider Autonomy

Strategic purchasing is enabled by a separation of func-
tions, usually between purchasers and providers.38 In 
Tanzania and Uganda, service delivery is 
a constitutional responsibility of local governments, 
while the central government is responsible for strategic 
functions such as regulation, policy formulation, and 
resource mobilization. Tanzania’s DHFF has increased 
provider autonomy by allowing budget funds to be 
transferred directly to health facility bank accounts. 
DHFF has shifted control of funds from local govern-
ments to primary health care (PHC) facilities and sig-
nificantly altered their roles and relationships in the 
delivery of PHC services. PHC facilities now lead plan-
ning, budgeting, and implementation of plans—using 
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funds that they control—while facilitating inclusion of 
community priorities in facility planning and 
budgeting.39

An explicit provider-purchaser split is not apparent 
in Uganda, where the Ministry of Health is more 
involved in direct service delivery. However, some ele-
ments inherent in the budgeting process support decen-
tralization and enhanced provider autonomy. For 
example, local governments oversee and supervise ser-
vice providers within their jurisdiction, which supports 
the performance monitoring function of strategic pur-
chasing and helps ensure effective financial management 
and accountability.40

The Government Budget Supports Accountability

All government budget processes include mechanisms 
to track funding flows and ensure accountability. These 
can be used to link funding to performance, which is 
a key principle of strategic purchasing. In Uganda, the 
Ministry of Finance, Planning and Economic 
Development (MoFPED) employs top-down control 
mechanisms, such as budget circulars and MTEFs,41 

which allow it to play a stewardship role as a de facto 
purchaser—albeit a passive one. Uganda’s evolution 
from purely input-based budgeting to output-based 
budgeting—and, more recently, program-based budget-
ing—is advancing the strategic purchasing principle of 
linking funding to performance while improving 
accountability by monitoring not only financial perfor-
mance but also service delivery. Output-based budgeting 
makes it possible to link provider payment to both 
service delivery and results, which improves account-
ability. The government budget also supports account-
ability at all stages of disbursement and use of funds.

While health facilities and local governments in 
Tanzania and Uganda receive funds directly into their 
accounts, disbursement approvals follow financial man-
agement and accountability rules. The Facility Financial 
Accounting and Reporting System (FFARS) is used to 
ensure that facility expenditure is consistent with, and 
does not exceed, facility budgets. The government can 
also monitor service-level data collected through centra-
lized DHIS2-based health management information 
systems.42

Making the Government Budget Work for 
Strategic Purchasing

Because government budgets are governed by 
a country’s PFM rules, how to make the budget work 
better for strategic purchasing and health service deliv-
ery outcomes is a fundamental PFM policy question.25,43 

For government budgets to support optimal resource 
allocation and strategic purchasing practices, the budget 
structure and PFM processes must align with health 
financing objectives and allow for the introduction of 
incentives for good performance at each step of budget 
formulation, execution, and monitoring.25 Given this 
alignment, strategic purchasing through government 
budgets and the PFM system can generate positive out-
comes. For instance, research has shown that reductions 
in under-5 mortality are directly associated with a one- 
unit increase in PFM quality; for countries that channel 
at least 75% of health expenditure through the govern-
ment system, this can translate to as many as 17 deaths 
averted per 1,000 live births.44 In the upcoming sections, 
we explore possible actions to improve alignment 
between PFM systems and strategic purchasing to 
make most effective use of government budgets to 
advance UHC goals, while also touching on bottlenecks, 
drawing on the experiences of Tanzania and Uganda.

Budget Formulation

Reduce Fragmentation
The budget allows for more strategic management of 
resources, but this can be hampered by fragmenta-
tion of funding sources and management of funds, 
including parallel donor funding practices. Such 
fragmentation can limit the government’s ability to 
direct funds to health priorities, which is a key 
aspect of strategic purchasing. This is a particular 
problem when public-sector management capacity is 
limited or when the public sector lacks visibility 
across funding sources.25 Heavy reliance on donor 
funding can further exacerbate the problems caused 
by fragmentation.45 Some funders deliver resources 
through implementing partners, which makes it dif-
ficult for governments to control resource flows and 
can lead to spending that is not in line with govern-
ment priorities. This may also crowd-out govern-
ment funding, as the government shifts resources 
to other sectors.46,47

Some tools, such as basket funding, can help coordi-
nate resource flows from multiple sources in line with 
government priorities. In Tanzania, the Health Basket 
Fund established in 1999 channels on-budget donor 
funding—pooling donor funds with tax revenue. In 
2017, the government shifted to output-based payment 
for PHC under the Health Basket Fund.48,49 External 
funds distributed by foreign entities declined by 57% in 
Tanzania between 2015 and 2020, indicating increased 
channeling of external resources through the govern-
ment, particularly given that overall external resources 
increased by 1.4% during the same period.50
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Sector-wide approaches can also guide how stake-
holders can best contribute to national health priorities 
through the budget.51 In Uganda, a disease-specific HIV 
Trust Fund has been passed into law but is not yet 
operational. The fund was meant to pool local and 
donor funds for the HIV response. However, concerns 
about sustainability and further fragmentation in fund-
ing streams have constrained rollout.52

Formulate Budgets Based on Defined Benefit 
Packages
When it comes to assessing resource needs and what to 
purchase, using an evidence-based health benefit pack-
age to determine where to allocate funds can help match 
funding with health needs—and build trust and 
accountability. When budgets are allocated based on 
inputs rather than the benefit package, it is difficult to 
track what services were purchased on behalf of the 
population.53 In Uganda, the government focuses local- 
level budget formulation processes on the resources 
required to deliver the Uganda National Minimum 
Health Care Package (UNMHCP).54 The UNMHCP 
comprises interventions that are considered cost- 
effective in promoting health, preventing disease, and 
reducing morbidity and mortality. It was first estab-
lished in the 1999/2000 National Health Policy and 
was accompanied by the country’s first Health Sector 
Strategic Plan.55 However, the UNMHCP is not linked 
to available resources. Furthermore, Uganda lacks ade-
quate resources to provide universal access to the 
UNMHCP.56 The country has an opportunity to use 
the budgeting process to further target and channel 
limited funding to the most vulnerable groups to ensure 
access to the package.

Allocating budgets based on defined benefit packages 
is easier when the budget structure is based on programs 
or on sets of objectives set out by the government—that 
is, PBB instead of input-based line items for adminis-
trative units.53 PBB makes it possible to organize bud-
gets around groups of services, such as the UNMHCP. 
Uganda recently adopted PBB, which could support 
efforts to strategically link budget funds to health objec-
tives and outcomes—and make a clearer link between 
budget allocations and the delivery of the UNMHCP.29 

However, the current structure of programs and sub-
programs does not entirely correspond to the benefit 
package, and the culture of fragmented budgeting and 
implementation must be addressed.29,57

Use Needs-Based Allocation Formulas
Using needs-based formulas can ensure that health bud-
gets are allocated according to health needs.25 The 
Health Basket Fund in Tanzania uses a needs-based 

formula for allocation under the DHFF mechanism. 
The formula puts 60% weight on population size, 10% 
on morbidity measured by the under-5 mortality rate, 
10% on poverty, and 20% on distance from district 
headquarters as a proxy for remoteness of the 
locality.58 Use of the allocation formula has improved 
equity in distribution of resources. The DHFF mechan-
ism has improved the predictability and timing of funds 
transfers to providers, as well as reduced leakages due to 
elimination of additional channels before funds reach 
those providers.33 Uganda uses a multi-criteria formula 
to inform the allocation of health funds to districts, but 
allocations to health facilities are based on their level 
within the system and their catchment population size, 
not performance, and allocations are not adequately 
aligned with evolving population needs.59

Budget Execution

Transfer Funds to Health Providers Using 
Output-Based Payment
Strategic purchasing involves moving away from health 
budget execution linked solely to input-based line items 
and instead transferring all or part of the government 
budget to providers based on service delivery outputs. 
Aligning financial incentives with the objectives of the 
health system requires flexibility to pay providers based 
on service outputs and performance.25 In Tanzania, out-
put-based payment for PHC began with the implemen-
tation of DHFF in 2017.39 The centerpiece of DHFF is 
the direct transfer of funds from the Ministry of Finance 
and Planning to frontline PHC facilities. The shift was 
geared toward increasing service delivery efficiency by 
reducing leakages and enhancing predictability and 
timeliness of funds transfers to PHC facilities.39 Health 
facility budgets are based on the type and number of 
services provided and include adjustments based on 
need (the size of the population served), performance 
(the types of services used), and equity (access to the 
facility).60 Health facilities also have autonomy through 
DHFF to plan, budget, and use their funding to deliver 
high-quality services.

Implement PFM Rules that Allow for Flexibility with 
Financial Accountability
In order for output-based payment to create effective 
incentives, providers need the flexibility to respond to 
them.61 Government budgets can be more effective if 
they give frontline providers autonomy in planning and 
implementation, complemented with the capacity and 
skills to take advantage of that autonomy.61 In Tanzania, 
DHFF was intended to address these issues by recogniz-
ing facilities as accounting units that receive financing 
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from the Ministry of Finance and Planning directly into 
their bank accounts through an integrated financial 
management platform called PlanRep. The reform gave 
greater control over the budget to providers and 
included a clear framework and guidelines for staff to 
make decisions and be involved in budgeting and budget 
execution in line with facility priorities and plans, 
including such items as renovations and facility 
upgrades.58

Budget Monitoring

Use Planning Processes that Ensure a Link between 
Budget Monitoring and Commitments to the 
Population

In Uganda, the Comprehensive National Development 
Planning Framework sets out national priorities and 
requires sectors and local governments to align their 
plans and budgets with these priorities. The National 
Planning Authority is responsible for issuing compli-
ance reports annually, to ensure that budgets align 
with development priorities. While this is good in prin-
ciple, in practice enforcement is weak, making it difficult 
to ensure that budgets deliver on commitments to the 
population and priorities over the strategic planning 
period.59

In Tanzania, health facility plans and budgets are 
developed by health facility managers and approved by 
health facility governing committees as the first level of 
control. The plans and budgets are then entered into the 
PlanRep system, and facilities are expected to execute 
them according to the PlanRep. Approved health facility 
budgets are exported to FFARS, and all expenditures are 
made in line with approved budgets.60 Health facility 
governance committees oversee budget implementation 
and execution at the facility level and ensure that all 
expenditures are in line with the approved budget and 
address community needs. FFARS has built-in internal 
controls that prevent payments before local government 
treasurers confirm availability of funds.

Use Integrated Financial Accounting Systems to 
Support Accountability

Tanzania’s new financial accounting system and reporting 
requirements—combined with citizen oversight thorough 
health facility governance committees—enhance trans-
parency and accountability. Health facilities are included 
in local government authorities’ charts of accounts, have 
opened bank accounts at government banks, and are 
included in the PlanRep system as well as FFARS. These 

cross-sectoral and interconnected systems allow for inte-
grated planning and budgeting including all facility rev-
enues, expenses, and internal controls.60

Conclusion

In Africa, even as innovative financing sources con-
tinue to draw attention, the government budget can 
be an important tool for strategic purchasing and 
for getting more value from limited funding. 
Government budgets can be tied to public priorities 
and systems through a chain of command that is 
under the government’s control and has the poten-
tial to operate flexibly, accountably, and strategi-
cally. Ensuring that health systems deliver for the 
population thus requires an understanding of the 
budget as a tool for strategic purchasing, including 
how to maximize donor resources coming through 
government channels so they align with national 
priorities and agendas. Shared learning is also 
needed across the public sector and across the gov-
ernment budget countries if the health sector is to 
benefit from public funds. Sectors and countries 
need to share lessons so that best practices for 
PFM can take the place of fragmented approaches 
to managing resources.

Government budgets aren’t a silver bullet, but they 
provide an important starting point for ensuring that 
resources flowing through health systems are used in 
service of the population. For optimal resource alloca-
tion and strategic purchasing practices, governments 
may also need to ensure that the budget structure and 
PFM processes allow budget funds to be directed to 
priority services and incentives to be introduced for 
good performance. Experiences from Tanzania and 
Uganda show that mechanisms within the government 
budget process and PFM systems can be better exploited 
to achieve more strategic purchasing of priority services 
for UHC.
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