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ABSTRACT
Strategic purchasing of high-priority services is a critical part of effective spending to advance UHC
goals. Available conceptual frameworks for strategic purchasing have facilitated high-level advo-
cacy and policy dialogue, and they have framed research and analytical work to describe and
understand countries’ purchasing arrangements. What has been missing is a framework and
approach that combines the conceptual framing of strategic purchasing with practical guidance
to describe and assess purchasing in sufficient detail to inform policy. purchasing framework;
This paper presents a practical framework and approach to tracking progress in purchasing: the strategic health purchasing;
Strategic Health Purchasing Progress Tracking Framework. Co-created by a group of health finan- UHC
cing researchers and academics through the Strategic Purchasing Africa Resource Center (SPARC), it
builds on existing frameworks and focuses on the core purchasing functions of benefits specifica-
tion, contracting arrangements, provider payment, and performance monitoring. It incorporates
factors that can either strengthen or weaken the power of purchasers to directly influence resource
allocation and provider behavior. The paper also proposes a set of evidence-based benchmarks that
country stakeholders can use to assess where their health system is on the continuum from passive
to strategic purchasing and to identify steps to make purchasing more strategic.
Application of the framework has shown the value of mapping purchasing functions across all
health financing arrangements to identify where strategic purchasing progress is more advanced
and where it may be lacking. It has helped countries identify challenges—such as fragmentation
and duplication of purchasing functions across health financing arrangements—and prioritize
policy actions.
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Introduction Health purchasing is defined most generally as the
allocation of pooled funds on behalf of the population to

In 2018, global spending on health reached $8.3 trillion  the providers of health services.'® Purchasers can be

USD, or about 10% of the global economy. But progress
on health sector objectives such as universal health cov-
erage (UHC) has not kept pace.' Sustainable progress
toward UHC requires that a country’s health financing
system routinely generate sufficient and largely domestic
resources to expand and sustain access to high-quality
health services with financial protection. Public
resources are the most efficient and equitable way to
fund health coverage,”’ so UHC requires significant
fiscal commitment from governments. Increased health
spending does not automatically translate into improved
access to necessary health services without financial risk
to households, however, without active policy measures
that direct spending toward health priorities.* These
policy measures—known collectively as strategic health
purchasing—are essential to directing increased govern-
ment health spending toward advancing UHC goals.”™”

more passive or more strategic in how they transfer
these funds. With passive purchasing, information and
evidence are not used to define benefit packages or to
select providers to deliver the services. More passive
purchasers also do not use contracting mechanisms to
specify and enforce quality standards. They typically
pay providers using historical input-based budgets,
with no explicit link to the delivery of priority ser-
vices, or, at the other extreme, they use open-ended
fee-for-service payment with no mechanism for
expenditure management.”'' More strategic purcha-
sers use evidence and information about population
health needs and health provider performance to
make decisions about which health services should
have priority for public funding (“what to buy”),
which providers will provide these services (“from
whom to buy”), and how and how much providers
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will be paid to deliver those services (“how to
buy”).>”>!'"!? Strategic purchasers also allow funds
to be used flexibly by frontline providers, while hold-
ing them accountable for service delivery results.>’
While health purchasing can be carried out by either
public or private purchasers, our focus is on public funds
for UHC and the purchasers that manage them—typi-
cally public agencies. If a large share of health spending
is channeled through public purchasing agencies (such
as ministries of health and public health insurance agen-
cies) or private purchasers acting on their behalf, these
purchasers gain purchasing power. This means the pur-
chaser can influence or dictate which services are prior-
itized, which providers deliver them, how much
providers are paid, the quality standards providers
must meet, and the many other levers that can be
brought to bear to help achieve UHC objectives.'?
There is general acceptance in the global health com-
munity that strategic purchasing is a necessary policy
direction to continue making progress on UHC within
funding constraints, or even as funding increases.”>'!
The conceptual underpinnings and policy levers
included in strategic purchasing, however, continue to
be debated.'>'* This can create confusion in country-
level policy dialogue and lead certain solutions to dom-
inate, such as performance-based financing (PBF) and
community-based health insurance, which are often dri-
ven by donor priorities."'® Shifting the conversation to
a more practical framing of health purchasing functions
may help policy makers gain a clearer understanding of
the options they have to better use strategic purchasing
to advance UHC goals. This paper proposes a practical
framework for describing, assessing, and improving
health purchasing systems that can be applied across
health financing arrangements at the country level to
identify areas of progress that can be built on and areas
of fragmentation or overlap that need to be addressed.

Existing Health Purchasing Frameworks

Several frameworks have been developed to describe
strategic purchasing systems, including the frameworks
of the Resilient and Responsive Health Systems
(RESYST) consortium,'? the USAID Health Finance
and Governance Project,'”” the World Health
Organization (WHO) policy brief “Purchasing Health
Services for Universal Health Coverage: How to Make It
More Strategic?,”” and the WHO Health Financing
Progress Matrix.'® A number of tools also exist for
countries to design and assess specific aspects of health
purchasing systems, such as governance arrangements,”
benefit packages,”™*' provider payment systems,*****
and performance monitoring.>* These frameworks and

tools have provided greater clarity in terms of the actors,
roles, policy questions, and actions required to make
more strategic health purchasing decisions. What has
been missing, however, is a framework and approach
that combines the conceptual framing of strategic pur-
chasing with practical guidance on describing and asses-
sing purchasing functions systematically and in
sufficient detail to inform policy decisions.

The Strategic Health Purchasing Progress
Tracking Framework

We propose a strategic health purchasing framework that
consolidates and builds on existing frameworks, examining
in greater depth and detail the core purchasing functions of
benefits specification, contracting arrangements, provider
payment, and performance monitoring (Figure 1). The
framework considers these areas the core functions for
making and implementing decisions on what to buy,
from whom to buy, and how to buy priority health
services.” The framework also goes further by incorporat-
ing factors that can either strengthen or weaken the power
of purchasers to directly influence resource allocation and
provider behavior, such as the share of total health funding
managed by the purchaser, public financial management
rules, and provider capacity.>>'*%

The framework was co-created by a group of health
financing researchers and practitioners to fully capture
and inform the policy questions that arise most fre-
quently in country-level policy dialogue and reform.* It
is accompanied by a Microsoft Excel-based spreadsheet
to guide data collection and map health purchasing sys-
tems at the country level, as well as a set of benchmarks
that indicate how strategically the functions are being
carried out. The benchmarks are drawn from the pub-
lished literature and the normative guidance in existing
frameworks about what makes purchasing strategic.

We suggest applying the framework in a way that
describes how the purchasing functions are carried out
across all health financing arrangements in the country
(e.g., budget financing, national health insurance
schemes, PBF, etc.), rather than examining one scheme
in isolation. When the framework is applied in this way,
it can provide a more complete picture of purchasing
functions across health financing arrangements to iden-
tify areas of progress that can be built on and areas of
fragmentation or overlap that need to be addressed.**

Conceptual Underpinnings of the Framework

The premise underlying this framework is that any
purchasing system carries out a set of core functions
that are supported by governance and institutional
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Core Purchasing Functions

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

Purchasers
have leverage
to directly
influence:

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

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

Contracting 3
arrangements (/) Resource

~ allocation

Equity in resource distribution
Efficiency
Transparency and accountability

And achievement of long-term UHC goals:

Provid Selecting, designing, and implementing provider
paym 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 )

Performance
monitoring

] C{ Incentives

\j\ Accountability

Utilization relative to need
Financial protection and equity in financing

Quality

Figure 1. The strategic health purchasing progress tracking framework.

arrangements that allocate the responsibility for car-
rying out the functions, and it includes governance
structures that provide oversight, accountability, and
reporting lines and ensure effective stakeholder par-
ticipation. When purchasing functions and govern-
ance arrangements are in place, the purchaser can
directly influence (positively or negatively) the alloca-
tion of resources (to priority services and population
groups, geographic regions, types of providers, etc.),
the incentives that drive individual provider beha-
vior, and accountability through contract enforce-
ment and performance monitoring.>®*'* Resource
allocation, incentives, and accountability can in turn
affect overall progress on intermediate UHC objec-
tives (equity in resource distribution, efficiency,
transparency, and accountability) and long-term
UHC goals (utilization of services relative to need,
financial protection and equity in finance, and
quality).'®

However, the purchaser’s influence on resource allo-
cation, incentives, and accountability, and in turn on
higher-level UHC objectives, can be enhanced or miti-
gated by factors outside the purchaser’s control (“exter-
nal factors”). Some of these factors include the share of
funds under the control of the purchaser (i.e., how
effectively funds are pooled), public financial manage-
ment rules, and the clinical and management capacity of
providers. Furthermore, purchasing reforms change

how funds flow through the system and to whom, so
they often involve political trade-offs and negotiations
that can weaken or stall their implementation.”>**

Together, these factors affect how much power pur-
chasers have to influence overall resource allocation in
the system, their ability to create financial and nonfi-
nancial incentives to influence provider behavior,
and the ability of providers to respond to those
incentives.*®'*?>3¢ The assumption is that more con-
solidated purchasing power within a purchasing agency
that has a legal mandate to serve the public interest, or
well-harmonized funding flows across multiple agen-
cies, can lead to more positive outcomes when public
funds are limited.'>°

Governance and Institutional Arrangements

Purchasing is carried out by an institutional home that
transfers the funds (the main “purchasing agency”),
although other institutions may be responsible for sup-
porting or carrying out some of the functions."
Governance of health purchasing includes the systems
and structures that are in place for stewardship of the
system to provide strategic direction and ensure coher-
ence, oversight of the various actors, definition of their
roles and responsibilities, and ways to hold them
accountable for carrying out their responsibilities."”
The institutional arrangements for health purchasing
encompass how responsibilities and decision-making
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authority to carry out health purchasing functions are
distributed across different institutions and how those
institutions relate to each other.

Governance and institutional arrangements also
define how much autonomy purchasers and providers
have in decision making, how financial management is
carried out, and how information is generated and used.
Purchasers require information on population health
needs and system capacity to prioritize the use of funds
within the constraints of the current system. They also
need financial management systems to track the budget
and use purchasing instruments to keep expenditures
within the budget.” Health care providers need a degree
of financial and management autonomy so they can
receive funds directly and respond to the incentives in
provider payment systems.**>*’

Purchasing Functions
The core functions that any purchaser needs to be able
to carry out include:

¢ Benefits specification. This includes selecting the
services and interventions to be included in the
benefit package, the service delivery standards,
where and how the services can be accessed
(including gatekeeping policies), how much of the
cost of services will be covered by the purchaser
(and accompanying cost-sharing policies), and
which medicines will be covered.

¢ Contracting arrangements. This includes systems
and policies for selecting public and/or private pro-
viders to deliver services in the benefit package,
entering into contracts with them that specify
terms and conditions (e.g., at which level specific
services can be delivered and data reporting
requirements), and enforcing the contracts.

¢ Provider payment. This includes systems and poli-
cies for selecting, designing, and implementing
provider payment systems and setting payment
rates.

¢ Performance monitoring. This includes systems
and processes for assessing provider performance,
providing feedback for improvement, and carrying
out system-level analysis of utilization, quality, and
so forth to inform purchasing decisions.

What Makes Purchasing Strategic?

Purchasing functions exist in all health financing systems,
and purchasing arrangements fall along a continuum
from more passive to more strategic.” Evidence is building
on what is required to make purchasing more strategic—
that is, to get more value from existing funds, be more

responsive to population health needs, and advance other
health system objectives.”'*'>*"*® The main purchasing
agency should have a public interest mandate and clear
objectives.'” The core purchasing functions should be
carried out through strategic, objectives-driven
policies®>'® and supported by strong, preferably informa-
tion technology-based, operating systems.'”*” Some key
features of purchasing functions that make them more
strategic are described in the following sections.

Benefits Specification

Strategic purchasing decisions start with an understand-
ing of the health needs of the covered population and
specifying a benefit package—covered services that will
be paid, in part or in full, by the purchaser from
pooled funds’ to meet those needs. Benefits specifica-
tion is strategic when a package is well defined and
periodically revised through a transparent process,
reflects health priorities, and is a commitment to
the entitled population.”'® When the benefit package
is a commitment, it means that access to all of the
services in the package is assured at a reasonable
level of quality. For example, in Chile’s national
health insurance system, which includes both public
and private purchasers, the benefit package takes the
form of explicit and enforceable service guarantees
for a list of 85 conditions. The list of conditions,
known as Acceso Universal con Garantias Explicitas
(AUGE), is reviewed every three years by an advisory
committee. Care for these conditions is guaranteed
within a defined waiting time and must be provided
according to national service delivery standards.***!

Benefits should also be specified in a way that is
aligned with purchasing mechanisms—that is, the pay-
ment to providers should be directly linked to services in
the benefit package.'®*° The purchasing agency should
further specify the benefits through service delivery stan-
dards in line with national service delivery policies and
clinical protocols when contracting with providers.”'”
For example, the benefit package may include “antenatal
care,” but the purchaser can further specify the number
of antenatal visits and the diagnostic tests and proce-
dures that individuals are entitled to receive and provi-
ders are obligated to provide.

Contracting Arrangements

Once the service package is defined, the purchaser con-
tracts with providers to deliver the services to the cov-
ered population. Contracting can take many forms, from
highly structured and competitive to more implicit and
relational, and the most appropriate approach is likely to



be context specific.*” In Ghana, for example, the pur-
chasing agency for the National Health Insurance
Scheme (NHIS) enters into formal contracts with both
public and private providers that specify the terms in
detail.*® In Burkina Faso, the Gratuité scheme does not
use explicit contracts between the purchaser (the
Ministry of Health’s UHC unit) and public providers;
instead, the terms that the purchaser and providers agree
to are specified in the Gratuité operating manual.’!
Certain general principles govern what makes con-
tracting more strategic and more supportive of health
system goals. Contracting is considered to be strategic
when formal agreements are in place between the pur-
chaser and public and private providers that specify
obligations on both sides. The purchaser can use con-
tracts to achieve explicit objectives (such as improved
prescribing of medicines or better data reporting), and
the purchaser contracts selectively with public and pri-
vate providers based on uniformly applied quality
standards.>®*>*> All of these conditions may rarely be
met in low- and middle-income countries, however, and
selective contracting is often impractical or works
against the goal of ensuring access to care.>*
Nonetheless, contracts are an important tool for com-
municating expectations and, even if not intended to
stoke competition, for introducing a credible threat of
being excluded from financing if a provider does not
meet minimum quality and performance standards.’

Provider Payment

The purchaser pays contracted providers to deliver the
services in the benefit package through a set of provider
payment systems. Provider payment is strategic when
payment incentives and rate-setting are used to achieve
health system objectives—that is, when payment is
linked to services in the package (“output-based pay-
ment”) and specific service delivery objectives, creates
incentives for efficient and high-quality service delivery,
promotes effective allocation of resources across levels of
care, and enables management of the purchaser’s budget
(that is, payments are not open-ended but capped at
some level of the system).>!”'®2

There is no gold standard or perfect payment method,
and every method has strengths and weaknesses and can
produce unintended consequences.® Different payment
methods may be useful in different contexts to address
the most pressing health system priorities and service
delivery objectives. For example, fee-for-service payment
will lead to cost escalation in many contexts, but the
method can be useful if a priority objective is to increase
productivity or service utilization.”” Output-based pay-
ment requires that providers have some autonomy to
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make decisions to respond to payment incentives—they
can decide to shift their staff or use a different mix of
inputs to improve the delivery of the service package.***

Payment rate-setting is strategic when it is based
on a combination of cost information, available
resources, policy priorities, and negotiation.>’
Provider payment rates should reflect the average
cost to efficient providers of delivering the services
in the benefit package. Cost estimates are just
a starting point for rate-setting, however, because
they often reflect distortions in the current system
(such as inefficiencies or chronic underfunding).44
The purchaser should take other factors into consid-
eration, including the available budget and what the
providers consider adequate and acceptable. Payment
rate-setting is also another opportunity for the pur-
chaser to direct funding toward objectives, such as
paying relatively higher rates for primary care provi-
ders or for higher-priority services.*’

Performance Monitoring

Purchasers need access to both service delivery and
financial information so they can assess how purchasing
policies are affecting the performance of individual pro-
viders and the system as a whole, so they can address
provider performance issues or adjust purchasing
policies.”** Performance monitoring is strategic when
information is generated routinely through integrated
health information systems and used for monitoring at
both the provider level and the system level to inform
purchasing policies.”'”'®**

Information systems in many low- and middle-
income countries are far from being able to provide
the detailed and interlinked information necessary
for routine monitoring that can inform purchasing
decisions. Many countries do not fully use routine
information, such as claims data, to its fullest
potential.”** Nonetheless, all purchasers carry out
some monitoring functions and can gradually
improve their capacity to generate, analyze, and use
data for purchasing decisions even before large-scale
improvements toward integrated health information
systems are possible. In some cases, they can start by
simplifying reporting requirements and reducing the
number of indicators reported through the system.**
Rwanda began its multi-year journey of improving
and integrating its health information systems by
paring down the list of indicators reported by health
providers, standardizing reporting, and making ana-
lyzable data available to providers. This facilitated the
move toward more interoperability of information
systems and built a culture of data use.*
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Benchmarks for Tracking Strategic Purchasing
Progress

We propose a set of benchmarks to be used along with the
purchasing framework that provides a more granular
description of the typical movement along the continuum
from passive to strategic purchasing. We have consolidated
the normative guidance from existing purchasing frame-
works and assessment guides to establish the ideal way to
carry out each function most strategically. We have added
steps along the continuum toward the ideal based on earlier
progress frameworks'’ and implementation experience®
so countries can assess whether their purchasing functions
and policies are moving in a more strategic direction. The
benchmarks were validated for practical relevance through
a series of stakeholder consultations by the Strategic
Purchasing Africa Resource Center (SPARC)* and the
application of the benchmarks in nine countries (Benin,
Burkina Faso, Cameroon, Ghana, Kenya, Nigeria, Rwanda,
Tanzania and Uganda).”’

Governance and Institutional Arrangements

The “ideal state” for well-functioning governance and insti-
tutional arrangements to support strategic purchasing can
be summarized as follows:

¢ Institutional roles and capacity. An agency or agen-
cies have responsibility for carrying out all purchasing
functions with a legal mandate to serve the public
interest. Which agencies have the authority to make
which purchasing decisions is clearly defined to avoid
overlaps, inconsistencies, and conflicting policies.19
A strategic purchaser should have sufficient flexibility
and autonomy, as well as institutional capacity, to
effectively design and carry out purchasing functions
to achieve its objectives.'**®

¢ Expenditure management. A transparent pro-
cess is used to set the purchaser’s budget, and
mechanisms are in place to track and manage
budget execution/spending. For example, total
expenditure may be capped at the level of the
entire system (as in Japan’s social health insur-
ance system)® or for subsectors such as hospi-
tals, ambulatory care, and pharmaceutical
products (as in France’s social health insurance
system or Thailand’s Universal Coverage
Scheme).’”*® Expenditure caps can also be
applied at other levels, such as subnational
administrative levels or individual providers. If
purchasing is strategic, these mechanisms are
enforced and budget overruns rarely occur.”"”

e Health provider autonomy. Health care provi-
ders can directly receive funds and flexibly man-
age them to respond to the financial incentives
of the provider payment systems, while being
held accountable for appropriate spending and
service delivery results.'”*>%°

Benchmarks that can be used to indicate incremental
progress on governance and institutional arrangements
are shown in Table 1.

Core Purchasing Functions

The “ideal state” for the core purchasing functions in
order for them to be strategic can be summarized as
follows:

o Benefits specification
o A benefit package is well specified and peri-
odically revised through a transparent process,
reflects health priorities, and is a commitment

Table 1. Benchmarks for progress on governance and institutional arrangements.

Institutional arrangements
and capacity

The main purchasing agency does not have a legal public interest mandate, the allocation of purchasing functions is
not well defined, and capacity is weak.

An agency or agencies have responsibility for carrying out most or all purchasing functions and capacity is improving,
but some overlaps and gaps in responsibilities remain.
®@@® An agency or agencies have responsibility for carrying out all purchasing functions with a public interest mandate,
appropriate autonomy, and effective accountability, and there is meaningful stakeholder participation; there are no
overlaps or gaps in responsibilities; and the institutional and technical capacity of the purchasing agency is strong.

Expenditure management

The process used to set the purchaser’s budget is not transparent; mechanisms are in place to track budget execution/

spending, but these mechanisms are not enforced and overruns routinely occur.
A transparent process is used to set the purchaser’s budget; mechanisms are in place to track and manage budget
execution/spending, but these mechanisms are weakly enforced and budget overruns occur.
®@® A transparent process is used to set the purchaser’s budget, and mechanisms are in place to track and manage budget
execution/spending; these mechanisms are enforced, and budget overruns rarely occur.

Health provider autonomy

Public providers have very limited or no autonomy to receive funds and carry out managerial and financial functions;

they are unable to respond to the financial incentives of the provider payment systems.
Public providers are given a larger degree of managerial and financial autonomy, but the ability to respond to the
financial incentives of the provider payment systems is still limited and accountability mechanisms are weak.
@®0@@ Health care providers can directly receive funds and flexibly manage them to respond to the financial incentives of the
provider payment systems, and they are held accountable for appropriate spending and service delivery results.




to the covered population, and provider pay-
ment is linked to the delivery of the services
in the package.

o The purchaser further specifies service delivery
standards in line with national service delivery
policies and clinical protocols, and service
delivery standards are enforced through
contracts.

¢ Contracting arrangements

o Explicit agreements are in place between the
purchaser and both public and private providers
that specify obligations on both sides, and con-
tracts are used to achieve specific objectives.

o The purchaser contracts selectively with public
and private providers based on uniformly
applied quality standards.

e Provider payment

o Output-based payment is used to pay provi-
ders to deliver services in the benefit package,
and payment systems are linked to specific
service delivery objectives, effective allocation
across levels of care, and purchaser budget
management.

o Payment rates are based on a combination of cost
information, available resources, policy priori-
ties, and negotiation.

¢ Performance monitoring

o Provider-level information is automated, fed
back to providers, and used for purchasing
decisions.

o Information and analysis are used for system-
level monitoring and purchasing decisions.

Benchmarks that can be used to indicate incremental
progress on making purchasing functions more strategic
are shown in Table 2.

Application of the Framework for Policy
Dialogue and Learning

The framework described here has been adapted and
applied in 11 countries—Benin, Burkina Faso,
Cameroon, Ghana, India, Indonesia, Kenya, Nigeria,
Rwanda, Tanzania, and Uganda. In Indonesia, the fra-
mework was applied to inform improvements in institu-
tional arrangements for more strategic purchasing
under the national health insurance scheme, Jaminan
Kesehatan Nasional (JKN). The analysis identified a lack
of clarity in the institutional responsibility for purchas-
ing functions in JKN, which was weakening the purchas-
ing power of the main purchasing agency, Badan
Penyelenggara Jaminan Sosial Kesehatan (BPJS-K). The
analysis revealed that the original 2004 JKN law
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allocated most of the purchasing functions to BPJS-K,
but a series of regulations enacted over time brought the
provider payment function at least partially back under
the control of the Ministry of Health. The result was that
BPJS-K was serving as a passive intermediary to transfer
payments to health providers and carry out some other
largely administrative functions, rather than as
a strategic purchaser. Based on the results of the map-
ping analysis, new regulatory changes have been
initiated to shift more authority for provider payment
policy back to BPJS-K.>

In India, the analysis based on the framework is being
used as a foundation for collaborative learning and pro-
blem-solving among technical partners that are support-
ing the implementation of India’s national health
insurance scheme, Ayushman Bharat Pradhan Mantri
Jan Arogya Yojana (PM-JAY).* In the nine African
countries, the analysis was implemented through
a partnership with SPARC. The findings show that all
of the countries have made some progress on purchasing
functions within individual financing schemes, but the
low level of pooling and highly fragmented financing
arrangements greatly limit the power of strategic pur-
chasing to bring about large-scale health system
improvements.*’

The results are being used to support collaborative
learning among technical partners, who are taking back
findings to policymakers to prioritize policy actions and
investments in several of the countries.”>*’>>** In Burkina
Faso, for example, the application of the framework led to
a multi-stakeholder dialogue to harmonize the government
Gratuité scheme and the PBF pilot.31 In Rwanda, the
application of the framework has supported efforts to
better harmonize PBF with provider payment systems in
the Community Based Health Insurance scheme.*

Conclusions

Progress toward UHC requires not only significant fiscal
commitment from governments, but also spending that is
actively directed to health priorities. Greater strategic pur-
chasing of high priority services is a critical part of effective
spending, to advance UHC goals. Available conceptual
frameworks for strategic purchasing have helped facilitate
high-level advocacy and policy dialogue as well as frame
research and analytical work to describe and understand
purchasing arrangements in many countries.

The framework described in this paper is not intended
to add to the debate on the conceptual framing of strategic
purchasing; rather, it is meant to build on existing frame-
works and focus in on the core purchasing functions of
benefits specification, contracting arrangements, provider
payment, and performance monitoring. The framework
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Table 2. Benchmarks for progress on purchasing functions.

Benefits specification

A benefit package is specified and
aligned with purchasing
arrangements.

A benefit or service package is defined and reflects health priorities, but it is not well specified, is not
a commitment, and/or is not aligned with provider payment systems.
A benefit or service package is defined, reflects health priorities, and is a commitment, but it is not well

specified and/or not aligned with provider payment systems.

A benefit or service package is well specified and periodically revised through a transparent process,
reflects health priorities, is a commitment to the covered population, and is aligned with provider
payment systems, and a transparent process for revision is specified.

The purchasing agency further defines
service delivery standards when
contracting with providers.

The purchaser defines some general service delivery standards (e.g., for gatekeeping), but enforcement
through contracts is weak.
The purchaser defines some general service delivery standards and some specific service delivery

standards (e.g., number of prenatal care visits) that are at least partially enforced through contracts.
The purchaser specifies service delivery standards in line with national service delivery policies and clinical
protocols, and service delivery standards are enforced through contracts.

Contracting arrangements
Contracts are in place and are used to
achieve objectives.

Loose agreements are in place between the purchaser and public providers for specified services in
exchange for payment instead of or in addition to input-based budgets. Formal agreements may be in

place with some private providers.

Formal agreements are in place between the purchaser and public providers for specified services in
exchange for payment instead of or in addition to input-based budgets. Formal agreements are in
place with some private providers.

@®®® Explicit agreements are in place between the purchaser and public and private providers that specify
obligations on both sides, and contracts are used to achieve specific objectives.

Selective contracting specifies service
quality standards.

The purchaser has loose, nonselective agreements or contracts with all public providers and selective
contracts with some private providers based on some definition of quality standards.

The purchaser contracts at least somewhat selectively with public and private providers based on
accreditation or some other definition of quality standards.
®®@® The purchaser contracts selectively with public and private providers based on uniformly applied quality

standards.

Provider payment
Provider payment systems are linked to
health system objectives.

Some output-based payment is used to pay providers to deliver services in the benefit package.
Output-based payment is used to pay providers to deliver services in the benefit package, and payment

systems are linked to specific service delivery objectives.

®® e Output-based payment is used to pay providers to deliver services in the benefit package, and payment
systems are linked to specific service delivery objectives, effective allocation across levels of care, and
purchaser budget management (“closed-ended” payment).

Payment rates are based on
a combination of cost information,
available resources, policy priorities,
and negotiation.
negotiation.

Performance monitoring
Monitoring information is generated and
used at the provider level.

Provider payment rates are determined based only on the purchaser’s available budget.
Provider payment rates are determined based on the purchaser’s available budget and at least one other
factor (e.g., cost information, priorities, or negotiation with providers).
®®® Payment rates are based on a combination of cost information, available resources, policy priorities, and

Some form of monitoring happens at the health provider level (e.g., supportive supervision visits, monthly
activity reporting, claims audits, quality audits).

Provider-level monitoring is at least partially automated and is used for purchasing decisions.
®®® Provider-level information is automated, fed back to providers, and used for purchasing decisions.

Information and analysis are used for
system- level monitoring and
purchasing decisions.

Some form of analysis is carried out at the system level (e.g., budget and revenue tracking, claims ratio,
expenditure ratio, renewal ratio, claims ratio).
System-level analysis is automated and carried out routinely.

@®@®@® Information and analysis are used for system-level monitoring and purchasing decisions.

also incorporates factors that can either strengthen or
weaken the power of purchasers to directly influence
resource allocation and provider behavior. Because it
was co-created by a group of health financing researchers
and academics, it directly targets the practical policy ques-
tions that arise in country processes to improve health
financing systems, and purchasing functions in particular.
The addition of a set of benchmarks allows country sta-
keholders to assess where they are on the continuum from
passive to strategic purchasing and whether current poli-
cies are moving the system in a more strategic direction.
The application of the framework and benchmarks can
help countries prioritize steps they can take to make better
use of strategic purchasing to advance UHC goals.

Application of the framework in 11 countries
shows the value of producing a systemwide view of
where strategic purchasing progress is more advanced
and where it may be lacking. This has helped
a number of countries to identify challenges, such
as fragmentation and duplication of purchasing func-
tions across health financing arrangements, and to
prioritize policy actions.
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