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Abstract

Background: Governments increasingly recognize the need to engage non-state providers (NSPs) in health systems
in order to move successfully towards Universal Health Coverage (UHC). One common approach to engaging NSPs
is to contract-out the delivery of primary health care services. Research on contracting arrangements has typically
focused on their impact on health service delivery; less is known about the actual processes underlying the
development and implementation of interventions and the contextual factors that influence these. This paper
reports on the design and implementation of service agreements (SAs) between local governments and NSPs
for the provision of primary health care services in Tanzania. It examines the actors, policy process, context
and policy content that influenced how the SAs were designed and implemented.

Methods: We used qualitative analytical methods to study the Tanzanian experience with contracting- out.
Data were drawn from document reviews and in-depth interviews with 39 key informants, including six interviews at
the national and regional levels and 33 interviews at the district level. All interviews were audiotaped, transcribed and
translated into English. Data were managed in NVivo (version 10.0) and analyzed thematically.

Results: The institutional frameworks shaping the engagement of the government with NSPs are rooted in Tanzania's
long history of public-private partnerships in the health sector. Demand for contractual arrangements emerged from both
the government and the faith-based organizations that manage NSP facilities. Development partners provided significant
technical and financial support, signaling their approval of the approach. Although districts gained the mandate and
power to make contractual agreements with NSPs, financing the contracts remained largely dependent on donor funds
via central government budget support. Delays in reimbursements, limited financial and technical capacity of
local government authorities and lack of trust between the government and private partners affected the
implementation of the contractual arrangements.

Conclusions: Tanzania's central government needs to further develop the technical and financial capacity necessary to
better support districts in establishing and financing contractual agreements with NSPs for primary health care services.
Furthermore, forums for continuous dialogue between the government and contracted NSPs should be fostered
in order to clarify the expectations of all parties and resolve any misunderstandings.
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Background

Public health facilities in many low-and-middle-income
countries (LMICs) often have limited human resources and
provide inadequate access to health care for the population.
These limitations are associated with inadequate improve-
ments in health outcomes in recent decades. Governments
seeking to move towards Universal Health Coverage
(UHC) are increasingly recognizing that they need to
engage non-state providers (NSPs) to address gaps in
their health systems. NSPs include all health care pro-
viders outside government health facilities [1], includ-
ing private-for-profit providers, private-not-for-profit
providers, and informal providers such as traditional
healers [2].

One common approach to engaging NSPs has been
contracting with them to deliver primary health care ser-
vices to a specified population on behalf of the govern-
ment [3]. Typically, a formal contract is established
between the government and one or more NSPs that
stipulates the responsibilities of all parties involved in
the contract, the type(s) of health care services to be
provided, how the contract will be financed, and ac-
countability and performance monitoring mechanisms.

In LMICs, the private for-profit and non-profit sectors
represent important and often well-resourced providers
of health care services. Governments are motivated to
contract with these NSPs both to utilize all available re-
sources to increase coverage of health services to the
population and to improve the effectiveness and effi-
ciency of services through fostering competition [2].
Contracting-out has also been encouraged by a range of
external factors, including the need to quickly scale up
vertical health programs, concerns about the quality of
available health care services and the lack of adequate
health care personnel in the public sector [2, 3].

The implementation of contracting-out may, however,
be hampered in many LMICs by several factors, including
high administrative costs and lack of sufficient providers
for meaningful competition in rural areas. As elsewhere,
existing vested interests among the parties involved in bid-
ding on and awarding contracts may present other chal-
lenges to unbiased assessment and management of
contracts [4]. Furthermore, contracting-out may result in
further fragmentation of the health system, particularly in
countries where monitoring is weak [3].

In Tanzania, NSPs of health services include faith-based
organizations (FBOs), non-governmental organizations
(NGO:s), private for-profit providers and informal pro-
viders [5]. This paper focuses on faith-based providers, the
most prominent group in terms of total infrastructure,
number of staff, and geographic reach.

The private not-for-profit sector—of which the faith-based
facilities make up the overwhelming majority—is the second
largest provider of health services in the country [5]. The
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EBO sector owns 23.3% of health infrastructure, while the
state owns 60%. However, 41.1% of hospitals are owned by
FBOs while 40% are owned by the state, making
faith-based NSPs the largest providers of hospital ser-
vices in the country [5].

The Tanzanian government has a long history of pro-
viding subsidies to FBOs to serve areas without public
health facilities. In 1992 the government formally negoti-
ated agreements [6] to provide bed and staff grants to
hospitals managed by FBOs. In districts without a gov-
ernment hospital, the government designated FBO hos-
pitals to serve as District Designated Hospitals (DDHs).
In these districts, the government provided operational
support to hospitals owned by FBOs.

Since the introduction of the health sector reforms
agenda in the 1990s, the concept of partnerships be-
tween government and NSPs for health services delivery
has continued to gain importance. In 2005 the govern-
ment revised the 1992 agreements. With this reform,
district officials were empowered to contract with NSPs,
with contracts to be signed at district level rather than
by the Ministry of Health as had previously been the
case. In 2007, reforms continued with the introduction
of a new type of operational contract known as the Ser-
vice Agreement (SA). This reform signaled the transition
to a formal system backed up by solid legal frameworks
and marked the end of basing contracts mainly on infor-
mal trust-based relationships [6].

Studies on contracting-out in LMICs have reported
various, sometimes conflicting, experiences and evi-
dence [7]. For example, in South Africa and Zimbabwe,
contracted NSPs reportedly provided health care ser-
vices of the same or higher quality at lower cost [7].
However, no significant performance differences were
found between contracted and public providers in
Ghana and Tanzania [7]. One review, which focused on
the effectiveness of the contracting-out interventions in
reaching poor and marginalized groups in low-and-
middle-income countries, underscored a lack of robust
evidence [8]. Another review, however, concluded that
these interventions could be effective and should be
scaled up with more robust evaluation [9]. Other reviews
suggested that while contracting-out has improved access
to health services, its effects on other performance areas—
such as quality of services, efficiency and equity—remain
inadequately understood [10, 11].

While at least some research has been done on im-
pact, there is a paucity of knowledge on the actual pro-
cesses underlying development and implementation of
contracting-out interventions and the contextual factors
that influence their performance. This paper reports on
the design and implementation of SAs between local gov-
ernments and NSPs for the provision of primary health
care services in Tanzania. After examining the roles of
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actors, the policy process, the context and policy content
that influenced how the SAs were designed and imple-
mented, it discusses lessons regarding design and imple-
mentation of contracting out policy that may be useful
learning for other countries. This study thus complements
and explores in more depth the findings of a recent study
on stakeholders’ perceptions regarding the Service Agree-
ments (SA) [12].

Methods
Theoretical framework
This study uses the Walt and Gilson policy analysis tri-
angle to frame our findings [13]. This enabled us to ex-
plicitly examine the roles of actors, policy processes and
content, and contexts in explaining the design and im-
plementation of contractual arrangements between local
governments and NSPs. The policy analysis triangle
recognizes that the health policy process involves four
elements: the policy’s content; the context in which a pol-
icy is formulated and implemented; the actors involved
in policy design and implementation; and the processes
associated with policy design and implementation [13].
This analytical framework guided us in: mapping the
processes involved in SA policy design and implementa-
tion; investigating how actors interacted and exercised
financial, technical and political power [13] to influence
the design and implementation of SAs; and assessing the
nature and content of contracts, including the types of
services covered, target population, financing, and ac-
countability and performance monitoring mechanisms.

Study setting

Tanzania is a low-income country in sub-Saharan Africa
with a population of 55.5 million. As in many other
countries, the public health system is organized in the
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form of a pyramid (Fig. 1). Various forms of primary
health care facilities make up the pyramid’s bottom. Dis-
pensaries represent the lowest level of health care deliv-
ery in the country; they are supposed to be run by a
clinical assistant and an enrolled nurse who offer basic
outpatient curative care to a catchment of between 6000
and 10,000 people. Health centers serve populations of
about 50,000 people; these are staffed by clinical officers
supported by enrolled nurses. Further up the pyramid,
district hospitals offer inpatient services and outpatient
services not available at dispensaries or health centers.
Most districts in Tanzania have a government-run dis-
trict hospital. However, in districts without a public hos-
pital, hospitals run by NSPs are designated district
hospitals (DDH) and receive government subsidies—the
bulk of NSP designated district hospitals are FBOs. Mul-
tiple districts are grouped into regions, each of which
has a regional hospital. Finally, at the top of the pyramid
are specialized hospitals owned by the Ministry of
Health. This study focuses on SAs signed between dis-
trict authorities and FBO hospitals [14].

Health sector funding comes from two main sources:
central support financed by the government of Tanza-
nia’s general tax revenue; and development partners’
(DPs) support. DPs provide pooled funding both through
general budget support (GBS) and the Health Basket
Fund (HBF), a form of sector budget support [15]. As in-
dicated in Table 1, Tanzania depends on a significant
level of DP support to finance health care, while the
share of funding from domestic taxes remains low.

Governance of the health system occurs at multiple
levels. The Ministry of Health, Community Develop-
ment, Gender, Elderly and Children (abbreviated either
as MoHCDGEC or Ministry of Health) is mandated to
provide overall stewardship of the health sector. This

-
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Fig. 1 Structure of the health care system in Tanzania
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Table 1 Total Health Expenditures by Source (percent)

FY2002/03  FY2005/06 ~ FY2009/10  FY2011/12
Households 42% 25% 32% 27%
DPs 27% 44% 40% 47%
Ministry of Finance — 25% 28% 26% 21%
Other 6% 3% 2% 5%
TOTAL 100% 100% 100% 100%

Source: National Health Accounts (2014)

Ministry is responsible for policy development, strategic
planning, resource mobilization, and monitoring and
evaluation. Per the government’s policy of devolution,
Local Government Authorities (LGAs) are responsible
for operating and managing primary-level health ser-
vices, while regional authorities supervise LGAs and
manage regional hospitals. MoOHCDGEC shares regula-
tory and accountability functions with the President’s
Office for Regional Administration and Local Govern-
ment (PO-RALG) [16].

Study design

This study adopted a descriptive case study approach
well-suited to investigating a phenomenon in real-life set-
tings [17]. A stratified sampling technique was used to se-
lect districts to include in this study. Tanzania includes
eight health zones: Eastern, Central, Lake, Southern High-
land, Southern, Northern, Southern West Highland and
Western. In the first step, four health zones were purpos-
ively selected with consideration of variation in geograph-
ical representation. From each of these four zones, one
district was randomly selected for in-depth analysis:
Lushoto (Northern zone), Kilwa (Southern zone), Ikungi
(Central zone) and Iringa (Southern Highland zone).
Table 2 provides an overview of key demographic and
health characteristics of the four study districts.

Table 2 Key demographic and health characteristics of the
study districts

Key Indicator Iringa lkungi Lushoto  Kilwa
Population 254032 272959 332436 200,015
Population growth rate 1.6% 24% 1.1% 0.9%
Hospitals 1 2 2 2
Health Centres 6 3 5 5
Dispensaries 61 32 46 47
Divisions 6 4 5 6
Wards 25 28 33 23
Villages 143 101 125 91
Health workers available® 37% 39.5% 43% 31%
Shortage of health workers® ~ 63% 60.5% 57% 69%

Source: CCHPs (2017/2018); Census Report 2012; ® Based on the Ministry of
health human resources for health data 2014
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Data collection

To explore the design and implementation of SAs at the
district level, we conducted in-depth interviews with a
range of key informants and stakeholders. At national level,
these included officials in the Ministry of Health, the
PO-RALG, development partners and Christian Social
Services Commission (CSSC), an umbrella organization
that coordinates Christian faith-based health providers. At
regional and district levels, key stakeholders included
Regional Medical Officers, Council Health Services Board,
District Medical Officers, Council officials, and manage-
ment teams at faith-based health facilities. Purposive and
snowball sampling techniques were used to identify inter-
viewees. All respondents who were approached agreed to
participate in the study. As indicated in Table 3, 39 inter-
views were carried out, including six interviews at national
or regional level and 33 interviews at district level. We
developed our own interview guide, informed by the
topics that comprise the Walt and Gilson framework.
Interviews were conducted in Kiswahili language by
SM, DC and CM in 2016. All interviews were
audio-recorded after obtaining verbal permission from
the respondents.

In addition to the interview data, we reviewed various
documents, including guidelines for developing SAs,
signed contracts, and hospital annual reports. The docu-
ment reviews were primarily used to supplement and
cross-check information on the nature and content of
the contracts, including the types of services covered,
how contracts were financed, contract management and
performance monitoring mechanisms.

Data management and analysis

The recorded interviews were transcribed verbatim by
experienced transcribers and were checked for accuracy
by four research team members (SM, DC, ED and CM).
The interview transcripts were then translated from
Kiswahili into English by a professional translator and
the translations checked for accuracy by the Principal
Investigator (SM). The first four authors (SM, DC, ED
and CM) each read between five and 10 transcripts to
familiarize themselves with the data. Two members of
the research team (SM and DC) developed a code man-
ual based on the objectives of the study and conceptual
framework. The codebook was shared for review with
senior researchers (ZS and KR). Using NVivol0 qualita-
tive data analysis software [18], three members of the re-
search team (SM, DC and CM) independently coded the
first five interviews to develop consistency. Thereafter,
SM and DC coded the remaining transcripts. New codes
that emerged during the coding process were added with
consensus from all research team members. Saturation
was achieved when no more codes emerged from the
data. Key themes were then independently identified by
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Table 3 National, regional and district level key informants
District level respondents Number of interviews
lkungi Lushoto Iringa Kilwa
1 Council Health Management Team 3 3 4 3
2 The Council Health Services Board 1 - 1 1
3 Diocese Leaders (Bishops' offices) 1 2 1 1
4 District Legal Officers 1 - - 1
5 FBOs providers and administrators 2 2 2 2
6 Hospital financial officers - 1 1 -
Total District level interviewees 8 8 9 8
National and regional level respondents Role in the Service Agreement
1 Ministry of Health, Community Development -Formulates SA template (policy) 1
Gender, Elderly and Children (former Ministry and monitors the implementation
of Health & Social Welfare) of this policy
-Finances service agreement
2 President’s Office Regional Administration Formulates SA template and monitors 1
and Local Government the implementation of this policy
3 Christian Social Services Commission (CSSC)- Provides technical support to health 1
Umbrella Organization for Christian facilities under their umbrella that
faith-based organisations have entered into SA with the
district councils
4 Development partners Provide technical and financial support 1
in the development and implementation
of the SA
5 Regional Health Management Team Provides technical back up to the district 2
councils in the implementation of the SA
Total interviewees 6

each of the coders and organized by level of respondent to
facilitate comparisons. The themes were discussed by the
researchers. Finally, two researchers (SM and DC) identi-
fied representative quotations for each key theme, and ob-
tained consensus from all team members. The study thus
used deductive and inductive methods to generate the
themes [19]. The key dimensions from Walt & Gilson’s pol-
icy analysis framework—actors, process, context and con-
tent—informed the deductive approach to analysis and the
format for reporting our findings in the following section.

Results

The policy process and actors involved

This section describes the policy process, including key
actors involved in the design and implementation of the
SA reform, at the national and district levels.

How did the policy emerge and evolve at the national level?

Document analysis and national level interviews alike indi-
cated that engagement between the government and FBOs
evolved over time and was broadly influenced by domestic
and international socio-economic changes. In particular, the
policy and institutional frameworks for SAs are rooted in
the history of public-private sector collaboration in provision
of health care services. Since Tanzanian independence,

various semi-formal and informal arrangements have existed
between the government and faith-based NSPs. However,
until 1992, no formalized system defined partnerships be-
tween government and NSPs [20].

In the 1990s, the introduction of the health sector
reforms agenda occurred as the government struggled to
deal with economic crises that adversely affected health
services delivery. During this period, the concept of part-
nerships between government and NSPs in health services
delivery gained importance. The 1990 National Health
Policy underlined the need for the active participation of
NSPs in the provision of health services [21]. In 1992 the
government formally negotiated agreements providing
bed and staff grants to hospitals managed by FBOs [6].
The 1994 formulation of the health sector reforms (HSRs)
policy represented the next major milestone. The HSRs
highlighted the importance of, among other things, the
role of NSPs in health service delivery [22]. In 2005, the
government revised the 1992 agreements so that contracts
could be signed at district level by the office of the District
Executive Director (DED) rather than only by the Ministry
of Health, as had been the case previously.

In 2007 the government introduced the Primary Health
Services Development Program (PHSDP), a major initiative
to run from 2007 through 2017 [23]. This program also
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recognized the role of NSPs in expanding the coverage of
health services. Consequently, in the same year, the Minis-
try of Health and Social Welfare (MoHSW) (since renamed
MoHCDGEC) developed a SA template to guide contrac-
tual arrangements between NSPs and the local government
authorities [24]. The template was developed collaboratively
by a steering team that was led by the MoHSW. Other
stakeholders on the steering team included the Association
of Private Health Facilities in Tanzania, CSSC, National
Muslim Council of Tanzania, Tanzania Public Health Asso-
ciation, and DPs such as the Tanzania-German Programme
to Support Health (TGPSH), the Danish International De-
velopment Agency (DANIDA) and the United States
Agency for International Development (USAID) [14].

While the Ministry of Health led the process, DPs pro-
vided significant technical and financial support to formu-
lating, drafting and refining the SA template, in addition
to advocating for the reform. One DP respondent said:

Apart from advocating for the public-private partnership
and providing technical advice to the Ministry of Health,
we participated actively in the drafting of the service
agreement template at the national level.
(KI#36_Development partner)

Another respondent also commented on the inclusion
of development partners:

The Ministry of Health was in the forefront in
formulating the service agreement template. However,
we got high technical support from the development
partners, particularly TGHS, DANIDA and USAID.
They even participated in writing the policy.
(KI#34_Umbrella organization)

In 2009, Tanzania’s first public-private partnership (PPP)
policy was developed to guide the institutionalization of
these partnerships [24]. The PPP Act followed in June
2010 [25] and PPP Regulations were gazetted in June 2011
[26]. Other related policy documents include the MoHSW
PPP strategic plan 2010-2015 [27] and the MoHSW PPP
policy guideline [28].

How were the service agreements adopted at district level?
Per these policies, responsibility at the district level for
developing and signing SA contracts was vested in the
Council Health Management Team (CHMT) and the
DED’s office, as well as the managers and owners of NSP
health facilities [14].

The actual process of developing the SA typically entailed
a number of activities. The district government formed a
team of experts to carry out contract development. Several
consultative meetings between local government officials
and FBOs were conducted. The local government team
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consulted with the Ministry of Health and received technical
support from development partners, particularly GIZ, which
had established a presence in four regions in Tanzania. One
development partner noted:

We actively participated in advocating for the service
agreement to the districts and non-state providers. We
aimed to make district officials aware of the need for
the service agreement and to strengthen their capacity
in developing and implementing the contracts. Even
looking at the number of signed service agreements to
date, almost half are in four regions supported by us.
(KI#36_Development partner)

The FBOs, for their part, received technical support
from the CSSC umbrella organization and the develop-
ment partners.

Contextual factors influencing the service agreements
The demand for contractual arrangements emerged
from both the government and the FBOs. All contracted
health facilities were located in areas where there were
no publicly-owned hospitals. In these hospitals, patients
had to pay for health services, including maternal and
child health (MCH) services that were provided free of
charge in publicly-owned health facilities. The majority
of people could not afford these services and conse-
quently travelled long distances to access public hospi-
tals [14]. The government sought to increase access to
affordable health care services for the population, par-
ticularly where government-owned health facilities were
not available. The SA represented an opportunity for the
government to provide financial support to existing
NSPs, thereby meeting its goals of expanding access to
affordable health care services to the general population
and free services to selected populations. One district-
level respondent described this situation:

We did not have a public-owned hospital in our
district. While this [faith-based] hospital existed,
people could not afford paying for the services. They
had to travel very far for the public health facilities.
We saw it important to negotiate with our colleagues
in order to increase access to services, particularly to
women and children. (KI#05_District health manager)

Another respondent had a similar comment:

For example, people living near [the] Mission Hospital
could not afford paying for the services. They had to
travel to [the] district hospital, which is more than 20
km away. This not only increased costs but also
contributed to high maternal and child deaths. It
was important for the district to sign the contract
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with [the Mission] Hospital in order to increase
access to services, and more importantly, provide
free maternal and child health services.
(KI#18_District health manager)

Contracting-out also met needs of the FBOs. They were
facing increased demand for health services and declining
financial resources from donors. Interviews with district
health managers and the FBOs alike revealed that in the
early 2000s most FBOs were encountering challenges in
providing health services. With declining donor support,
the FBOs could not generate enough resources to meet
the demand for medicines, equipment, infrastructure
maintenance and salaries of health care personnel. The
government, meanwhile, had improved the salaries and
incentives provided to personnel in the public health sec-
tor. As a result, health professionals, particularly medical
doctors and nurses, were leaving faith-based hospitals to
join public hospitals. Faith-based hospitals, therefore,
needed new sources of financial and human resources in
order to effectively provide health services. One hospital
administrator noted:

I was one of the management team members and it
was a time when there was big exodus of health
workers. Doctors were moving away to the government
hospitals and we found that we needed some help
from the government. Therefore, we decided to
negotiate with the district council to see how it could
help us, and by then the district had no district
hospital. (KI#06_In-charge FBO facility)

The content of the service agreement policy
This section describes the nature and content of the SA
policy, including the type of services the contracts cov-
ered, target populations, financing, and accountability
and performance monitoring mechanisms.

Types of services covered in the contracts

In all districts, the contractual arrangements mainly
aimed at increasing access to MCH services. The central
government had committed to provide free MCH ser-
vices in all public health facilities. The specific services
covered included antenatal care, delivery and postnatal
care services and prevention of mother-to-child transmis-
sion of HIV [14]. The districts were, therefore, obliged to
ensure that patients receiving these MCH services were
not charged.

In addition to free MCH services, contracted hospitals
were required to subsidize health services for the general
population. The contracts required FBOs to follow the
government’s price list from the Cost Sharing Guideline
of 1997. However, hospitals did not consistently adhere to
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the recommended health service prices. Our review com-
pared the Cost Sharing Guideline with actual hospital
price lists; findings from these document reviews were
confirmed in interviews with officials from local govern-
ment and contracted FBOs. Many hospitals set their own
prices higher than the prices in the Cost Sharing Guide-
line. In interviews, officials attributed this inconsistency to
insufficient monitoring of the SAs.

Financing of the service agreements

In two of the four districts where this study was con-
ducted, the contracts were initially funded by GIZ, which
disbursed funds to district authorities. The contracted
hospitals were paid on a fee-for-service basis by the dis-
trict authorities for services rendered to pregnant women,
children and other vulnerable groups of the population.
One respondent described:

Initially, we received forty million [Tanzanian]
shillings from the Tanzania Germany Programme for
Health Support (TGPHS) to finance the service
agreement. They promised that if funds were used
efficiently, they would fund the contract for another
year. (KI #26_FBO provider)

However, GIZ’s financial support ended when its grant
closed out and the districts were not able to finance the
contracts with locally-generated resources. Both districts
then changed the mode of payment from fee-for-service
to a lump sum. A similar lump-sum financing mechan-
ism was reported in the two districts that were never
supported by donors. Districts were required to include a
budget for contracted hospitals in the district annual
health plans, commonly known as Comprehensive Coun-
cil Health Plans (CCHPs). These were financed by the
central government using the HBF. The basket fund, while
administered by the central government, is itself largely
dependent on donor support [15]. HBF funds were allo-
cated according to a formula determined by the central
government: population size (70%), poverty count (10%),
district medical vehicle route (10%), and preventing
under-5 mortality (10%) [14]. Funds were disbursed to
contracted NSPs from district councils on a quarterly
basis. The SAs required districts to allocate 25% to 30% of
their annual health plan budgets to the contracted hospitals
and contracted NSPs were supposed to be actively involved
in the planning and budgeting process. However, the
contracted FBOs felt that they were inadequately involved
during planning and budgeting. Respondents reported that
they were only involved during the preparation of CCHPs
for the basket fund. Other activities implemented by
contracted FBOs but using sources other than the basket
fund were not jointly discussed. In addition to the HBE,



Maluka et al. International Journal for Equity in Health (2018) 17:118

contracted FBOs received other support including staff
training grants from the central government, seconded
staff from district councils and contributions of medicines
and medical supplies from the Medical Stores Department
(MSD) of the Ministry of Health, as reported by one
respondent:

Since we signed the service agreement with the district,
we have been getting support from the central
government through the district. Some staff in our
hospital are paid their salary by the central government.
We also receive staff from the district and funds for
medicines through the MSD. (KI#04_Dioces leader)

Another respondent added:

We are getting support from the government in terms
of staff; salaries, as well as allocation of medicines and
medical supplies through the medical stores
department. (KI#24_ FBO health provider)

Two main problems were reported by the FBOs in re-
lation to financing: overall shortages of funds and delays
in the disbursement of funds. Shortages were caused by
high demand for health services. Contracted FBOs regu-
larly reported that they had served more MCH clients
than before SA was in place, including some clients
coming from neighboring areas. This increased staff
workload and incurred extra costs for these health facil-
ities, as reported by staff at the FBOs:

Patients who come for health services in this hospital
do not only come from [this] district. Other patients
come from neighboring districts. We are working at a
loss because we are spending more than we are
receiving. (KI#8_FBO provider)

Another respondent stated:

The support we get from the government is not adequate.
We receive patients even from outside the catchment
area. But the contract says that you get budgetary
allocation in the basket fund according to the catchment
area which you serve. So a challenge emerges in the sense
that the service which you provide and that which is
covered become an issue. (KI# 10_ FBO provider)

However, district health managers argued that the gov-
ernment support was meant to complement, not replace,
other sources of hospital revenues. District health man-
agers raised concerns that FBOs were not transparent
about their other sources of income, such as user fees,
cost sharing, insurance and receipts in-kind in their re-
spective health plans. One DHM said:
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The hospital needs to be transparent. Our fellows [i.e.
the contracted hospitals] do not disclose the incomes
generated from other sources. They only report
expenditures related to basket fund. It would be good
if they also disclosed the income generated from other
sources. (KI#09_District health manager)

Another government respondent felt similarly:

The main problem with our partners is transparency;
transparency in matters of the income which they get,
for example, from their donors. You will find that they
read the collections statement to the Board, but
transparency in resources which they get from other
sources is not there. (KI#32_Regional health manager)

Disbursing funds from the contracts also created chal-
lenges. The government was supposed to disburse funds
to hospitals quarterly. However, significant delays were
reported by many:

The money from the Government usually comes late. It
may be the case that it is a problem from the top, but
when it comes we already have used our own
resources, and we get stuck in one way or another.
(KI#06_In-charge of FBO hospital)

Another respondent noted:

Delays in the disbursement of funds is a serious
problem. Although the funds provided are not
adequate, if they were disbursed on time they would
help overcome financial crisis in the contracted
hospitals. (KI#36_Development partner)

In their interviews, district officials reported that the
delays in disbursing funds to the hospitals were due to
delays in receipt of funds from the central government.
Ministry of Health officials likewise reported that delays
in disbursing basket funds to the districts were caused
by delays in receiving funds from donors.

We largely depend on funds from the development
partners. The delay is sometimes due to late receipt of
funds from the development partners. This is a big
challenge for our country (KI#37_National level
respondent).

Management of contracts

The MoHCDGEC is primarily responsible for the formu-
lation of the contracting-out policy, advocacy for the ini-
tiative and monitoring implementation. At the national
level, a public-private partnership (PPP) office (desk) at
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MoHCDGEC headquarters coordinates PPP arrangements
in the health sector. Another PPP desk at the PO-RALG
headquarters coordinates PPP matters in all sectors. Both
PPP desks liaise with regional PPP forums and steering
committees. These, in turn, are supposed to provide tech-
nical back-stopping to district councils in the implementa-
tion of the SA, including linking the MoHCDGEC with
the district councils for reporting [14, 28].

The SAs clearly stipulate conditions, duties and obliga-
tions for local government authorities and NSPs alike. Ac-
cording to the SAs, contracted FBOs are eligible to receive
funds only following submission of quarterly technical, fi-
nancial and progress reports. The Regional Health Manage-
ment Team and the CHMT are responsible for overseeing
technical implementation of the SA. The CHMT members
have the authority to conduct spot checks in contracted fa-
cilities. In all districts, day-to-day management of the SA
contract was part of the mandate of hospital boards com-
posed of members from government and the FBOs. A hos-
pital board, created for the purpose of SA management, is
supposed to convene quarterly [14, 28].

However, interviews revealed inadequate capacity of
the contracted parties to implement the contracts. This
perspective was elaborated by respondents from multiple
sectors, beginning with development partners:

The main challenge I see is the capacity of both
parties to manage the contract. On the one hand, most
of the contracted hospitals have inadequate capacity
in terms of human resources. Very few staff are
competent and able to oversee the implementation of
the contract. On the other hand, the district health
managers are not capable to oversee the delivery of
quality health services in the contracted hospitals.
(KI#36_Development partner)

A FBO respondent reported a similar experience:

The district health managers were supposed to
conduct supervision on quarterly basis and submit
reports to the hospital board. Unfortunately,
supervision is rarely conducted and board meetings
are not held regularly. This makes it difficult to detect
and address challenges in the implementation of the
service agreement. (KI#28_Diocese leader)

According to the guidance in the contracts in all districts
where this study was conducted, contracts were supposed
to be reviewed after every three to 5 years. This study was
conducted nearly 10 years after the contracts were estab-
lished, but no district had reviewed the contract.

The SAs provided no guidance on dealing with dis-
agreements. Conflicts among the parties were expected
to be solved amicably, and little recourse was available
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when they could not be resolved. Inadequate account-
ability mechanisms made it difficult for both the local
government and the NSPs to take action when intract-
able conflicts arose.

There is big control of us. If the government does not
provide the money that we are spending for maternal
and child health, we have no mechanism to make the
government accountable for it. We need to have
mechanisms for making the government accountable
for it. (KI#04, In-charge of FBO hospital)

Discussion

This study explores the contracting strategy used to
engage NSPs in the Tanzanian government’s efforts to
move towards universal health coverage. Most of the
existing literature on contracting-out focuses on asses-
sing impact, rarely describing specific design and imple-
mentation features in detail. The study adds new
knowledge on the processes by which NSPs were en-
gaged in the context of a resource-poor setting. The
context in which contracting-out is implemented and
the design features of the intervention greatly influence
its chances of success [10, 11]. The lessons learned in
this study regarding contracting policy design and imple-
mentation could be relevant to future efforts in Tanzania
as well as to other countries implementing contractual
agreements between governments and NSPs to improve
primary health care services. The paper also provides
some reflections on the use of the Walt and Gilson
framework.

Building contracting-out into existing policy and practice
Previous involvement of NSPs in the national health sys-
tem was mainly founded on mutual knowledge and per-
sonal, trust-based relationships. The introduction of
service agreements as a mechanism through which the
Tanzanian government engaged FBOs in providing pri-
mary health care services added formality to the process
of contracting out. Official Acts, policies and guidelines
[25-28] were established that institutionalized and stan-
dardized what the agreements covered and how services
operated. These legal and policy frameworks and struc-
tures facilitated effective contracts to assure the provision
of primary health care services according to government
standards.

While the formality of the new service agreement of-
fered more guidance and guaranteed more accountability,
relationships and trust among different actors at the
national and district levels remained influential. These
extended beyond the parties named in the SAs. For in-
stance, trusting relationships existed or were built among:
key stakeholders in the Ministry of Health who were
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responsible for policy guidelines and quality assurance;
staff at PO-RALG who were responsible for policies at the
district level; development partners providing financial
and technical support; and the government stakeholders
leading the process. Likewise, existing trust between the
public and the NSPs in districts were central to encour-
aging people to seek health services at the institutions.

In Tanzania (as in many other developing countries),
development partners actively influence policy design
and implementation processes [29]. The study’s findings
revealed that international partners have played a signifi-
cant role in placing contracting-out on the HSR agenda,
as well as in the SA policy design and implementation.
This has long-term implications. The government of
Tanzania remains heavily dependent on donor funding
for health care expenditures, including financing for
SAs. Studies elsewhere have indicated that while the
support provided by DPs is significant and highly appre-
ciated, it can create problems related to sustainability of
the relevant policies and interventions [30-32].

Further, dependence on donor financing and technical
support leaves domestic policy processes open to external
influence. This can result in a negotiated set of priorities
that reflect technical, political, and economic consider-
ations defined more by the interests of donors than do-
mestic needs [33, 34]. Concerns about the impact of
donor dependence can be alleviated when the central gov-
ernment builds sufficient internal technical and financial
capacity to meaningfully participate in negotiations and to
support district authorities as they establish and finance
contractual agreements with NSPs.

Implementing contracting-out policy

With policy guidance and technical capacity in place,
implementation becomes the next challenge. Our study
revealed that district leaders did hold real authority
when negotiating contractual agreements with NSPs.
This was a significant difference from earlier models of
contracting-out in Tanzania reported in other studies. In
these earlier models, contractual agreements were made
centrally by the Ministry of Health and district-level au-
thorities were left out of the choice of NSPs and contract
negotiation processes [6].

Financial management remained a problem with SAs.
While the districts now had both the mandate and the
power to make contractual agreements with the NSPs,
they still had little power over the financing of the con-
tracts, nor could they finance them directly with their
own resources. Districts depended on the central govern-
ment to provide financing for the SAs through basket fund-
ing from donors. Insufficient and untimely payments
negatively affected the implementation of the contractual
agreements. We found wide agreement among our respon-
dents that contracted FBOs were compelled to compensate
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for financing gaps through their own or other external re-
sources; these continued to become increasingly limited.
FBOs in Tanzania reported facing growing difficulties
resulting from decreased external financial support. Finan-
cial management difficulties and gaps had serious negative
effects for the faith-based NSPs. This finding corroborates
assessments of contracting-out experiences in Cameroon
and Chad, as well as other experiences from Tanzania [6].
For example, in Cameroon it was reported that the Minis-
try of Health did not fulfil commitments on subsidies, allo-
cation of staff, and official recognition of hospitals as
district hospitals, despite repeated requests from NSPs [6].
Likewise, a recent study in other districts in Tanzania re-
ported significant shortages and delays in disbursements
of funds from the central government to NSPs [35]. Re-
cent studies on decentralization in Tanzania have indi-
cated that transferring decision-making powers without
fiscal power can lead to sub-optimal outcomes [36, 37].

The inclusion of the non-state sector in budgeting and
planning processes at all levels is fundamental for strong
PPP relationships. Participation by NSPs leads to more
efficient and effective use of available resources, espe-
cially in district-level annual health plans. However, the
private sector allocation in CCHPs remained a constant
25%, without accounting for variations in available pro-
viders or level of need in a given district. More compre-
hensive planning and mapping of resources throughout
the sector—both thematically and geographically—could
facilitate improved equity in resource distribution. More-
over, the limited capacity of district governments to
make timely payments to contracted NSPs may drive de-
terioration of the relationships between the government
and NSPs [12]. The government and the contracted
NSPs must maintain continuous dialogue to ensure clear
expectations of roles and responsibilities. Ongoing dia-
logue would also allow the parties to quickly address
and resolve any misunderstandings that occur during
the implementation of the SAs.

Implementation of SAs (and other PPP arrangements) re-
quired skill sets that were not necessarily available among
either district councils or the NSPs. Other assessments of
the SAs in Tanzania have reported that needs assessments
were not conducted prior to signing agreements; they also
found that monitoring and evaluation were not adequately
done by the government [35, 38]. A comparative study on
contractual agreements between the government and
faith-based health providers in Cameroon, Chad, Uganda
and Tanzania reported similar challenges and their negative
effects on the contracting experiences in these countries
[6]. Another study, conducted in Malawi, concluded that
Service Level Agreements (SLAs) between the government
and the FBOs were introduced too quickly, before adequate
supporting structures, such as clear policies to guide imple-
mentation or arbitration committees to resolve difficulties,
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had been established [39]. This resulted in growing mis-
trust, moral hazard, and in some cases the termination of
SLAs. Building public sector capacity to work with the pri-
vate sector, including developing skills to negotiate and
oversee contracts with private providers, is imperative.

The success of contracts often depends on whether they
create a sense of accountability in addition to formal re-
quirements for monitoring adherence and providing infor-
mation to improve services as needed. This study indicated
that the lack of mechanisms for monitoring resulted in hos-
pitals setting prices for services which exceeded those in
the contract. The NSPs argued that the absence of a review
mechanism for the SAs forced them to increase prices to
reflect increasing costs and the changing economic context.
This highlights the risks of implementing contracts for long
periods without review. Studies in other settings also re-
ported on several contracting projects that suffered as a re-
sult of poor monitoring [40-43]. These findings suggest
that the central government must play a role beyond overall
strategic policy leadership and financing of health care. All
levels of government should be required to monitor health
care delivery in order to remain up-to-date with the situa-
tions faced by providers.

Using the policy triangle analysis framework

The Walt and Gilson policy analysis framework helped
organize and simplify our study of a complex set of key
factors (actors, processes, content and context) and their
interrelationships in policy creation. The use of this
framework particularly guided the study’s approach to
analyzing the socio-economic, political and international
contextual factors and actors that influenced the process
by which the SA policy was designed and implemented.
The framework also made it possible to analyze how the
content of the SA policy fulfilled its objectives [44—46].
The policy triangle framework is recommended to re-
searchers seeking to understand complex policymaking
and implementation processes [44, 46]. Knowledge gen-
erated from this policy analysis may be useful to re-
searchers and other stakeholders seeking to influence
policy-making in LMICs [12, 44]. Further, using the
same framework to study multiple settings enables fu-
ture cross-country or time-series analyses.

Limitations of the study

This study relied primarily on document reviews and
interviews with stakeholders involved in the develop-
ment and implementation of the service agreements at
the district level. The study did not, however, interview
any of the intended beneficiaries of the SAs to assess
their experiences and perceptions of the health services
provided. Secondly, the study was limited to four districts
due to budget and time constraints. While efforts were
made to sample districts with varying characteristics and
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respondents involved at different levels of decision-making,
the results may not be generalizable to other districts or
contexts.

Conclusion

Strengthening PPPs in primary health care is essential to
achieving universal health coverage in Tanzania. Introdu-
cing service agreements as a mechanism for contracting-
out public primary health care services in Tanzania success-
fully gave districts the mandate and power to make con-
tractual agreements with NSPs. However, financing the
contracts remained largely dependent on donor funds via
central government budget support. The limited financial
control held by the districts undermined effective imple-
mentation of the SAs with faith-based health NSPs. NSPs
must be more fully involved in district annual health plans
and in health budgeting and planning processes at all levels.
Meaningful involvement of NSPs should lead to more effi-
cient and effective use of limited available resources. Fur-
ther, the central government needs to continue building its
own and district-level capacity to provide technical and fi-
nancial support to districts establishing contractual agree-
ments with NSPs. Finally, continuous dialogue is needed
between the various parties, including government, do-
nors and contracted NSPs. Communication and dialogue
reinforce the trust-based relationships that ensure clear
expectations for each party and enable the parties to
resolve misunderstandings or other disagreements that
arise during the implementation of service agreements.
Tanzania’s implementation of SAs in contracting-out
delivery of primary health care services has already made
significant contributions towards the country’s movement
for universal health coverage. Lessons learned during the
processes of the SA policy development and implementa-
tion can be applied to further strengthen and streamline
partnerships among state and non-state actors for health.
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