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Abstract

This paper describes the aims, design, implementation, and preliminary impact of Tanzania’s Community Health Fund (CHF) from 1994/95 to 2001.  Under the leadership of government, and with the technical support of the World Bank and other Donors, the CHF initiated a prepayment scheme as an alternative to user fees, incorporating a variety of financing, funding, provider payment, organizational and regulatory changes that were new to the country’s health system.   In retrospect, the CHF responds to directives in the World Health Report 2000 emphasizing that national health systems should not only seek to improve health status per se, but should also aim to improve financial fairness and risk pooling, as well as responsiveness of providers to clients.   The goals pursued by the CHF are also consistent with World Bank goals to improve targeting of poor people through risk pooling, as well as the World Bank Institute’s Flagship Program on ‘Health Sector Reform and Sustainable Financing’.   While the CHF has confronted major implementation hurdles, it is also apparent that successes are accruing incrementally, with the implication that this scheme, and others like it, merit further support and development.

Acknowledgement:   Many people have played a key role in the design, implementation, and evaluation of Tanzania’s CHF.  Many of these people are identified in the quantitative and qualitative surveys referenced in this paper.   In addition, I would like to mention the visionaries without whom the CHF would not have been possible: R. Shirima, Charles Griffin, Emmanuel Malangalila, Faustin Njau, Chiyo Kanda.

Tanzania’s Community Health Fund: 

Pre-payment as an alternative to User Fees

Background

In 1994/95, the Government of Tanzania (GOT) collaborated with the World Bank to design a new approach to improving the financing and provision of health care to households in rural areas.   The new approach, a   ‘Community Health Fund’ (CHF) would  (i) collect prepayments from households on a voluntary basis, (ii) receive a matching grant from government equal to the prepayments, and (iii) contribute to the financing and provision of services for CHF members.

Government’s motivation to support the CHF was to provide households with an alternative to paying user charges at publicly operated hospitals, health centers and dispensaries.   Government had introduced user fees because tax revenues simply could not sustain the public health system, let alone fund essential quality improvements.  

The motivation for households to join the CHF was threefold.  First, there was widespread dissatisfaction with current financing of publicly operated health services, resulting in poor quality of service and limited commodities, especially drugs.   While everyone agreed that revenue from direct and indirect taxes had to be supplemented, the idea of prepaying for quality health services when people could afford it sounded more attractive than paying out-of-pocket at times of injury or illness.  Second, cost-sharing by government meant that prepayments by households would be effectively doubled.  Third, management of CHF revenues in closer proximity to where members lived was seen as a way of improving control over resources, assuring greater value-for-money, and improving accountability to households.   This feature carried considerable appeal in a country with a strong tradition of decentralization to the extent that the bill to establish CHF passed in the parliament and wasn’t opposed even by the opposition party parliamentarians.   The consensus was 100 percent.

The CHF was designed to complement and improve on the current situation, not replace public or private modes of health financing and provision.   The main structural features of the CHF can be described as follows;

· Financing: pre-payment contributions, once yearly, with government matching payment

· Funding mechanism: legally established CHF fund manages contributions

· Provider payments: CHF uses funds to top up recurrent costs of public facilities to assure quality care and/or to reimburse members who pay for services at collaborating voluntary private facilities

· Organization: semi-autonomous CHF board including community, district council and MOH representatives responsible for banking and auditing of funds, expenditures, negotiating agreements with private voluntary providers, 

· Regulation: monitoring and evaluation of services/commodities by CHF, bolstered by external, occasional quantitative and qualitative surveys, and government regulations

· Empowerment of members: CHF educates members about health service entitlements, their ownership and control of CHF funds (through representation), and regularly solicits their perceptions of quality 

Although CHF was not designed as a formal experiment with testable hypotheses, it was guided by expectations relating to improvements in health system performance.   In terms of core health system goals, CHF aimed to improve health outcomes through better access to quality services, improved risk protection through prepayment, and behavioral change in the form of improved responsiveness of providers to clients.    In terms of  intermediate health system goals, the CHF was expected to contribute to improved efficiency, equity, quality and financial sustainability in the financing and provision of health services.  Needless to say, these are extremely broad and ambitious goals, usually associated with major reforms at a national level.
   Modesty prevailed in Tanzania to the extent that even incremental improvements in the performance of the health system would have been interpreted as a “success” by the CHF team.

The Opening Debate

The idea that CHF could jointly improve health outcomes, assure some measure of financial risk protection, and increase responsiveness to clients was not an easy sell to Tanzanian stakeholders in health.  They had relied almost entirely on publicly financed and provided health care during the last 40 years and viewed alternatives, especially if they involved private sector initiatives, with suspicion.   Within government there was considerable resistance, based on the presumption that what Tanzania’s health system needed most was more money for the Ministry of Health so it could bolster it’s traditional role in strengthening the current system of public provision, build more facilities, buy and distribute more drugs, pay higher salaries, etc.   From this perspective, a CHF-type mechanism that would mobilize and use funds separate from the public purse was viewed as a threat to the status quo.

Several donors operating in Tanzania also resisted the CHF concept and were unwilling to provide any support to it.   Resistance had much to do with suspicions that transferring important health functions – revenue mobilization, fund management, quality assessment  – to poor communities was a disastrous plan because local management capacity was completely inadequate.   Nor did the notion that CHF could operate as a purchaser of services, rendering providers accountable for ‘value-for-money’ fit well with traditional supply side policy of donors which negotiated almost solely with centralized and local bureaucracies responsible for national health.

Others within Tanzania’s Ministry of Health, representatives of the country’s private voluntary or mission facilities, and members of various national NGOs were more enthusiastic however.   The country’s network of mission facilities noted willingness and ability of households to pay user fees for quality services, even in very poor regions.  Other NGOs saw the CHF as a way of empowering people to take more responsibility for the financing and provision of local health care.  

Perhaps the most enthusiastic supporters of the CHF were the communities themselves.   This impression emerged from dozens of consultation and focus group meetings with community leaders and households in poor rural areas.   The most visible and consistent efforts to take stock of public opinion were sustained by Dr. R. M. Shirima, past Permanent Secretary of Health in Tanzania, who became the Executive Director of the CHF scheme. 

World Bank staff and other international experts involved in the CHF design were enthusiastic about the theory and potential promise of CHF but were worried about implementation.   Enthusiasm stemmed from the prospect of piloting an approach that had both ‘demand side’ and ‘supply side’ aspects.    Strengthening the ‘demand side’ was equated with involving rural households more actively in their health care through the establishment of a fund which would operate as their agent to assure better quality services, better access to drugs, improved provider behavior toward patients, and some degree of risk protection.   Implementation worries stemmed from the huge menu of preparations required, the importance of finding people who could execute the task, and the need to demonstrate results in a political environment that was predisposed to be cynical. 

Finally, everyone had reason to be skeptical for the simple reason that Tanzania is one of the world’s poorest countries.   Only $5 per capita, per year, is spent on health from all sources.  Of this, donors spend approximately $2.60 per capita per year, and government spends only  $.70 per capita, per year.    In such a context, where households have so little to pay for health, there were fears that CHF might make no difference at all. 

Piloting the CHF in Igunga District

Piloting CHF began in 1996 in a largely rural district, Igunga, representing  a population of about 200,000.   By 2002, the scheme had gradually expanded to nine adjacent districts.   Two districts examined here, Igunga and Rural Singida, each have 10-12 health facilities, of which about 75% are dispensaries and 25% are rural health centers with in-patient capacity.  The dispensaries serve a catchment population of about 6,000 people, rural health centers about 60,000 people.   Both districts also contain a public or mission hospital as well as a small number of private voluntary or religious ‘mission’ facilities. 

Preparations for the pilot included an extensive marketing strategy, more than 110 meetings with district and village level representatives, training of people involved in the management of CHF, and capacity building of public providers that would be serving CHF members.   In 1999, two separate surveys were conducted to assess quantitative impacts on the one hand, and qualitative on the other.  These surveys concentrated on three years of experience with CHF in Igunga between 1996-99, and seven months experience in one of the roll-out districts Singida Rural in 1999.  Details of the quantitative and qualitative survey are provided in (MOH, 1999a) and (MOH, 1999b) respectively.   

Two caveats are in order prior to presenting results.   First, a baseline survey was never conducted prior to implementation of the CHF, meaning its impact cannot be rigorously determined in terms ofa change in measurable outputs or outcomes between two points in time.   This is a weakness of the CHF insofar as baseline surveys are critical to effective performance evaluation.   Second,  several adjustments were introduced as the pilot evolved.  Some were technically motivated (based on lessons learned) while others were politically motivated.  This is problematic for evaluators because the ‘menu’ of CHF goals and objectives underwent change in mid-stream.   

Expectations and Findings

Appeal of pre-payment to households: The design team expected that voluntary pre-payment would be foreign to many rural households because government-provided health services were traditionally viewed as being “free of charge”.  The team also expected, however, that households were fully aware that publicly provided services were extremely under funded, resulting in poor quality.  Prepayment in return for the promise of quality services was therefore expected to have appeal.  The introduction of a flat user fee at publicly operated health posts/clinics of 1,000 Tanzanian shillings was further expected to reinforce the appeal of an alterative pre-payment approach.   And perhaps most important, the offer that government would match household contributions, thereby cost-sharing the provision of improved health care was expected to be a major attraction.

Intensive focus group sessions at community level prior to the launch of the Igunga pilot bore out expectations regarding lack of familiarity with the principles and practice of pre-payment.   For example, potential clients were confused when informed they would not get their contribution back at the end of the year if they had not utilized health services, thus misunderstanding the concept of risk pooling.    A lesson learned is that such issues require a great deal of advance, preparatory communication and information by local leaders.  

While the idea of pre-payment as a means to assure continuous access to quality services was welcome, as was the prospect of cost-sharing by government, the focus groups revealed that  suspicions were strong that government and providers wouldn’t perform their expected role.  This suspicion was based on years of exposure to poor and irregular service patterns at public facilities and questions pertaining to use of tax revenue.   As expected, the cost-sharing offer was a major attraction, because government’s contribution would effectively double local purchasing power for health.  Fortunately, government was able to draw on funds from a World Bank loan and did not falter in honoring this expectation.   A lesson learned is that the CHF pilot in Igunga played a central role in alleviating suspicions, demonstrating how pre-payment works, and that government would indeed honor it’s cost-sharing commitments.  

Appeal of pre-payment to providers:  Both public and private health providers in Igunga and roll-out districts viewed the CHF as a potentially appealing alternative to collecting user fees.   Private voluntary providers were willing to contract with the CHF to receive reimbursement for services rendered to CHF members.  In their view, the CHF had the potential to contribute to a more regular and reliable clientele, and would help reduce clients needing services but unable to pay out of pocket.   Though public providers took more convincing because they were  not used to a tradition of charging, the prospect of serving pre-paid CHF members was seen as an attractive alternative to collecting user fees for each and every service, often at times when people were unable to pay.    . 

Membership of households: Based on a variety of theoretical and empirical sources, the design team recognized that a majority of households would have to join the CHF if it was eventually to achieve financial risk-pooling  -- where the contributions of the relatively wealthy and healthy  cross subsidize expenditures on preventive and curative care of the relatively poor and sick.   Initial expectations were that approximately 30 percent of households would join, with hopes this number would increase to upwards of 70 percent.   These expectations were highly dependent on the ability and willingness of rural households to pay the contribution rate for the benefits and entitlements described below.    

Results of the quantitative survey reveal that enrollment of households in Igunga district was far below initial expectations.  Approximately 4.9% of Igunga’s households enrolled in 1996, rising to 5.9% in 1997.  In the first seven months of the roll-out district, Singida Rural, 4.1% of households had joined.   Among Igunga’s 26 wards, however, enrollment rates varied from a low of less than .1% to more 50%, and in eleven of Igunga’s wards, membership rates more than doubled between 1996-97.   

Do the low enrollments of only 5-6%  suggest the scheme has limited appeal or is too expensive?   Authors of the quantitative survey attribute the slow uptake in membership to stagnating agricultural performance between 1997-98, meaning that success of CHF is at least partially dependent on macro-economic performance.  Between wards, variations in enrollment rates over time, have also been attributed to varying agricultural performance since pre-payment contributions were made once yearly at harvest time.   

But the authors of the quantitative survey also suggest that the user fee of 1,000 Tanzanian shillings per service is too low to be an effective incentive to join CHF.  Apparently, households often pay in the vicinity of 2,500 shillings for a outpatient visit at a nearby voluntary facility.   From this perspective, paying 1,000 shillings at a public facility may not be onerous enough to motivate households to prepay 5,000 shillings for CHF membership, so as to avoid user fees.    The authors suggest that higher user fees would better represent true opportunity costs and would have motivated more households to join CHF.   If this view is correct, it implies that the risk pooling benefits of joining CHF are being undermined.   On the other hand, the fact that the CHF has now expanded to 7 more adjacent districts, where enrollment rates are purported to be between 10-30 percent, suggests it is responding to a real demand.    Moreover, the program is now part of the country’s health sector reforms complementary financing options to enhance the government budget.

Premiums and total resource mobilization:  Results of the quantitative survey found that the 5-6% of Igunga households who were willing and able to pay the 5,000 Tanzanian shilling contribution rate, mobilized a total of 46.7 million shillings during the three year period from 1996-98, rising from an initial 12.4 million Tanzanian shillings in 1996, to 14.7 in 1997, and 15.4 in 1998.
   As shown in Table 1, this amount was matched by an equivalent contribution by government.   Moreover, providers in Igunga district mobilized an additional 47 million shillings from non-CHF members from user fees that were subsequently available to Igunga health facilities to improve services.  

In total, government’s strategy to mobilize more revenue for health in Igunga district through CHF, matching contributions, and user fees raised an 140 million Tanzanian shillings, on top of normal public budget allocations to Igunga district.   Approximately two-thirds of this was attributable to CHF.  Initial data for Singida suggest a similar pattern; in the first seven months of 1999 and a total of 33 million Tanzanian shillings mobilized from premiums plus government cost sharing plus user fees.

While these amounts are small, they amount to approximately $.38 per capita in Igunga  and $1.87 per Igunga household, as conveyed in Table 1.   This $.38 figure is more than half of nation-wide government expenditures on health per capita (mid-1990s figures).   They further represent about one-quarter of all private expenditures on health per capita, and about 15% of donor expenditures per capita on health.  

According to the quantitative assessment of the CHF in Igunga district, revenues generated by the CHF (plus user fees) could have funded up to 49% of the non-salary health sector expenditures in 1997 and 39% in 1998.   Examined from another perspective, CHF and user fees could have funded all the preventive health services and costs of running all dispensaries.  

Actual use of CHF premiums between 1996-98 in Igunga shows that 45% went to improving health care infrastructure, 29 % to drugs, 9% to medical supplies and equipment, 6.5% to rehabilitation, and 4.5% to transport fuel.   1.5% of expenditure went to CHF revenue collectors who, on average, retained 5% of the household premiums they collected as an incentive payment.

Table 1: Total Revenue Available to CHF, 1996-98

	
	Tanzanian Shillings
	US $$

($1 = 500 Tsh)

	1. CHF contributions
	46,680,000
	93,360

	2. Government cost sharing
	46,680,000
	93,360

	3. User Fees
	47,014,010
	94,028

	4. Subtotal 
	140,374,010
	280,748

	5. Average total per year
	46,791,134
	93582

	6. Avg. per year per Igunga household
	933
	1.87

	7. Avg. per year per Igunga population
	190
	.38

	8. Government expenditures per capita per year on health
	
	.70

	9. Private expenditures per capita per year on health
	
	1.80

	10. Donor expenditures per capita per year on health
	
	2.60

	11. Total expenditures on health per capita per year
	
	5.00


 Benefit package and entitlements :  Two considerations were foremost when determining the benefits package and entitlements.   The first was that household incomes and ability to prepay would not likely be sufficient to reimburse more costly curative services at well-functioning district or private voluntary hospitals.  The second consideration was that approximately 90% of health care needs in rural areas can be accommodated most cost-effectively at the first point of contact at well functioning health centers/dispensaries.  In Singida district, for example, 82% of reported morbidity is due to malaria, diarrheal diseases, and upper respiratory infections, whereas in Igunga, these three ailments account for 62% of reported morbidity.  

Entitlements in the CHF benefit package were therefore limited to preventive and selected curative care services at health centers or out-patient departments at local hospitals.  The limitation on entitlements at health centers distinguishes the CHF as a pre-payment health fund versus true health insurance where members tend to be protected from catastrophic financial loss associated with serious injury stemming, for example, from a major car accident, or illness requiring, for example, anti-retroviral therapy for HIV/AIDS.

The resulting “benefit package” corresponds roughly with services rendered at well-functioning health centers in countries of sub-Saharan African, as summarized in the publication Better Health in Africa, and Table 2, below.   CHF members were therefore informed they would have access to these services at publicly operated facilities, and would be entitled to access such services at collaborating private voluntary providers (with CHF reimbursing the providers accordingly).   As CHF membership  applied to households, all members of the immediate household were eligible to receive services.

Table 2: Preventive and curative services in CHF package

	Maternal services

· Pre-delivery care

· Delivery care

· Post-delivery care

· Nutritional supplements to pregnant and lactating women

	Well-baby services

· Expanded program of immunization

· Micronutrient suppléments

	Curative care

· Basic trauma

· Malaria

· Diarrea

· Opportunistic infections

· Other local infections

	Limited chronic care

· Tuberculosis treatment

	STD services 

· Counseling, limited testing

	Family planning

· Contraceptives

	IEC for nutrition, family planning, HIV/STDS


Access, Quality and Efficiency:  With additional monies and “buying power”, the CHF was expected to assure improved access to quality facilities, quality services, and quality commodities, especially drugs.   On the one hand, CHF was expected to top up revenues at publicly financed and provided facilities. This ‘topping up’ role acknowledged that CHF revenues would not be sufficient to pay major fixed or recurrent costs but could make a difference at the margin.  On the other hand, CHF was expected to empower member households to go elsewhere if public providers failed to deliver quality services. 

An in-depth qualitative survey of three dispensaries, each serving a ward population of about 8.000 people, is summarized in Table 3.  Results suggest that CHF is associated with improved  access and quality improvements of publicly operated facilities on several dimensions.  The most dramatic improvement was a reduction in drug stock outs.   Prior to CHF, between 15-20 facilities in Igunga reported not having key drugs or commodities for a week or more in 1997, including chloroquiine Injection, PPF Injection, Pen V Tabs, Ampiciillin Caps, Chloramphenical, and cough mixture.  With the establishment of CHF, the number of facilities reporting stockouts of a week or more fell  to zero by 1999.   

Similar improvements were observed with respect to essential equipment.   For example, before CHF in 1997, 50-80% of facilities did not have a stethoscope, foetoscope, microscope, mattresses, sterilizer or scissors.   After CHF, these numbers were reduced to near zero by 1999. with the exception of almost no change in availability of microscopes.   Diagnostic services, including availability of microscopes, showed little improvement in many facilities however due to scarcities, especially needed staff skills.

Table 3: Assessment of Selected Quality Dimensions

	Membership Rates
	Intunduru

6.5%
	Igurubi

12.2%
	Lugubu

27%

	           Access

	Drug availability
	Improved 
	Improved
	Improved

	Equipment & supplies
	Some improvement
	Some improvement
	Improved

	Operating hours
	Improved
	Same: unclear hours
	Improved

	Service Mix
	Some improvement
	Still needs improvement
	Some improvement

	          Quality

	Physical infrastructure
	Some improvement
	Some improvement
	Same: good condition

	Personnel & attitudes
	Some improvement
	Same to worse
	Some improvement

	Waiting Times
	Improved
	Mixed results
	Improved

	     Organizational

	Staff job satisfaction & motivation 
	Improved
	Improved
	Improved

	Internal supervision
	Some improvement
	Still needs improvement
	Some improvement

	Reporting system 
	Inadequate
	Adequate
	Adequate


Equity Issues:  CHF was expected to incorporate two major pro-poor features.    First, the cost-sharing of CHF premiums by government was expected to enable relatively poor households to ‘purchase’ CHF membership for one-half the total value of the benefits  (estimated at 10,000 Tanzanian shillings per household).   In other words, the CHF contained a subsidy that aimed to spare poor households from having to pay the equivalent of 10,000 shillings, out-of-pocket, to fee charging facilities when people were ill or experienced injury.  

This equity dimension was assessed in three wards in Igunga district by the qualitative survey, with results summarized in Table 4.   The first ward in Table 4, Itunduru, was selected because CHF membership had declined between 1996-98.  In contrast, membership had doubled in Igurubi and tripled in Itumba.   Recalling that all three wards are extremely poor by international standards, the combined shares of CHF households that are “very poor”, “poor”, or “average”, total 83% in Itunduru, 85% in Igurubi, and 37% in Itumba.   Though the Itumba experience suggests that CHF is more inclusive of the relatively wealthy, the authors of the qualitative study point out that (i)  the distinction between ‘wealthy’ and ‘poor’ is not the same across all wards but uses criteria that are specific to each ward, and (ii) in the case of Itumba, relatively wealthy households (with 20 acres of land, 20-30 cows) are more typical of average households in Itunduru and Igurubi.   The bottom line, therefore, is that CHF not only includes relatively large shares of the poor but contains some risk pooling of  contributions by the relatively poor and the relatively wealthy.

Table 4: Assessment of Wealth Profile of CHF Households in Three Igunga Wards

	
	Itunduru
	Igurubi
	Itumba

	No. Of households
	1853
	1694
	870

	CHF membership (%)

-- 1996

-- 1997

-- 1998
	7.7

6.3

4.0
	 5.0

15.5

12.2
	12.6

14.8

39.4

	Avg. CHF hhld. size
	5.9
	6.4
	6.7

	Wealth Groups

-- Very Poor

-- Poor

-- Average

-- Wealthy

-- Very Wealthy
	19

39

25

10

 7
	20

35

30

15

--
	7

20

10

36

27


The second equity feature of the CHF is its exemption policy.   The design team expected that approximately 5% of households that were very poor or indigent would be exempted from paying any fees – CHF or user fees.   In reality, exemption rates turned out to be much higher.  Focusing on the proportion of children 5 years of age or younger that were exempted from prepayment and user fees in Igunga, the qualitative survey reports that 23% were exempted.  Analysis across 15 Igunga wards further reveals that exemptions were practiced evenly, ranging from 20-24%  of children 5 years or younger in most wards.  All households unable to pay CHF premiums or user fees also received drugs free from facilities in Igunga.  In part, this was  made possible by CHF resources which reduced drug stock outs, assured regular supplies, and thus contributed indirectly to equity.

Management skills of CHF fund:  Initial plans envisioned the CHF would be managed by an autonomous board with authority to expend funds independently of MOH.   To this end, considerable effort was invested in preparing management manuals for the daily execution of functions associated with managing a health fund – including collection, banking, remitting, auditing funds.   It was also apparent, however, that the needed skills were far and few between in most poor rural communities.   As a result,  management of the Fund was grafted onto the existing District Health Management Committee.  This combined skilled government workers with strong community representation, with expectations this arrangement could do the job.  Only in this way was it possible to jointly sustain management functions of CHF and assure “public accountability” to the satisfaction of the Ministry of Health.

Lessons Learned

At the inception of the CHF, no attempt was made to specify the necessary and sufficient conditions for the CHF to be a success, if only because the theory and practice of prepayment schemes was so underdeveloped at the time.   This is one reason why evaluation of the CHF pilot and other prepayment schemes is so important; it contributes to our understanding of what works and what doesn’t.    

In retrospect, I would hypothesize that at least eight conditions need to be in place for such a scheme to succeed.  These are provided in Table 5, along with a rough indication of scores I would give to the CHF on a scale from 0 to 5.  

Table 5: CHF Score Card

	Hypothesized Criteria Contributing to Successful CHF


	On a scale of 5

(0 = Min, 5 = Maximum)

	1. Affordable prepayment membership fee
	5

	2. Financial incentive for people to join (cost-sharing)
	5

	3. User fees are sufficiently high to motivate prepayment
	2

	

	4. Benefit package & entitlements attractive
	2

	5. Choice of different providers close to CHF members
	1

	

	6. Benefits to community involvement/ownership of CHF
	2

	7. Effective social mobilization
	3

	

	8. Reimbursement of CHF for exemptions
	0

	Total Score (Maximum Possible = 40)
	25


Relatively strong performance of CHF on criteria 1, 2, and 7 were necessary to motivate households to join CHF.   But they were not sufficient to mobilize a large membership because CHF was weak on the remaining criteria.  More specifically;

· Criteria 3: user fees were probably not high enough to motivate people to save and risk pool; therefore prepayment was not sufficiently attractive.

· Criteria 4 & 5: benefit entitlements appealed to potential members where quality improvements occurred, such a drugs, but limits on curative care at district hospitals and few alternatives to a public provider in close distance to where people lived was a disincentive (eg., NGO clinic or dispensary).

· Criteria 6: CHF management included community representation but real autonomy of management was not possible and CHF had to be heavily mapped onto existing district health management arrangements controlled by government.  In the future, however, continued decentralization beyond the district level is planned as the program matures and goes countrywide.

· Criteria 8: the granting of extensive exemptions by CHF – while laudable from an equity perspective -- undermined membership and chances for financial sustainability; reimbursement of CHF exemptions by a dedicated public poverty fund would have compensated for this problem.  Plans are to offset this problem by increasing government allocations to the pool of CHF funds, drawing on ‘basket financing’ by donors and global grants to the local governments.
Discussion

The results presented here suggest that CHF has achieved incremental improvements in the financing and provision of health in one of the poorest countries of the world.   For those advocating Big reforms, Sweeping Change, and Silver Bullets, the CHF is not likely to make much of an impression.   But for those on the ‘front lines’, faced by dire conditions, feeble resources, weak incentives, and poor performance of local health systems, the fact that CHF has survived at all is a small miracle.  

Does this scheme warrant further development and support or should it be quietly shut down?  As one of the original designers of the scheme, aware of its modest beginnings and daunted by the challenges ahead, I would urge continuation for four reasons.   

First, the CHF offers governments, NGOs, households, and donors in very poor countries an alternative to imposing user charges, or out-of-pocket payments, when people are ill or injured and least able to pay.  This does not mean that user charges in countries with a weak tax base should necessarily be abolished and completely replaced by a prepayment scheme.   A critical incentive for households to join a CHF and prepay is to avoid the negative consequences of out-of-pocket payments at times of illness or injury.   Prepayment also offers the prospect of risk pooling, cost-sharing by households and government, community ownership, and greater empowerment of households as agents of their own health. 

Second, the implementation of CHF at the district and ward level in Tanzania is contributing to a broader understanding of risk pooling, as well as skills to organize and manage funding mechanisms and purchasing arrangements.  This is important because risk pooling and national insurance are synonomus with development.  Strengthening this tradition in less developed countries helps them to shun reliance on user fees and out-of-pocket payments which can expose their citizens to financial vulnerability and health-related indebtedness.  At the same time, however, user fees have to be concurrent with prepayments to allow households to make choices of payment modalities for health care.

Third,  the CHF can be an effective mechanism for determining if households should be granted exemptions, because communities are familiar with households who are unable to pay.   When exemptions are granted, this should not undermine the financial sustainability of CHF.   A publicly managed compensatory mechanism can combat this problem, such as has been established in Vietnam, where dedicated equity funds reimburse prepayment schemes when exemptions occur.

Fourth, the CHF is a living form of public-private collaboration and partnership, so widely advocated by development agencies and international NGOs throughout the world.   Shifting public spending, and subsidies, from a largely ‘supply-side’ orientation to one that complements and buttresses household demand – as manifest in ability and willingness to cost-share --  addresses a huge imbalance in the health delivery systems of most poor countries.   

Having said the above, there is no denying that the CHF in Tanzania will continue to face trying times.   Membership rates are too low, exemption rates are too high, and poverty is too widespread  to suggest the scheme can operate on a sustainable basis without stronger public support and subsidies.   The good news for the CHF is that the international community has finally put ‘financial risk protection’ on the map as one of the core goals that all national health systems should aim to achieve.  This is advocated in the World Health Report 2000 which presumably reflects the views of all WHO member governments.  Furthermore, ‘financial risk protection’ is being championed by the Nordic countries – Finland, Sweden, Denmark, Holland – as a core health system goal.  These are the very donors that play such a big roll in aiding health sector development in sub-Saharan Africa and other poor countries.   If these Donors were to take themselves and the World Health Report 2000 seriously, then the small, incremental successes by CHF might receive the kind of support needed to expand nationally and function on a sustainable basis.
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� The distinction between  “core” and “intermediate” health system goals follows the analytic framework of the World Bank Institute’s Flagship Program on Health Sector Reform and Sustainable Financing, and is elaborated in M. Roberts, W. Hsiao, M. Reich and P. Berman, 2002, Getting Health Sector Reform Right (forthcoming monograph).   It is also roughly consistent with the analysis of health system performance goals in WHO’s World Health Report 2000.


� Based on a study of utilization and payment of fees at well-functioning mission or private-voluntary health facilities in 1994/95, the CHF design team concluded that households in rural areas were paying about 10,000 Tanzanian shillings, out-of-pocket, per household, per year, for primary and selected curative services.   Further consultation with households indicated they would be willing to contribute about 5,000 shillings per household, on the understanding that government would match this amount.   An average household was expected to consist of about 6 members





