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Abstract

Health sector reform, particularly in the low-middle income countries, has in the last two
decades focussed on decentralisation of a health systems as a strategic and effective
option for the reform of health systems. Reform through decentralising health systems
has also been implemented as part of a broader form of political and administrative
reform. Following the World Bank’s 1993 ‘Investing in Health’ Report, a movement for
the decentralisation of health systems emerged. Among some of the countries that
implemented strategic health reform has been Zambia.

This study has investigated the performance  of the health system with respect to resource
allocation, priority setting and expenditures by the districts using a framework of decision
space analysis for a delegated and concentrated decentralised health system. The overall
performance evaluation has been limited by the availability of ante decentralisation data,
prior to 1992/93, although limited financial data and immunisation data was available.

Despite the above, the available data was adequate to show the following results:
Decentralisation has not necessarily negatively impacted on programme performance.
Decentralisation has introduced a measure of performance accountability amongst
District Health Management Teams and staff. It has further provided for a more
motivated and challenging environment for health management and implementation.
The resource allocation has not impacted negatively on decentralisation, through any bias
among the deprived and marginal or rural based districts in general. Some of the
requirements for the improved performance of decentralisation are the availability of
more predictable availability of funds, other resources such motor vehicles for outreach
programmes, drugs and pharmaceuticals as well as increased human resource particularly
in the area of nursing staff and para – medical staff.

Key Words: Decentralisation, strategy, health reform, decision-space, performance,
resource allocation
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1 Introduction

Evaluating health systems performance, health reforms and decentralisation in
particular are concerns that are profoundly predominant with both policy makers
and health technocrats. Recent efforts in health systems reform have been
associated with different conditions and environmental factors all impacting on
the effectiveness, realism and necessity of the changes. Drawing experiences and
results from on-going implementation processes provides a key component
towards a coherent and successful reform effort.

Decentralisation has been considered a critical component of Zambia’s reform
process (National Health Policies and Strategies, 1991). This study was performed
with the intention of developing a set of criteria and framework to facilitate an
evaluation assessment of decentralisation and of reform efforts in general. At the
same time it was intended to assess the performance of decentralisation in Zambia
as a part of the reform process. Furthermore, it was intended to facilitate an ante
and post assessment in order to determine factors impacting on decentralisation.
These factors would be a basis for identifying differences and also causes
attributable to decentralisation and otherwise prior to the reform and following the
reform.

This study also had the objective of presenting a framework for comparative
international studies on decentralisation. It presents a basis for work in Zambia
and so provides a source for experiences and lessons learnt. Primarily, the
Zambian argument has been that decentralisation was the initial phase in a
medium-long term process or strategy of addressing health status changes. The
goal of doing that could not initially be accomplished without reform of systems.

2 Methodology

The study comprises two elements. The first part focuses on quantitative analysis
of national level data. This section analyses resource allocation and administration
of resource allocation from the national level to the District Health Boards
(DHBs). The Central Board of Health (CBoH) administers resource allocation,
using criteria that attempts to ensure equality. This is based on population and
rural – urban factors that are weighted to attain equality in resource distribution.

Performance indicators were defined and collected at the national level as well.
Selected performance criteria at this level included immunisation data, total
revenue and expenditure data.

At the district level, nine district were selected for detailed case studies that
included a major qualitative component in addition to the quantitative component.

Data collection at the national level was mainly desk based data collection. The
data sources were the district financial reports, the Government financial reports,
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blue books and yellow books, the Central Board of Health and Ministry of Health
financial statements and records, the Universal Child Immunisation Office
reports, CBoH Health Management Information System (HMIS) routine reports
and annual reports.

For the case studies, the data collection was by means of field work and research
by a team of University of Zambia researcher/lecturers. Actual questionnaire
administration and interviews with stakeholders including DHMT members, DHB
members, health facilities’ workers were conducted in order to collect the data.
Each district was covered over a period of about four to five days. The entire
district case study data collection took slightly over two months with time added
in for movement and other logistics among the districts. The districts had been
paired. The selection of the districts was based on the classification of ‘well’ and
‘poor’ performing districts given the financial records and health process
indicators from HMIS, such as immunisation coverage. Other factors included the
implementation of HMIS, the rurality of the district, the availability or lack of
availability of the DHB. Consequently district selected were mainly rural based
districts.

3 Model and Conceptual Framework

The model that has been used in the analysis is the decision space model (Bossert,
1998). Financial analysis has focussed on simple allocation assessment within the
given expenditure criteria. However, correlation and regression analysis were
performed with the aim of determining the existence of relationships and degrees
of significance attributable to any relationships. The conceptual framework for the
models are discussed below.

The decision space represents the functional areas including finance, human
resource, access rules, service organisation and governance rules that are covered
by under the analysis. For each of these functional areas, the decision space
available is defined in terms of it being narrow, moderate or wide. The
determination of the functional areas in terms of this classification is indicative of
the degree of autonomy that is represented within the decentralised system. It is a
representation of the autonomy that exists within the decentralised system.
Ideally, the range of choice should be wide in order to reflect optimal
independence with respect to the control and determination of their affairs.

Decentralisation has traditionally been defined to comprise four forms:
Delegation, is the restructuring of the Ministry of Health through the formation of
quasi- governmental organs within the Ministry of health, such as the District
Health Offices, deconcentration transfers powers, functions and responsibilities to
new institutions within the public Health sector, devolution creates
responsibilities under completely different institutions such as local government,
outside of the framework of the Ministry of Health. Privatisation refers to the
complete change of ownership from public to private. From our perspective, we
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restrict decentralisation to the three forms comprising delegation, deconcentration
and devolution.

The performance impact of  decentralisation is based on principal – agent theory and
contractual theory. The principal in this case is the Ministry of Health acting through
CBoH. CBoH contract for health services from the health providers, who are the DHBs,
HMBs and the other statutory bodies e.g Flying Doctor Service, the Food and Nutrition
Commission, Occupational Board etc. The evaluation of the degree of autonomy and
extent of decision space availed to the agent are outlined within the selected major issues
of the functions within the decision space in the box below.



 Mukosha B Chitah and Thomas Bossert Page 7

Draft: Decentralisation of the Health System in Zambia: Resource Allocation and District Performance
Decision-Space Functions

Financing and Expenditure Functions

      Revenue Sources
• Choices about where sources come from: i.e. Are local authorities allowed to assign own source revenue to

health?

     Allocations of Expenditures
• Choices about how to allocate funds: i.e. Are local authorities allowed to assign funds to different priority

programs?  Hospitals vs. primary care

     User Fees for Services
• Choices about local charges: i.e. Are local authorities allowed to set fees at all, and if so are they allowed to

determine the levels and change them?

Service Organization Functions

     Required Programs and Services and Quality Standards
• To what degree does the central authority define what programs (e.g. immunization, family planning, maternity

care) and services (e.g. basic benefits package) the local health facilities have to provide?
• To what degree does the central authority define service quality standards for facilities?

     Hospital autonomy
• Can local authorities grant hospitals autonomy and select the degree of autonomy allowed?

     Insurance Plans
• Can local authorities create, manage, and regulate local health insurance plans?

     Payment Mechanisms
• Can local authorities select different means of paying providers?  E.g. per capita, salary or fee for service.

Human Resources Functions

       Salaries
•  Are local authorities allowed to set different salary levels? Are they allowed to determine bonuses?

       Contracts
• Are local authorities allowed to contract short term personnel and set contract terms and compensation levels?

      Civil Service
• Are local authorities allowed to hire and fire the permanent staff without higher approvals?  Can staff be

transferred by local authorities?

Access Rules

• Do local authorities decide who has access to facilities and who is covered by insurance?

Governance Rules

• Are local authorities elected by the local population?
• Do local authorities have choices about:

• Size and composition of hospital boards?
• Size and composition of local health offices?
• Size, number, composition and rule of community participation?
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The central authorities have a major role in determining the resources available to the
local decision makers by deciding how to allocate national budgetary funds. Resources
are allocated as ‘intergovernmental transfers’ under devolved systems or directly
assigned as budget grants under deconcentrated systems.

Once we establish the range of choice allowed at the local level, the next question is:
What choices do local health care management institutions (DHBs) make?   For this
analysis we will examine the allocation choices that are made at the local level in
response to choices allowed over central government transfers and with own source
revenues.  We will examine also what choices are made about human resources at the
local level.  We will also examine the choices made about service delivery and
coordination among local governments.

Finally, we would expect different characteristics of the districts will influence the
choices made and the performance of the health care system.  For this analysis we will
first examine how the wealth or income of districts shapes allocation decisions, other
choices and performance.  In addition, population size, degree of urbanization, and other
characteristics measured by the LCMS household survey such as level of education,
access to health facilities and percentage of children under five.  We anticipate that these
variables might influence both choice and performance.
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Graph 1. “Decision-Space” Analytical Framework
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4 National Level Data Sources and Analysis

Analysis of national level data was based on a series of sources including data from the
CBoH financial, administrative and management information system (FAMS) and health
management information system (HMIS).  This data was supplemented by data from the
LCMS household surveys in 1995 and 1998 which were representative at the district
level.

4.1 Questions Addressed by National Level Analysis

The first set of questions we address are: What allocation decisions were made by the
central authorities in providing resources to the districts?  Did these allocation decisions
result in greater or lesser equity of resources among districts?  These are issues that the
"principal" decides but which have profound impact on what the district "agents" can
decide and perform.  For instance, in some cases of decentralization the process of
decentralization required that the central authorities allocate funding to local authorities
according to a formula based on population.  This requirement has been shown in other
studies of decentralization in Latin America to have improved the equity of allocations to
localities.  If the center is not allocating according to a formula that improves equity, then
the policy implication is to redesign the formula so that the central authorities are forced
to improve the equity of allocations to districts or other local authorities.

The second set of questions asks what the local district decision makers did with their
expanded decision space.  To look at this question we first analyzed the allocation
decisions made by local district teams.  Were they able to increase the resources available
by raising significant user fee income?  If so were some types of localities -- larger, more
urban or higher income -- more able to raise fees than others?  In other words, were some
local choices constrained by inequities of local conditions?  If we can answer this
question, it may suggest changes in the allocation formula from the center to compensate
for those areas which have lower capacity to generate local user fees.

Then, how did the local districts allocate resources to health sector priorities?  The
decision space allowed for allocating expenditures provided a range of choice to local
districts.  Did the local districts respect this range?  What local conditions explain why
some districts allocate more to priorities such as primary care than do others?  For
instance, do rural areas allocate more to primary care or to hospitals when compared to
urban areas?  This information can be used to target more attention to those districts that
are not reflecting national level priorities -- or explain why different conditions may
require different allocation choices.

Finally, we can examine differences in performance of the system in terms of utilization
rates and immunization rates to see if decisions about allocations had effects in utilization
and immunization and to assess how local conditions might have shaped those effects.
We are able to relate utilization and immunization rates to differences in allocations and
the local conditions of each district.
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4.2 Decentralization in Zambia

Zambia has attracted considerable attention in recent years for its ambitious program
of health sector “decentralization.”  While the national government initiated and then
restricted a process of political decentralization to the municipalities, the health sector
decentralization followed its own separate process.  The roots of the current reform
program date back to the Medical Services Act of 1985, which provided for the
creation of semiautonomous hospital management boards for all major hospitals
(more than 200 beds). The hospital boards were appointed by the Minister of Health
in 1992 and have authority to set fees and manage staff (Mpuku and Zyuulu 1997). In
1992, further legislation was passed requiring the districts to establish district health
boards to oversee the districts.

In 1993, district health management teams (DHMTs) were established as the
technical managers of the district health offices in each of the country’s 58 (now 72)
districts. This same year saw the establishment of the Health Reform Implementation
Team (HRIT) at the national level to act as a coordinating body to promote the full
implementation of the legislated reforms. This body was established outside the
Ministry of Health and had a close association with foreign technical assistance,
giving it greater flexibility and autonomy in exercising its mandate. In 1994, the
DHMTs were followed by the creation of the district health boards, which were to act
as the supervisors, and ultimately, employers of the DHMTs. The DHBs were set up
side-by-side with the pre-existing hospital boards, but the relationship between the
two remains somewhat unclear (Comprehensive Review 1997).

In 1995, the National Health Service Act was passed, calling for significant changes
in the role and structure of the Ministry of Health and for the establishment of an
essentially autonomous health service delivery system. The MoH Directorate of
Medical Services was replaced by the semiautonomous CBoH, which has the
functions of having to “monitor, integrate, and coordinate the programs of the Health
Management Boards” (Mpuku and Zyuulu 1997: 116). The transition to CBoH has
entailed a reduction in management personnel at the central level. The MoH
headquarters staff has been cut from 400 to 67, and the new CBoH headquarters will
have a staff of 118 when fully implemented (Fielden and Nielsen 1998).

The “new” MoH was to be primarily a policymaking and regulatory institution and its
directorates have been reduced to three: Human Resources and Administration,
Planning, and Development. The MoH was to have no direct health service delivery
responsibilities, and would instead contract these services to the CBoH. The CBoH,
for its part, was to have responsibility for executive functions related to health service
delivery, including: commissioning health services; regulating health services;
directly administering failing district or hospital management boards; quality
assurance; human resource policy; planning and management; budgetary
administration and management (Foltz 1997).
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The organization of the health service delivery system are based on four distinct

levels:

1. The Central Board of Health, operating as the national coordinator of health
service delivery.

2. The District Health Management Team (DHMT) and first level hospital and
secondary and tertiary level major hospitals governed by the District Health
Boards and Hospital Management Boards, respectively. Under the coordination of
the CBoH, the district and hospital boards acts as supervisors of DHMT and
hospital management units. The boards are expected to be the employers of both
management teams under the planned "delinkage" of personnel from MOH to
districts; however, this process has been only partially implemented. The DHMT
is to be responsible for policy implementation and service provision through a
network of health facilities.

3. Health centers provide services under the supervision of DHMTs and district
health boards. There are plans to convert smaller health centers into health posts,
each with a single professional staff member.  Health Centers have Facility
Committees and Neighborhood Committees to encourage community
participation.

The reform program also provides for the creation of a number of structures for
popular participation, including area health boards, health center advisory
committees (HCACs), and neighborhood health committees (NHCs).

The new organization of the MOH/CBoH forms the basis for a significant
decentralization of health expenditures. Under the new system, the DHMTs
prepare costed, district annual work plans on the basis of inputs from constituent
health facilities from the Neighborhood and Facility Committees and approved by
the District Board of Health. District budgets and work plans must be approved by
the CBoH, and budget transfers are made directly to the district level on a
monthly basis, contingent upon satisfactory quarterly performance audits by the
provincial offices and a review by the district basket steering committee (Fielden
and Nielsen 1998).

In complement to fiscal decentralization, user fees have been reintroduced as one
of the cornerstones of the health care financing and health reforms. Districts and
hospitals are permitted to set their own fee levels. National exemption guidelines
are set for certain diseases, age groups, and services. Districts do have control
over the implementation of the exemptions for the poor. Current user fee policy
requires health center revenues to be submitted to the district-level offices for
accounting. A large portion of the fees is then to be redistributed to the facilities,
but the accounting procedures and current practices for allocations are not
transparent. While the management of cost-sharing revenues differs significantly
from district to district, there does not seem to be any correlation between the
level of fees generated by a facility and those redistributed to it by the district.
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Another innovation within the health reform program has been the establishment
of an Essential Health Care Package (EHCP), based on calculations of Zambia’s
burden of disease and the relative cost effectiveness of health interventions
(Fielden and Nielsen 1998). The EHCP specifies those primary care services
which are to be offered to all users of the public sector health system, including:
child health, reproductive health, AIDS and sexually-transmitted diseases,
treatment of tuberculosis, malaria, and drinking water/sanitation. Protocols have
been developed for at least 20 conditions and the EHP has been used as the basis
for reform of the training curriculum (Fielden and Nielsen 1998). However, it has
been noted that the EHCP has not been fully exploited as the basis for
standardization of drug supply, referral guidelines, and treatment protocols, nor
have the results of the EHCP policy been adequately disseminated to the DHMTs
(Sukwa and Chabot 1997). Interestingly, while the district level health offices are
required to provide the EHP in their health service programming, it has been
noted that the cost of the package exceeds available district resources by US$7-20
per capita (Sukwa and Chabot 1997; Fielden and Nielsen 1998). It is unclear what
effects this disproportion between responsibilities and resources has on district
decision space.

The current reform program also incorporates a number of further elements
relevant to decentralization, including:

The decentralization of the Essential Drugs Program, replacing centralized drug
distribution system with district-level selection and purchase through the central
procurement apparatus. This policy was approved in 1996, but has had difficulties
been implemented due to drugs shortages.

The creation of a unified Financial, Administration, and Management System
(FAMS), with uniform and transparent financial and progress reporting, and a
national Health Management Information System (HMIS) to monitor health
inputs, outputs, and outcomes data. FAMS and the HMIS are operational in all
districts and some lower-level facilities and are being is been extended to the
hospital sector.

Initial results of the decentralization reforms on health sector performance have
been mixed. As will be discussed below, the degree of fiscal decentralization has
been considerable, and some analysts consider this to have significantly improved
service delivery at the local level (Visshedijk Liywalii, and Oosterhout 1995). In
the context of the 1997 independent review of the Zambian health reforms, Foltz
(1997) identifies a notable improvement in the districts as a result of the reforms,
specifically with respect to facility maintenance and health care worker morale.
Daura et al.’s (1998) analysis of cost-sharing, however, appears to contradict
these favorable reports, indicating that there is considerable variation in the
service quality between districts and facilities, and that in many districts service
quality, drug and supply availability, and worker motivation remains quite low.
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More recently, the viability of the reforms has come into question in the context
of major public upheaval. Beginning in mid-1998, the Zambian public health
sector has been rocked by a series of work slowdowns, protests, and strikes
organized by the Zambian National Union of Health and Allied Workers, which
decries the deterioration of health facilities and supplies and demands payment of
delayed salaries and benefits. These upheavals have centered on a nine-day strike
at the University Teaching Hospital in Lusaka in June 1998, but have been
widespread and ongoing throughout the country. A simultaneous crisis has
developed concerning district and hospital management boards, several of which
were dismissed by the Minister of Health in the second half of 1998. The
dismissal of the boards has occurred amidst allegations of financial
mismanagement by the boards, and counter-allegations of discrimination and
autocracy on the part of the minister. Despite the absence of any more systematic
information, these journalistic accounts appear to indicate a profound crisis in the
functioning of board management in human resources in the Zambian health
sector, and a threat to the viability of the reforms.

4.2.1 Deconcentration, Devolution and Decision Space at the Local Level

Applying the public administration framework to the decentralization process in
Zambia is complicated by the multi-layer institutional framework, facilitating a
purchaser – provider split.  It is clear that the creation of the Central Board of
Health and the transfer of major responsibilities for day to day operations to that
body is a case of delegation of authority to a semi autonomous agency.  The
transfer of responsibilities to the District Health Management Teams which are
still under the administrative purview of the central authorities can be seen as a
process of deconcentration.  However, the granting of some authority to the local
representatives on district health boards and local community committees can be
seen as an attempt to provide local accountability similar to processes of
devolution.  In a strict sense, since the transfer of authority is not to a local
government body -- like the municipal councils -- it is not devolution, however,
the introduction of this measure of local accountability is more than is usually
implied in other national processes of deconcentration. It is this kind of ambiguity
that makes the public administration framework somewhat weak as a framework
of analysis.  Nevertheless, for our purposes we will consider the Zambian case as
primarily one of deconcentration and delegation.

Applying the decision space framework to the local decision making at the district
level, the Zambian case is a case of relatively moderate ranges of choice but
considerable variation among the different functions as summarized in Map 1.
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5 Results

5.1 Summary Map of Results
Map 1. Map of Local Decision Space at District Level

Range of ChoiceFunction Narrow Moderate Wide

Finance
Sources of Revenue DHMT and DHB almost totally

dependent on central allocations, but
currently receiving ~50% of
MOH/CBoH budget

Expenditure allocation DHMT and DHB develop and manage
budget plans with central review, but
restrictions on % spent on admin.,
capital, % allocated to different levels

Income from fees and contracts DHMT & DHB set user fees and
exemptions for the poor (exemption
according to disease is set nationally)
and receive 25% of fees,

Service Organization
Required Norms and Programs There are some required norms and

programs but often loosely enforced
Hospital autonomy Major hospitals managed by centrally

appointed boards. Facility committees
composed of health workers and
community reps. Facility action plan
and budget prepared with tech support
from DHMT, and approved by DBH
and CBoH

Insurance plans Prepayment schemes
allowed in all districts

Payment mechanisms Districts allowed and
encouraged to use variety of
payment mechanisms
including per capita, as well
as accepting prepayments
and in-kind payments

Contracts with private providers Contracting with (CMAZ) mission
health assistance providers initiated

Human Resources
Salaries Salaries and allowances centrally

determined
Contracts Contracting of non-

permanent staff
Civil service District health boards have hire/fire

authority only for delinked personnel
(which applies to non-professional
certified staff only after 1997)

Access Rules
Targeting Explicit targeting from MOH/CBoH

with respect to delivery of EHP
Services, but latitude within EHP

Governance Rules
Local Government Accountability District councils democratically

elected but little representation or
authority in DHMTs

Facility boards District and hospital boards appointed
by Minister of Health

Health offices (DHMT) Appointment by DHB but rules
centrally determined

Community participation Neighborhood Health Committees and
Facility Committees usually
democratically elected,
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The share of average total income contributed by grants from government
declined from 92 percent in 1997 to 84 percent in 1998. However, the share of
other funds rose from 3 percent in 1997 to 10 percent in 1998 and that of user fees
remained the same. Average total per capita income and average grant per capita
declined over the two years, but the average per capita of other funds and medical
fees increased.

Table 1. District Mean of Sources of District Income in Constant 1998 Kwacha
1997 1998

Grant funds 330,278,443 308,352,910
Grant funds % 92 84
Grant funds per capita 2,084 1,871
Other funds 10,366,496 32,447,235
Other funds % 3 10
Other funds per capita 57 212
Medical Fees 26,349,567 28,680,088
Medical Fees % 5 6
Medical Fees per capita 118 127
Medical Fees as % of THE 5 6
Total Revenues 366,994,506 369,480,232
Total Revenues per capita 2,259 2,210
Source:  Government of Zambia

Table 2 shows that total grants were 4.5  times higher in the larger populations than in the
smaller populations and that the correlation coefficient was almost one, with a high
degree of significance.4

Table 2. Total Grants 1997-1998 by District Population Quintiles
Population Quintiles 1997* 1998
1st (smallest) 186,250,000 138,000,000
2nd 275,000,000 162,000,000
3rd 316,250,000 289,000,000
4th 450,000,000 324,000,000
5th (largest) 833,750,000 621,000,000
5th/1st 4.48 4.50
Correlation Coefficient 0.94 0.96
p-value 0.0001 0.0001
Source:  Government of Zambia

Table 3 shows that grants per capita were relatively consistent among urban percentage
quintiles and income quintiles. The significant negative correlation for income that
appears in 1998 suggests that the actual allocation may have been shifting toward poorer
rural areas as implementation progressed.

                                                          
4 Correlations that are significant at p-value of less than .25 are in bold.



 Mukosha B Chitah and Thomas Bossert Page 17

Draft: Decentralisation of the Health System in Zambia: Resource Allocation and District Performance

Table 3. Grants Per Capita 1997-1998 by District Income and Urbanization Quintiles
Grants per Capita 1997* 1998
Income Quintiles
1 st   (poorest) 2373.76 1860.85
2nd 2740.74 1976.76
3rd 2286.34 2014.33
4th 2621.68 1794.77
5 th  (wealthiest) 2921.88 1631.6
5th/1st 1.23 0.88
Correlation Coefficient -0.04 -0.23
p-value 0.76 0.11
Urban Quintiles
1 st  (most rural) 2448.66 1742.81
2nd 2769.38 1981.13
3rd 2483.63 1931.72
4th 2461.00 1900.56
5 th  (most urban) 2781.73 1722.09
5th/1st 1.14 0.99
Correlation Coefficient 0.02 -0.12
p-value 0.90 0.42
Sources: Government of Zambia and LCMS 1996
*Adjusted according to Consumer Price Index for 1998

Graph 2 presents a summary of these three tables which shows more directly that the
grants were relatively equal based on population, urbanization and average district
household income.

Graph 2. Equity of Grants Per Capita

The regression analyses attempted to explain the assignment of government grants (per
capita) in terms of district income, urbanization, education, access to health facilities, and
percentage of children under the age of five years.  Since data on grant funding was only
available for years 1997 and 1998, only regression for 1998 were analyzed.   This
analysis suggested that these variables were not significant explanatory variables.
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Table 4. Regression of Grants Per Capita 1998
Dependent Variable Grants Per Capita
Total N  N=50 Districts
Independent Variables Coefficient t
Income -0.59 -0.35
Urbanization 105.60 0.19
Education -158.43 -1.11
Access -8.96 -0.48
Children Under 5 yrs 2556.98 0.59
Constant 2912.88 * 3.23

R-square 0.0746
p-value 0.6195

* |t| >2.00             ** 1.5<|t| <2.0

We can conclude that the allocations from the center appear to be largely based on the
population formula.  There is no clear evidence that the allocations begin to favor rural
over urban areas, as would be expected by the articulated formula.  Our analysis of
average district income based on LCMS data suggests that, although it was not an explicit
part of the formula, the grant allocations did seem to favor the poorer districts by 1998.

Graph 3 shows that districts with higher income and larger and more urban population
were collecting higher percentage of their revenue in fees.  It also shows that the gap
between richer and poorer districts is increasing over the two years while the gap between
larger and less urbanized districts is relatively stable.

Graph 3. Equity of Medical Fees as Percent of Total District Revenue

5.1.1 Total Health Expenditures

Total health expenditures at the district level and total health expenditures per capita
increase in nominal terms from 1992 to 1998 with a significant jump in 1996 (Table 5).
There is a minor decline from 1997 to 1998 in both figures.  However, when adjusted for
inflation the real allocations are declining significantly in both total expenditures and in
per capita terms. Zambia’s economic performance has been under been severely
constrained and has registered negative growth in Gross Domestic Product (GDP) during
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the better part of the 90s as the statistics show. For instance, the GDP per capita in 1994
prices were K255 785 and had by 1999 declined to K231 825, a decline in real terms as
stated of 10%. Effectively therefore it is to be expected that given a declining economy,
the share of relative sector funding also declined.

Table 5. Total Nominal and Real Total and Per Capita Health Expenditures 1992-1998
Year Nominal THE Nominal THE/cap Percentage change*

1992 1,674,572,686.0 ----- 0.00
1993 3,892,525,541.0 ----- 132.45
1995 3,564,790,165.2 23,955.4 -8.42
1996 13,245,900,269.9 88,496.3 271.58
1997 18,138,518,973.4 109,443.2 36.94
1998 17,813,602,650.0 105,712.9 -1.79

Year Real THE** Real THE/cap**
1992 20,932,158,575.0 ----- 0.00
1993 17,693,297,913.6 ----- -15.47
1995 7,921,755,922.7 53,234.2 -55.23
1996 20,378,308,107.5 136,148.2 157.24
1997 22,673,148,716.8 136,804.0 11.26
1998 17,813,602,650.0 105,712.9 -21.43

* Based on Nominal THE and Real THE
** Based on Consumer Price Index for 1998 in Kwacha
*** 1992-1993 includes only 40 out of ?? Districts
**** 1995-1998 includes only 50 out of 72 Districts

We examined total health expenditure by population size to see if the relationship we
found for grants also held for total expenditures.  It did, as Table 6 shows.

Table 6. Total Health Expenditure 1995-1998 by District Population Quintiles
Population Quintiles 1995* 1996* 1997* 1998
1st (smallest) 89,111,111 195,384,615 191,250,000 127,000,000
2nd 84,888,889 252,307,692 281,250,000 164,000,000
3rd 110,444,444 332,307,692 326,250,000 216,000,000
4th 135,555,556 509,230,769 491,250,000 331,000,000
5th (largest) 37,111,111 747,692,308 976,250,000 486,000,000
5th/1st 0.42 3.83 5.10 3.83
Correlation Coefficient. 0.90 0.93 0.93 0.97
p-value 0.0001 0.0001 0.0001 0.0001
Source:  Government of Zambia
*Adjusted according to Consumer Price Index for 1998

Looking into this expenditure data in more depth we attempted to see if urbanization or
average household income is related to different levels of per capita spending (Annex
Tables 29-32).  In other words, do more urban and wealthier communities get an
advantage in the assignment of health budgets and generation of fees and other sources.
We examined the total health expenditures per capita in relation to  urbanization and
income as shown in  Graph 4.
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Graph 4. Equity of Total Health Expenditure Per Capita

The graph shows that initially the total health expenditures were higher in rural and
poorer districts and that over time this advantage was reduced and by 1998 the gap was
reduced, resulting in more equal allocations.

5.1.2 Allocation of Expenditure to Primary Level and Other Levels

The management of financial resources at the district is guided by the District Planning
Guide prepared by the CBoH. The guide sets ceilings on how much the district can spend
on each item in percentage of the total budget. The general guide is on how much can be
spent at the district office, referral hospitals, health centers and the community. The
guidelines were consistent throughout the period for which we have data:

Table 7. Guidelines for Management of Financial Resources

Level All district Boards
Minimum Maximum

District Office 5% 15%
1st Referral Hospital 20% 40%
Health Centers 45% 60%
Community 2% 5%
  Source: District Planning Guidelines 1999

In Table 8 data on average distribution of expenditure on district office, district
hospital, health center, community and primary care are presented. Calculations in
this table are based on data from the districts that had data available from 1995 to
1998. Primary care is a sum of health center and community levels expenditures.
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Table 8. Average Distribution of Expenditure on Primary Care and Other Levels

Year District Office % District Hospital % Health Center % Community % Primary Care %

1995 32 29 31 8 39

1996 21 24 38 18 56

1997 24 23 43 10 53

1998 23 23 51 3 54

N=50 districts with complete reporting

The share of total expenditure per district going to the district hospital declined on
average from about 29 percent in 1995 to around 23 percent in 1998. While that
going to primary care increased from about 39 percent in 1995 to around 54
percent in 1998. This suggests a shift of resources to primary health care and
conforms to one of the objectives of health policy. The component contributing to
the increase in the share of primary health care expenditure has been health center
expenditure, since the share of expenditure on community has been decreasing
over since 1996.

Table 8 shows that the guidelines are not being respected. The districts overall are
consistently spending more on district offices than they are supposed to.  They first under
spent the targets for health centers then over spent and overspend the targets for
community, but ended up within the approved range.  They did however, respect the
target range for hospitals.

We attempted also to see if income and urbanization explained differences in allocation
decisions toward primary care5 (see Annex Tables 33-36).  Graph 5 shows that districts
with larger populations assign higher percentages to primary care but that the gap
between large and small districts is declining over time.  Although wealthier
municipalities tended toward a 20% higher expenditure than poorer municipalities this
difference was relatively stable - the gap between rich and poor was not increasing or
decreasing.  On the other hand, the more urban districts were increasingly assigning
greater proportions of their expenditures to primary care.  The major explanation for this
is that large urban districts relied more heavily on secondary and tertiary hospitals that
were funded directly by the Ministry of Health and were not part of their district budgets.

                                                          
5 We defined primary care as both community and health center expenditures
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Graph 5. Allocation to Primary Care According to Population, Urbanization and

Income

We found a significant difference in allocations within primary care, with declining
assignments toward the community level and increasing allocations toward health
centers.  While this may be a disturbing trend, it is within the guidelines that were set by
the Central Board of Health as we noted above. We also found that over time higher
income districts had reduced the assignments to the community more than did lower
income districts and the gap between high and low income increased over time.

Similar analysis of the data on assignments to health centers and to hospitals shows that
the decline in community percentages were shifted to health centers, not hospitals or
offices, and that the shift was more pronounced in more urban areas.  It is important to
note that the spending on hospitals in the wealthiest and most urban districts is
significantly lower than in other districts.  This is probably due to the presence of 2nd and
3rd level hospitals in these districts.  The presence of other providers in the district means
that a share of the disease burden is shifted to them. This would be the case for mining
towns with a lot of industrial clinics and hospitals or in cities like Lusaka where a large
number of the population attend private health facilities either paying out of pocket or
through insurance and employee benefits. Lusaka is also served by the Ministry's
Teaching Hospital, that is funded through CBoH.

5.1.3 Allocations to Budgetary Expenditure Items

The districts have expenditure guidelines for traditional budgetary categories of
personnel allowances, drugs, fuel, and capital.  Table 9 below gives the CBoH
guidelines for expenditures in each category and the districts are required to report
expenditures in these categories and justify expenditures that exceed the guideline
percentages. District expenditures for personnel allowances include per diem
allotments to staff for travel, and housing allowances.  It is important to note that
the expenditures on drugs do not include the "drug kits" that are supplied directly
to the districts by the central authorities and probably make up the bulk of the
drug supplies the ceilings apply to “emergency” drug requirements above what is
supplied by the drug kits.
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Table 9. District Guideline on Expenditure (Cost Item Expenditures)
Personnel
allowances

Drugs and
supplies

Fuel Capital

20% 4% 15% 15%

Table 10 presents data on actual average distribution of total health expenditure
on personnel allowances, drugs, fuel, transport costs, other costs and capital costs.
The distribution of average total expenditure per district among its various
components remained almost the same. The data show that except for personnel
allowances before 1998, district averages were within the guideline maximum
allocations.  This is an important finding.  It suggests that Zambia was able to
implement fairly strict maximum allocations as a tool of central control and that
this tool was effectively enforced.

Table 10. Percent Allocations to Budgetary Expenditure Items
Expenditure Items 1995 1996 1997 1998

Allowances % 24 21 21 18

Drugs % 3 2 2 2

Fuel % 11 13 14 12

Capital Costs % 7 6 5 5

We next assessed whether different types of districts had different allocations in these
categories.

5.1.4 Personnel allowances

We analyzed the expenditures on personnel allocations to see if district population,
income or urbanization explained differences in allocation.  As shown in Graph 6, we
found that smaller and more rural districts consistently spent more on personnel
allowances.  This finding is probably explained by the greater need for per diem travel
allowances in rural areas with small dispersed populations.
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Graph 6. Allocation to Allowances According to Population, Urbanization and

Income

5.1.5 Drugs

The data shows that districts in general districts remained within the guidelines for drug
allocations and Graph 7 shows that larger, more urban and wealthier districts allocate
greater percentage of their total expenditures to drugs.
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Graph 7. Allocations to Drugs according to Population, Urbanization and Income

5.2 Conclusion on Local Allocation Choices

We found that local districts did take advantage of the increased decision space over
allocations allowed by decentralization.  Although there were guidelines established by
the CBoH, the districts repeatedly made choices that did not respect those guidelines.
They appear in general to have been persuasive in their justifications for violating the
guidelines since few were sanctioned for violations of guidelines.  The CBoH generally
sanctioned districts only for non-reporting and for failing to respect accounting standards,
but all districts had to provide justifications for exceeding guidelines.  We found also that
the allocation decisions were often fairly uniform among districts (at least by quintile)
and that there were some trends among all districts over time.  Decentralization, while in
some specific districts may have had significant variations in allocations, appears overall
not to have to have lead to major differences in allocation choices.  There were some
important trends and specific differences, however.

First, we found a significant variations in the real per capita resources available at the
district levels.  There were significant declines from 1992 to 1994 followed by increases
from 1995 to 1997 (although never reaching the 1992 levels) followed by another decline
in 1998. These trends occur during a period of general economic decline.

We also find over time a significant increase in percentage allocations to primary care.
Districts with larger populations assign higher percentages to primary care but the gap
between large and small districts declines over time.  Although wealthier municipalities
tended toward a 20% higher expenditure than poorer districts this difference was
relatively stable - the gap between rich and poor was not increasing or decreasing.  On
the other hand, the more urban districts were increasingly assigning greater proportions
of their expenditures to primary care.  The wealthiest and most urban districts spend less
on hospitals than do the other districts. This may be due to the presence of other
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providers, such as private hospitals, secondary and tertiary hospitals that are funded
directly by the Ministry of Health and are not on the district budget.  We also find that
there is a shift within primary care from community level expenditures toward health
centers; however, this shift is within the CBoH guidelines. It is notable that allocations to
district offices are much higher than the guidelines but they do not seem to vary
according to income, urbanity or population. Finally, we find that the mechanism of using
maximum guidelines for traditional budgetary allocations was effectively implemented
and that the percentage of total expenditure that is devoted to personnel allowances is
higher in smaller rural areas than in larger urban areas.

5.3 Performance of Health System Decentralization

In this section we will review national data on utilization and immunizations to examine
trends and differences in performance during the period of decentralization.  Above we
have examined some questions of the performance of the health system in terms of equity
by discussing the equity of allocations among districts with different local characteristics
(income, urbanity, population size and others).  In this section we examine performance
in terms of equity, efficiency, and quality by discussing data on utilization rates and
immunization coverage.

5.3.1 Utilization Rates

The data from the HMIS allows an analysis of the outpatient utilization rates for 1995-
1998.  The number of districts reporting varied from year to year, however there does not
seem to be any significant trend either over time or among income, urbanity or
population variables (see Annex Tables 61-64).  Combined with the data for expenditures
this table suggests that the declining real per capita expenditures did not result in declines
in utilization rates.  While this might indicate improvement in efficiency, we do not have
any measure of the quality of these services, which may be suffering from decline in
funding.

5.3.2 Immunization Trends

One of the major fears of public health officials is that decentralization will disrupt the
effectiveness of priority centralized vertical programs such as immunization programs.
As Graph 8 shows, there is some evidence to support this fear.  Using the data for
coverage of the third dose of DPT, we see a significant decline in coverage from 82% in
1995 to 63% in 1998.
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Graph 8. DPT3 Coverage 1995-1998

In Graph 9 we see that this decline occurs more significantly in poorer districts and the
gap between the wealthiest and the poorest is growing. We see similar trends for
urbanization and population with the most rural and the smallest districts showing greater
declines in coverage (also see Annex Tables 65-68).

Graph 9. Immunization Coverage of DPT3

We found a similar trend for the third dose of polio despite the fact that there were
national campaigns against polio in 1997 and 1998.  We also found slightly different
trends for measles. The gap between highest and lowest income is greatest in 1996 and
returns to greater equity by 1998.  A similar trend occurs for urbanity and population (see
Annex Tables 69-72).
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However, we cannot clearly attribute this phenomenon to decentralization.  Several
studies have attempted to determine the causes of this decline with a variety of possible
explanations including cold chain maintenance, possible disruption in donor funding for
supplies, inadequate reporting indicators for supplies (Feigned and Nielsen, 1998; Bates,
forthcoming).   This issue should be investigated in depth.

5.4 Conclusion on Performance

We find that there has been relatively little impact of neither decentralization nor the
decline in real expenditures per capita on the utilization rate for outpatient services.  We
do find a significant decline in immunization rates and that for some vaccines this decline
has had a greater impact on poorest, most rural and lowest population districts.  It is not
clear what caused this decline since there was a disruption in donor support and there was
also the decline in per capita real expenditures at this time.

Our study does, however, address questions of what choices are made during the period
of decentralization, what local conditions seem to shape those choices and what
performance seems to be related to those choices.  Sources of data varied and the quality
of the data varied -- as will be explained in each detailed section.  The central issues to be
addressed are:

• How are resources allocated in the decentralized system?
• Are these allocation decisions related to local characteristics such that some types of

districts have more advantage during decentralization than do other districts?
• Are differences in performance along the dimensions of equity, efficiency and quality

related to differences in local allocation choices and local characteristics?
• Are different processes of decision making at the local level related to different

allocation decisions and different performance?

To address these questions we analyzed data at the national level and in nine case studies
of districts.  The data available for both these types of studies was more limited than we
had hoped and we will discuss the limitations in each section below.  The national level
data gives an overview of the national situation and the case studies provide more in-
depth both quantitatively and qualitatively.  While the report, for purposes of
presentation, treats the two studies separately, they address the same themes when
possible and they have produced remarkably consistent findings.

6 Conclusions and Policy Implications

The conclusions we draw are tentative.  While the data we have presented is probably the
best available and certainly among the best data for district level analysis in the
developing world, it has limitations.  We have partial data in many cases and we have
clear inconsistencies in some data sources.  Our interview data was also partial and as all
such data in need of cross checking and further investigation.  Some of our analysis -- of
the definition of formal decision space for example, depends on judgement not hard
evidence.  Given these concerns, it is important not to be overly confident in our findings.
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Nevertheless, we think that this analysis is more complete and can be taken with more
confidence than most anecdotal reports based on very partial observations.

In the section below we review the findings of the analysis of formal decision space,
allocation decisions, and performance concluding each section with policy
recommendations in bold type.

Allocation Decisions

We found that the real total per capita expenditures in the districts varied over time with
initial increases from 1995 to 1997 followed by a significant decline in 1998. Total real
expenditures per capita appear to have been relatively evenly distributed among income,
urbanity and population sizes.   We were not able to determine whether this relative
equity was the result of decentralization since we do not have good measures of total
health expenditure for the period prior to decentralization.  However, the trends over time
are relatively stable and did not respond to differences in income or urbanity so it is likely
that decentralization did not change much in the initial distribution of expenditures.  In
other words it is likely that decentralization maintained a relatively equal distribution
from the period prior to decentralization and did not increase inequalities among districts.

A major contributor to this equity was the relative equity of the distribution of budgetary
transfers, "grants" to the districts.  Grants make up by far the largest source of revenue in
the districts.  Our data show that the formula for assigning resources to districts seems to
be adequate in terms of producing a general equity of per capita resources among
districts.

As to expenditure allocations, we find a significant increase in allocations to primary
care.  Districts with larger populations assign higher percentages to primary care but that
the gap between large and small districts is declining over time.  Although wealthier
municipalities tended toward a 20% higher expenditure than poorer municipalities this
difference was relatively stable - the gap between rich and poor was not increasing or
decreasing.  On the other hand, the more urban districts were increasingly assigning
greater proportions of their expenditures to primary care.  The wealthiest and most urban
districts spend less on hospitals than do the other districts. This appears to be due to the
presence of other providers, such as private hospitals and secondary and tertiary
hospitals, that are not on the district budget. In our field cases we found that districts that
have no district hospital were particularly likely to assign more resources to primary care
and were failing to contract for hospital services at the expected level.

More explicit guidelines on contracting hospital services should be developed.

We also find that there is a shift within primary care from community level expenditures
toward health centers; however, this shift is within the CBoH guidelines. Our field case
studies suggest that this may be a function of accounting -- since a national program on
immunization was funded through the community level allocations. It is notable that
allocations to district offices are much higher than the guidelines but they do not seem to
vary according to income, urbanity or population.
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We did find that the mechanism to impose maximum guidelines on traditional budgetary
categories of personnel allowances, emergency drugs, fuel and capital costs was
generally very effective.  This finding suggests that this mechanism can be implemented
in countries with low levels of funding and education.  Probably because it used the
traditional well known budgetary categories, rather than the new categories of levels of
care, they were easier to monitor and control.

While the staffing in relation to staffing needs should be reviewed, this outcome suggests
that districts can make rational choices on personnel. We recommend some additional
decision space be allowed for district decisions on professional staffing.  A major effort
to establish guidelines on human resource decisions at the district level should be made
prior to any new attempt to de-link the professional staff.
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