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Overview

• What is PFM?

• Key tasks in health facility 
financing

• Decentralisation

• Budget allocation to facilities

• Budgeting at the facility level

• Budget management

• Financial flows and banking 
arrangements

• Accounting and reporting

• Oversight and evaluation

• Concluding considerations



What is PFM and why does it matter for health 
facility financing?

Public Financial Management 
is how governments manage 
public resources to support the 
delivery of public policy, 
through functions including 
budgeting, procurement, 
accounting, reporting, and 
auditing.

Budget formulation

Budget approval

Budget execution

Budget evaluation
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management



“Every criticism of traditional budgeting is undoubtedly correct… 
Why, then, has traditional budgeting lasted so long? Because it 

has the virtue of its defects…it is simpler, easier, more 
controllable, more flexible than modern alternatives.” 

Wildavsky, A. (1978). A Budget for All Seasons? Why the Traditional Budget Lasts. Public 
Administration Review, 38(6), 501-509.



Key PFM tasks in facility financing

Ministry of Health or sub-
national health department

• Allocation

• Consolidation of reporting

• Evaluation of facility spending

Health facility

• Budgeting

• Spending

• Reporting



Decentralization of health services

• Primary health services are 
decentralised to sub-national 
governments in many countries

• Questions this raises:
• who is responsible for allocation 

across facilities?

• how should funds flow?

• are there trade-offs between facility 
and local government autonomy?



Is financing of sub-national governments 
primarily unconditional or conditional?
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Budget allocation to facilities

• Overall ceiling for the allocation to 
facilities

• Allocation across facilities
• What does need-based mean?
• Avoid unrealistic timelines for feedback 

and budget integration
• Avoid perverse incentives – hard 

ceilings needed

• How are allocations to facilities 
shown in budgets? 



Allocation and grant size in East Africa

Allocation

• Kenya: flat rate per facility type

• Tanzania & Uganda: allocation 
to districts by simple formula 
(popn, pov rate, U5MR/IMR, 
land factor)

• Allocation within districts by 
standard percentages/ratios and 
by facility characteristics & 
performance (Tz only) 

Grant size (USD)

Kenya 

(2013)

Tanzania 

(2023)

Uganda 

(2024)

Average allocations

Dispensary/HCII 1,277 6,814 2,710

Health Centre/HCIII 5,225 53,276 9,467

District/General Hospital 251,701 93,449

Per capita allocations

Dispensary/HCII 0.12 0.60 0.10

Health Centre/HCIII 0.13 0.60 0.32

District/General Hospital 0.66 0.24



Allocations by Programme, South African 
province



Allocations to facilities shown by facility type, 
Kisumu County, Kenya



Uganda district budgets show grants amounts 
to health facilities



Simple line item budget



Budgeting for funds at the facility level

• Once funds have been allocated to facilities by the central or 
sub-national government, facilities must then budget for these.

• Some practices from East Africa:
• MoH provides guidelines on what can be budgeted for (including 

indicative proportions on different cost items in Kenya, Tanzania)

• Facilities budget using national budget categories (chart of accounts) in 
Kenya, Tanzania. Simplified framework used in Uganda.

• Budgets and spending overseen by a health facility 
management committee in all countries.



Budget management

• If facility autonomy going to be increased then responsibility for 
both budget formulation and management needs to be at the 
facility level.

• Budgets are plans/forecasts, so will never be fully accurate. 
Rigid budgets that cannot be adjusted in year can limit the 
efficiency of spending.

• Need flexibility with some safeguards



Financial flows and banking arrangements

• Financial flows: if central government is largely making the allocation to 
facilities, then may be more efficient for funds to flow direct from the 
national treasury to the facility, even in decentralized systems. 

• But LGs would still need to budget for the funds

• Bank accounts: typically will need MoF approval (and MoF may even 
need to revise rules) to allow facilities to establish bank accounts.

• But digital solutions such as pre-paid cash cards and digital money/mobile 
wallets are also opening up new ways for accessing financing at front-line 
facilities.



Accounting and reporting

• Relatively complexity and burden of accounting systems and 
rules should match the size of funding facilities receive – if this 
is relatively small, keep it simple

• District-level accounting staff can be deployed to support 
smaller front-line facilities

• Digital PFM tools, even applications based on a smart phone, 
may be able to help simplify processes



Some examples of facility accounting systems
• Kenya pre-2013: project-specific system

• bespoke MS-Access-based system used for monthly facility reports, submitted to the 
DHMT for review and consolidation, and then forwarded to the Ministry of Health. 100 
district-based accountants contracted by the project to support facility financial 
reporting

• Tanzania: facility-level financial management system
• introduction of Facility Financing Accounting and Reporting System (FFARS) was 

introduced in 24,000 health facilities and schools. Health facility governing 
committees endorse reports before they are submitted to the district. Roll-out of DFF 
and the FFARS included externally-financed deployment of assistant accountants.

• FFARS data uploaded to IFMIS

• Uganda: manual/excel reporting
• facilities must report using the standard formats set out in the facility grant guidelines, 

and are not required to be prepared on any particular system (i.e. they can be paper 
based). Sub-county accountants are responsible for assisting facilities in maintaining 
their books of accounts.

• no integration of facility reports into LG reports (as budgeted as a grant)



Oversight and evaluation

• Importance of community engagement through health facility 
management committees and of supportive supervision from the 
local government is emphasized in many studies of health facility 
financing reforms.

• Health facility management committees typically at a minimum approve 
budgets and sign–off reports.

• Accounting support from the local government to ensure that procedures are 
complied with and reports accurately compiled.

• Evaluation: can HR, logistics, finance and HMIS systems be linked-
up to understand what health outputs facilities are producing with the 
inputs provided. Essential for policy evaluation and adjustment. 



Concluding considerations
• Key foundation is to have clear allocations for facilities to ensure they can 

budget for these funds.

• In designing arrangements keep in mind objective of aligning financial 
management and service delivery responsibilities

• But there are trade-offs in designing facility-level PFM arrangements:

• administrative costs of systems, staff time/additional staff, training

• likely risks of mismanagement of small amounts of funding

• additional fiduciary safeguards needed for donor funding

• Importance of oversight: 

• community engagement through HFMCs

• supportive supervision and improved management of facilities by the district

• Need to join up data sets for policy evaluation



Thank you



Aligning responsibility for budgetary 
management and service provision


