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aBSTRaCT

Th�s paper �s part of the efforts seek�ng to carry out a comprehens�ve analys�s of the commun�ty 
�nsurance scheme and user fees for publ�c health care �n Tanzan�a. The paper beg�ns w�th a background 
that prov�des a summary of the controvers�es and ach�evements of user fees �n poor countr�es, and 
Tanzan�a �n part�cular. The d�scuss�on focuses on two �ssues: one �s whether user fees are better than 
�nsurance schemes �n publ�c health care financ�ng; and the second �s whether one can charge for 
publ�c health serv�ces, and at the same t�me ach�eve un�versal access to these serv�ces.

The results of th�s study carr�ed out dur�ng 2004 show that the Commun�ty Health Fund (CHF) �s 
more expens�ve than the user fees currently �n place at the pr�mary level fac�l�t�es �n Ir�nga and K�losa 
d�str�ct counc�ls. The ma�n barr�er to jo�n�ng the fund �s the annual prem�um fee that �s cons�dered 
too h�gh and non-affordable by major�ty of households. There �s a clear �nd�cat�on that a reduct�on �n 
the prem�um fee �s more soc�ally des�rable at the commun�ty level than abol�t�on at the moment. The 
concern that the poor would suffer s�gn�ficantly from fees when access�ng pr�mary health fac�l�t�es �s 
not borne out �n th�s study. Though we do not rule out poss�b�l�ty of extreme cases. Much concern 
ar�ses from the amount that has to be pa�d rather than the �nab�l�ty to do so, per se. Sett�ng lower 
rates to start w�th would gradually pave the way to real�st�c user charges.
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1. INTRODUCTION

For about two decades now, debates on the �mpacts of user fees on the publ�c health sector have 
not clearly been conclus�ve. Wh�le Uganda, for example, recently dec�ded to abandon these fees, 
Tanzan�a �s look�ng to extend user fees to the sub-d�str�ct pr�mary health fac�l�t�es. Welfare concerns 
feature as major controvers�al �ssues �n commun�ty contr�but�ons towards the �mprovement of publ�c 
health serv�ces; lead�ng to the quest�on: what �s the best way to finance publ�c health serv�ces? 

Th�s paper �s part of those efforts seek�ng to carry out a comparat�ve analys�s of the commun�ty 
�nsurance scheme and user fees for publ�c health care �n Tanzan�a. The paper beg�ns w�th a background 
that prov�des a summary of the controvers�es and ach�evements of user fees �n poor countr�es, and 
Tanzan�a �n part�cular, before outl�n�ng the problem context of th�s study, wh�ch was conducted 
dur�ng 2004. The rest of the paper �s organ�sed �n three sect�ons: Methodology of the Study, Results 
and D�scuss�on, and Conclus�on and Emerg�ng Pol�cy Issues.
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2. THe ReSeaRCH PROBleM aND QUeSTIONS

Efforts to address resource gaps �n publ�c expend�ture on health care �n Tanzan�a began a long t�me 
ago. To date, short-term sources of funds appear to have allev�ated the problem, and therefore �ssues 
of susta�nab�l�ty rema�n cr�t�cal. As the government’s revenue performance, measured by the rat�o 
of tax to GDP, rema�ns �nelast�c and one of the lowest �n sub-Saharan Afr�ca, non-tax contr�but�ons 
from commun�t�es stand as the only v�able and susta�nable means of complement�ng budgetary 
allocat�ons to the prov�s�on of health care serv�ces. Thus, g�ven th�s country’s fiscal performance, the 
concern of whether to charge or not should not be emphas�zed; who should pay, how much he or 
she should pay and how to pay �s the real challenge �n quest�on. Are user fees better than �nsurance 
schemes for financ�ng health care?  

S�nce fees for health care �mply an �ncrease �n �ts pr�ce of access, deal�ng w�th the result�ng negat�ve 
effects �s another challenge as well. How does one charge a fee for publ�c serv�ces and at the same 
t�me ensure un�versal access, wh�ch �s of great �nterest to the publ�c?
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3. BaCkgROUND – THe INTRODUCTION OF USeR FeeS IN 
TaNzaNIa

Towards the late 1980’s, concerns as to whether the government of Tanzan�a could susta�n �ts ever 
expand�ng publ�c health sector started to surface (Mbelle, 1991). At the same t�me, these concerns had 
emerged �n many other countr�es. The general trend was that the financ�al shortfalls �n the publ�c health 
sector were ever �ncreas�ng. Although there had not been a concrete consensus that user fees could form 
part of the solut�on to the financ�al shortfalls �n the health sector, many countr�es had already started to 
rev�s�t the�r health sector pol�cy by the year 1990.

Parallel to the health sector pol�cy rev�ew, health care ut�l�zat�on stud�es �n develop�ng countr�es by Lew�s 
(1985) had concluded that pr�ce would not be a deterrent to access�ng publ�c health care serv�ces. Many 
other stud�es had s�m�lar conclus�ons. Also, results from a study �n Mal� suggested that there would be l�ttle 
or no change �n the expend�ture pattern �f pr�ces were ra�sed and all else held constant. S�m�lar results were 
observed �n the Ph�l�pp�nes and Malays�a. Gather and Van de Gaag (1990) found that user fees could be 
�ntroduced even when demand �s elast�c. Also, a number of stud�es �n other countr�es found that demand 
for health care �s pr�ce �nelast�c. (Heller, 1982; Ak�n et al; 1985; Mwabu et al., 1986; Gr�ffin, 1992 etc.).

Look�ng at the pers�stent resource shortages �n the publ�c health sector on one hand, and the emerg�ng 
conclus�ons that fees would work w�th a m�n�mal or zero �mpact on ut�l�zat�on of publ�c health care 
serv�ces; a number of countr�es �ntroduced reforms targeted to mob�l�se add�t�onal resources for the 
health sector. Tanzan�a was one of those countr�es that �ntroduced reforms to �mprove �ts publ�c health 
serv�ces �n the early 1990’s.

Know�ng that people m�ght have a d�fferent op�n�on about user fees �n the publ�c health serv�ces, the 
government of Tanzan�a �n 1990 comm�ss�oned a study on the potent�als of user fees and publ�c op�n�on 
�n regard to the�r w�ll�ngness to pay the fees. The study suggested that 80% of people �n Tanzan�a were 
prepared to contr�bute towards �mprov�ng serv�ces �n the health sector Muj�nja and Mabala 1992; Sm�th 
and Rawal, 1992).  S�m�lar stud�es �n other countr�es had �nd�cated s�m�lar pos�t�ve results

Based on the conclus�ons from stud�es on the potent�al of user fees, and the then popular debate that 
the fees would allev�ate financ�al gaps �n the health sector; the government of Tanzan�a �ntroduced user 
fees �n publ�c hosp�tals �n 1993. S�nce then, there have been a number of stud�es that seek to survey the 
�mpacts of user fees on health serv�ces. In general, the stud�es �nd�cate that dropouts from publ�c hosp�tals 
�ncreased as a result of the �ntroduct�on of user fees (Husse�n et al, 1997; Mush�, 1996; Kamuzora and 
Mhamba 1998; 1999; Mush�, 2001; etc.). However, there are parallel arguments that the dropouts �ncluded 
cases of fr�volous v�s�ts to publ�c hosp�tals that were necessary to control for more effect�ve use of the 
health sector resources. S�m�lar stud�es �n other countr�es also observed that ut�l�zat�on of publ�c health 
serv�ces decl�ned w�th the �ntroduct�on of user fees (Mwabu et al; 1995; Booth et al; 1994 Hongoro and 
Chand�wana, 1994; Staton et al; 1989; etc).

A recent study on the revenue �mpact of exempt�ons and wa�vers �n publ�c hosp�tals �n Tanzan�a (2003) 
by the M�n�stry of Health found that revenue generat�on from user fees covers 20% to 65% of expend�ture 
�n hosp�tals. The study observed some �mprovement �n health serv�ces as a result of the user fees though 
most respondents op�ned that the exempt�ons and wa�vers were not granted to those most �n need.

Parallel to user fees �n publ�c hosp�tals, the government of Tanzan�a �ntroduced p�lot Commun�ty Health 
Fund schemes to a few selected d�str�cts �n 1999. Under the CHF, households may jo�n the fund by pay�ng 
a pre-determ�ned fixed annual prem�um for free access to publ�c health fac�l�t�es by a max�mum of ten 
members from each part�c�pat�ng household.  Alternat�vely, users may choose to pay a fixed user fee of 
1,000 Tshs per each ep�sode of �llness attended to �n publ�c health fac�l�t�es.
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To date, CHF schemes �n Tanzan�a have had vary�ng �mpacts. It has been observed that membersh�p 
of the CHF �s generally low and �ts contr�but�on to total collect�ons from fees �s around only 20% 
(Abt Assoc�ates Inc., 2002). Kap�nga and K�wara (1999) show that CHF and user fees had �ncreased 
remarkably �n Igunga and drug shortages had been resolved. However, compl�ance w�th CHF was 
observed to be low, 5% and 4.1% for the Igunga and S�ng�da d�str�cts, respect�vely.

Look�ng at the performance of user fees �n Tanzan�a for both the hosp�tal and d�spensary levels, we observed 
that drugs ava�lab�l�ty had �mproved, but access to publ�c health serv�ces had recorded a decl�ne, at least 
at the hosp�tal level. We also noted that fees �n the health sector �n Tanzan�a are of three forms: User fees, 
the CHF and the newly �ntroduced health �nsurance scheme for c�v�l servants. An ord�nary household �n 
a CHF p�lot d�str�ct has two opt�ons: to e�ther jo�n the CHF and pay the annual prem�um, or to pay 1,000 
Tshs for each ep�sode of �llness attended to at publ�c health fac�l�t�es.  Otherw�se an exempt�on or a wa�ver, 
as st�pulated �n the user fees �mplementat�on manual, must apply. 

Three scenar�os of publ�c health care financ�ng emerge �n Tanzan�a: user fees, �nsurance and budgetary 
allocat�ons. Th�s paper sets out to make welfare compar�sons between user fees and �nsurance, and also 
between the two and the opt�on for free publ�c prov�s�on of health serv�ces. As a result, the study needed 
to be carr�ed out �n areas where user fees and the CHF are �n place.  
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4. THe aPPROaCH TO THe STUDy, MeTHODOlOgy aND DaTa

4.1 Theoretical arguments

Proponents of fees �n publ�c health serv�ces are conv�nced that, up to a po�nt, poor qual�ty of health 
serv�ces tr�ggers publ�c w�ll�ngness to pay towards some �mprovement of the serv�ces. A soc�al planner, 
therefore, w�shes to choose a fee, p , such that soc�al welfare for health care �s max�m�sed. Th�s �s true 
�f we assume a soc�al welfare funct�on wh�ch �s quas� concave �n the fees. Th�s assumpt�on �s val�d �f 
we assume further that the fee �ncreases qual�ty and access to government health care serv�ces (e.g. 
by reduc�ng travell�ng costs, full ut�l�zat�on poss�b�l�t�es, qu�ck recovery etc.).

Wh�le the soc�al planner chooses p  (the fee) to max�m�ze soc�al welfare, �nd�v�duals choose hx  
(amount of publ�c care consumed by �nd�v�dual h ) to max�m�ze welfare. We w�ll assume an �n�t�al 
equ�l�br�um �n wh�ch �nd�v�duals make the�r cho�ces, g�ven the other constra�nts they face. We w�ll 
then cons�der a change �n one of the equ�l�br�um var�ables and determ�ne the result�ng cha�n react�on 
that creates a new equ�l�br�um. The sum of the marg�nal effects �n welfare determ�nes the dev�at�on 
from the old equ�l�br�um; �t �s negat�ve or pos�t�ve by sett�ng the old equ�l�br�um at zero change. Let’s 
cons�der an �nd�v�dual, h , w�th the follow�ng �ncreas�ng str�ctly quas�-concave and tw�ce cont�nuously 
d�fferent�able welfare funct�on:

          (1)

can trade off h�s/her expend�ture between pr�vate and publ�c good consumpt�on or between non-
health care pr�vate consumpt�on ( hy ) and formal health care consumpt�on ( hx ) or �nformal health 
care ( hy ). Th�nk of an �ntroduct�on of a small qual�ty �mprov�ng user fees �n publ�c health care. 
Ind�v�dual h  welfare funct�on �n (1) becomes:

          (2)

where Q  �s qual�ty. Cons�der the fee as a lump sum payment, such as an �nsurance, wh�ch does not 
vary d�rectly w�th the consumpt�on of x . The reader may w�sh to cons�der a budget constra�nt of 
the form:

   

€ 

qyh + p + lsh = mh        (3)

for q  = pr�ce of y  and m  d�sposable �ncome and l  �s the pr�ce of s . If lq, and m  are held constant, 
changes �n hx  and hQ are atta�nable through a trade-off w�th hy and hs . Our concern here �s to 
determ�ne the marg�nal effects result�ng from a change �n p on the welfare of �nd�v�dual h  rather 
than h�s/her max�m�sat�on behav�our. To do th�s, we make three more plaus�ble assumpt�ons:

(�) Income �s fixed;

(��) Trad�ng-off w�th�n �nd�v�dual sh' consumpt�on bundle �s poss�ble; and

(���) The trade-off w�ll take place as long as welfare doesn’t fall.

We start by cons�der�ng a fee, ,p wh�ch has a neutral effect on �nd�v�dual sh'  welfare, and us�ng 
(02) we have

 
  

€ 

∂V
∂Q

. ∂Q
∂p

+ ∂V h

∂xh

. ∂xh

∂Q
+ ∂V h

∂yh

. ∂yh

∂p
+ ∂V h

∂sh

. ∂sh

∂p    (4)

    
A                    B           C    D

  

€ 

U = Vh (xh , yh ,sh )

€ 

U = V h(xh (Q),Q( p), yh ,sh )

€ 

q, l
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A  and B are marg�nal welfare ga�ns from �ncreased qual�ty and access to publ�c health care, 
respect�vely; and; C  and D  are marg�nal sacr�fice �n consumpt�on of non-health care and �nformal 
health care, respect�vely. To see how changes �n p  affect welfare of d�fferent �nd�v�duals, we cons�der 
the d�fferent scenar�os where the change �n welfare �s greater than, or less  than zero. Th�s �s the same 
as compar�ng between the marg�nal ga�n from consumpt�on of qual�ty publ�c health care and the 
sacr�fice made �n pr�vate consumpt�on to generate the qual�ty effect. Let

 
    

€ 

∂V h

∂Q
. ∂Q
∂p

+ ∂V h

∂xh

. ∂xh

∂Q
= ξ,and

∂V h

∂yh

. ∂yh

∂p
= γ ,and

∂V h

∂sh

. ∂sh

∂p
= τ  (5)

Hence,       

€ 

ξ = γ + τ   

Tak�ng �t that qual�ty �s a normal good; ξ  �ncreases w�th �ncome, wh�le γ �s decreas�ng �n �ncome but 
negat�ve. Th�nk of s  as an �nfer�or good such that the poor consume more of �t than the r�ch. 

Th�s would �mply that 
h

h

s

V

∂
∂

 �s decreas�ng �n �ncome. And hence �mply�ng further that τ  and γ  

are relat�vely small and negat�ve for the well to do households. Hence, for the non-poor, a marg�nal 
change �n the pr�ce of health care for qual�ty �mprovement w�ll reduce pr�vate consumpt�on (both 
y and s) because the ga�n �n welfare from qual�ty health care more than offsets the negat�ve effect 
from pr�vate consumpt�on. For the poor, γ  �s b�gger than ξ , and τ  �s l�kely to be pos�t�ve s�nce a 
pr�ce �ncrease reduces the�r real �ncomes. Consequently, the user charge �ncreases consumpt�on of 
�nformal care by the poor and that of modern care by the r�ch. The ult�mate effect on soc�al welfare 
depends on the compos�t�on of the targeted populat�on.

To determ�ne the �mpact of a marg�nal change �n user charge on soc�al welfare, we need to aggregate 
welfare effects for all �nd�v�duals �n the commun�ty �n order to generate the cond�t�ons for wh�ch the 
change �n welfare �s greater, less than, or equal to zero.  e start, as �n (4), by assum�ng a neutral effect 
pr�ce change such that

                     (6)

Let the left hand s�de of (6) be equal to Qω  and the r�ght hand s�de equal to Cω  so that

     

€ 

ωQ + ωC = z         (7)

where z  �s the net soc�al marg�nal effect of the fee.  Thus, Qω  �s the soc�al marg�nal ut�l�ty of �ncome 
�n qual�ty publ�c health care. Analogously, cω  �s the soc�al marg�nal ut�l�ty of pr�vate consumpt�on. 
Hence, z �s the net soc�al marg�nal welfare for a marg�nal trade off between pr�vate consumpt�on 
and the qual�ty of publ�c health care. It �s the soc�al marg�nal ga�n result�ng from marg�nal change �n 
the user fee. A feas�ble fee therefore, �s one, wh�ch fulfils the follow�ng cond�t�on:

    

€ 

z ≥ 0          (8)

�.e. the fee is at least as good as without it. If the user fee �s such that consumpt�on of publ�c health 
serv�ces �ncreases, access to government subs�d�es w�ll �ncrease. Fees �n publ�c health care w�ll �ncrease 
soc�al welfare as long as the�r net soc�al marg�nal benefit �s pos�t�ve and suffic�ently adequate to 
offset the fall �n welfare that ar�ses from the effect of the fee on government tax revenue and pr�vate 
consumpt�on.  For �nd�v�dual τγξ +<,h  �mpl�es that he/she �s not w�ll�ng to pay the user fee; 
�nd�v�dual d�rect payments reduce h�s/her welfare. 

€ 

∂Ω
∂V h

h

∑ ( ∂V
∂Q

. ∂Q
∂p

+ ∂V h

∂xh

. ∂xh

∂Q
) = − ∂Ω

∂V h
h

∑ ( ∂V h

∂yh

. ∂yh

∂p
+ ∂V h

∂sh

. ∂sh

∂p
)
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Th�s �mpl�es further that   0<
∂
∂

p

xh

   
and h�s/her access to government health subs�d�es decreases. 

Where 0=
∂
∂

p

xh , we have a pure qual�ty effect and access to publ�c care does not change. Hence, 

the source of a change �n welfare �s actually whether �nd�v�dual d�rect payments to the publ�cly 
prov�ded health care y�eld more welfare than tax payments; and �n part�cular, whether one form of 
payment �s better than the other.

4.2 Framework for empirical analysis

4.2.1	 Hypotheses

We cons�der two scenar�os �n the pract�cal measurement of pr�ce effects �n publ�c health care, the 
first best and the second best.

4.2.2	 First-Best	Scenario

Under the first-best scenar�o, we compare the benefits a household rece�ves from consumpt�on of 
publ�c health care and the tax that �t would pay �f �mprovement of health serv�ces had not been 
financed by user fees, �.e.

   

€ 

g − to − f versus g − t1      (10)

Where g  �s the value of publ�c health serv�ces consumed �n the past twelve months, ot  �s the tax 
pa�d by �nd�v�dual h  �n the per�od to finance publ�c health care, f  �s the fee pa�d to supplement 
the publ�c fund�ng and 1t  �s the tax that household h  would have to pay �f the add�t�onal resources 
had been ra�sed through add�t�onal taxes.

However, we have �nd�cated earl�er that the tax system �n Tanzan�a �s �nelast�c to the GDP, let alone the 
h�gh costs that would be �ncurred to adm�n�ster such a tax �n rural sett�ngs. Thus, fees are generally 
super�or to spec�fic taxes.  It �s needless  to say that fees are at least as bad as tax financ�ng, �.e.

         (11)

4.2.3	 Second-Best	Scenario

We understand that for every v�s�t or ep�sode of �llness attended to at a pr�mary publ�c health fac�l�ty, a 
non-CHF pat�ent has to pay 1,000 Tshs. If we let �nd�v�duals state the�r reservat�on fees, the dev�at�ons 
from the current rate of 1,000 Tshs const�tute the ga�n or loss �n welfare per v�s�t from the �nd�v�dual’s 
po�nt of v�ew. Let r  be the amount household h  �s w�ll�ng to pay per every ep�sode of �llness attended 
to. Also, let hx  represent the frequency of v�s�ts to publ�c health fac�l�t�es dur�ng the per�od t . Then, 
the soc�al welfare ga�n from the current user fee of 1,000 Tshs for per�od t  �s, for example:

         (12)
  

€ 

(r −1000)xh
h

H

∑ wh (h =1,2,3,...H )

    

€ 

t1 f to + f
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where hw �s soc�al welfare we�ght. 

In the case of CHF, equat�on (12) �s mod�fied to cons�der pre-payments as follows:

         (13)

Where R  �s the annual amount a household h  �s w�ll�ng to pay as a CHF prem�um and B  �s the 
actual fee requ�red, wh�ch �s 5,000 Tshs �n our case.

However, equat�ons (12) and (13) are s�mple �nd�cat�ons of the ga�ns from fees, what we do not know 
yet �s who suffers the most from user fees. The poor segments of the populat�on are the real challenge 
�n quest�on, even �f the two equat�ons y�eld pos�t�ve ga�ns. Thus, computat�ons by d�fferent �ncome 
groups, and the poor �n part�cular, would g�ve an �nd�cat�on of the welfare effects. A compar�son of 
user fees and an �nsurance prem�um would br�ng out the preferred method of financ�ng. We start 
by stat�ng the follow�ng hypothes�s:

An insurance scheme is superior to user fees, i.e.

         (14)

Reservat�on pr�ces are subject to a number of other �nd�v�dual attr�butes. Seasonal�ty �n �ncome 
flows, for example, may �nfluence the des�red annual rates and user fees �n d�fferent d�rect�ons.  To 
th�s extent, the compar�sons descr�bed �n equat�ons (12) and (13) may produce necessary, but not 
suffic�ent �nd�cat�ons for super�or�ty. Thus, we look on the actual proport�on of ep�sodes of �llness 
attended to at health fac�l�t�es for CHF and non-CHF members, respect�vely. Hence, we re-state the 
hypothes�s as follows:

A community insurance scheme cares for the poor much better than user fees, �.e. from the prev�ous 
der�vat�ons we have

 
  

€ 

∂ xh
h

H

∑
∂B

>
∂ xh

h

H

∑
∂p

      (15)

Thus, compar�son by �ncome groups should g�ve �nd�cat�ons of the effects. Alternat�vely, soc�al welfare 
we�ghts can be used to compute the effects.

4.3 Sources of Data 

The �mpl�ed data from both the research problem and the hypotheses of th�s study const�tute 
�nformat�on from household profiles and health care prov�ders. Cons�der�ng that CHF �s st�ll �n �ts 
p�lot stage �n Tanzan�a, we select�vely carr�ed out prov�der and household surveys �n Ir�nga and K�losa 
CHF p�lot d�str�cts. The household survey was adm�n�stered �n selected wards of the two d�str�cts. 
The select�on of sample wards was based on the d�fferences �n soc�o-econom�c character�st�cs, 
part�cularly �ncome.

Random �nterv�ews were then carr�ed out at the v�llage level. F�ve hundred households were covered 
by �nterv�ews �n the two d�str�cts.  The prov�der survey targeted to collect match�ng fac�l�ty data for 
the commun�t�es captured �n the household survey.  

  

€ 

(Rh − B)wh
h

H

∑

  

€ 

Bh f rh
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5. ReSUlTS aND DISCUSSIONS

5.1 Descriptive Observations

The M�n�stry of Health cost shar�ng �mplementat�on manual states clearly that ch�ldren of age five and 
below are statutor�ly exempted from fees for health serv�ces �n Tanzan�a (URT, 1994 & 1997). S�nce th�s 
paper �s concerned w�th fees structure, compl�ance rates and welfare, the analys�s select�vely covers 
the over-five-years, who are �ncluded �n the cost shar�ng pol�cy. The focus �s on ep�sodes of �llness 
�n households; how they were attended, payments for treatment and the �mpl�cat�on on household 
cho�ces and welfare. Thus, the core relevant sample �n our analys�s �s the over five-years group who 
fell s�ck dur�ng the last four weeks or last twelve months �nclus�vely, at the t�me of the survey.

The survey data from Ir�nga (R) and K�losa show that 56.6% of the members of households �nterv�ewed 
�n the survey reported at least one ep�sode of �llness dur�ng the last twelve months. Of those report�ng 
�llness, 52% were over five years �n age. We note further from Table 1 that many households �n the 
survey had between 1-5 ep�sodes of over five-years �llness dur�ng the last twelve months.

Table 1: Distribution of Illness for Over Five years Persons During the last Twelve 
Months

episodes of 
Illness for the 

Over Five years

Percent of 
Households

Cumulative 
Percent

0 11.9 11.9 

1 19.3 11.9

2 23.1 31.2

3 21 75.3

4 9.2 84.4

5 9.8 94.2

6 2.4 96.6

7 0.7 97.3

8 1.7 99.0

10 0.7 99.7

13 0.3 100.

5.2 Illness and Poverty

The survey data �ncluded �nformat�on on household consumpt�on, wh�ch �s s�m�lar to that used �n the 
computat�on of adult equ�valent monthly consumpt�on �n standard household budget surveys (HBS). 
From the data, same equ�valent consumpt�on was computed and poverty profiles were establ�shed 
as per the standard format �n the HBS reports.

The results show that 16% of the sample from the two d�str�cts �s poor. Of those poor, 46% reported 
�llness dur�ng the last twelve months. Of all report�ng �llness from the sample, 13% were poor. 
Analogously, 59% of the non-poor reported �llness dur�ng the last twelve months. Further analys�s 
of the d�str�but�on around the sample mean per cap�ta consumpt�on shows s�m�lar patterns of 



12

Deograsias  Mushi

report�ng behav�our; the above-average �ncome group reports h�gher morb�d�ty rates compared to 
the�r counterparts (�.e. 63.6% versus 54.1%).

We note that the reported morb�d�ty rates for the non-poor are h�gher than those of the poor, 
�nd�cat�ng that the poor may have a relat�vely lower degree at wh�ch a health problem �s perce�ved 
as an �llness requ�r�ng med�cal consultat�on. Consequently, health care consultat�ons by the poor are 
lower regardless of the costs of access. Th�s �mpl�es further that the poor are doubly d�sadvantaged 
�n user fee health care reg�mes; they are poor and by �mpl�cat�on they consume less care; and; they 
perce�ve less �llness and therefore consult for health care less often than the non-poor.

5.3 Payment Options For Primary Health Care and Welfare

5.3.1	 Choice	of	Provider	of	Health	Care	

Of all the persons report�ng �llness dur�ng the last twelve months, 21% d�d not seek consultat�ons at 
formal pr�mary health care fac�l�t�es. We do not find s�gn�ficant d�fferences between �ncome groups, 
although by �mpl�cat�on, the poor consulted health fac�l�t�es less often than the non-poor, due to 
the�r percept�on of the �llness as a health problem requ�r�ng med�cal attent�on.

We also find �n Table 2 that about 20% of the pat�ents bought med�c�ne d�rectly from pharmac�es. 
Publ�c health fac�l�t�es, part�cularly pr�mary serv�ce outlets, are the ma�n source of med�cal care. Also, 
we do not find s�gn�ficant d�fferences between the poor and the non-poor �n regard to the cho�ce 
of prov�der.

Table 2a:  Choice of the Provider of Medical Care

Type of Medical Facility Percentage  of Non-poor 
Consulting

Percentage of Poor 
Consulting

Percentage of all 
Consulting

Private hospital 6.7 4.4 6.5

Regional hospital 13.5 9.4 13

government district hospital 3.3 2.5 3.2

government regional hospital 3.8 1.9 3.6

government dispensary 27.8 32.5 28.4

Public referral hospital 0.1 - 0.1

Traditional/witch doctor 1 0.6 0.9

Pharmacy 19.6 21.9 19.9

If asked, as �t has been the case, most people would op�ne that fees �n publ�c health fac�l�t�es �ncrease 
the demand for trad�t�onal med�c�ne. Contrary to th�s op�n�on, the results of th�s study do not �nd�cate 
any ev�dence that demand for trad�t�onal health serv�ces �s on the �ncrease because of the user fees. 
Even when we exam�ne the source of not consult�ng by those who d�d not do so (Table 2b), trad�t�onal 
med�c�nes do not feature as a subst�tute to allopath�c med�cal care.  We learn from the results that
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Table 2b:   Reasons for Not Seeking Medical Care

Stated Reason Percent of Non-poor 
Stating

Percent of Poor 
Stating

Percent of all Who 
Didn’t Seek Care

Minor illness 40.6 75 43.8

No one to accompany the sick 10.6 - 9.7

Could not afford to pay for 
medical services 3.8 12.5 4.5

lack of money to pay for 
transport 24.4 6.3 22.7

Chronic diseases 8.7 6.3 8.5

Other reasons 11.9  - 10.8

transport costs const�tute the major reason for not seek�ng med�cal care. Contrary to what most 
people would op�ne, to most households, med�cal costs per se do not feature as the major barr�er 
to access�ng health care. We observe further that access�ng health fac�l�t�es �nvolves substant�al 
transport costs, wh�ch �f not afforded, the argument that fees const�tute the major barr�er to publ�c 
health serv�ces becomes �mplaus�ble. 

5.3.2	 Payment	Options	and	Welfare

Bas�cally, there are three forms of payments that are currently �n operat�on at publ�c health fac�l�t�es �n 
Tanzan�a, e�ther as p�lot projects or countryw�de programmes. The user-fee scheme �n publ�c hosp�tals 
�s the oldest, followed by the Commun�ty Health Fund wh�ch �s now be�ng p�loted �n selected d�str�cts. 
The government has also recently �ntroduced a health �nsurance scheme for c�v�l servants.

Under the CHF scheme �n Ir�nga and K�losa, households may jo�n the fund and pay a fixed annual 
prem�um of 5,000 Tshs for free access to publ�c health serv�ces for a max�mum of ten members of the 
household. Non-CHF members have to pay a fixed user fee of 1,000 Tshs for each ep�sode of �llness 
attended to at publ�c serv�ce outlets.

Table 3: Membership of CHF in 2003

Basic Needs Poverty 
assessment

Household Membership of CHF

Members Non-members

Non-poor
92

(23.9%)

293

(76.1%)

Poor
13

(21.3%)

48

(78.7%)

Total
105

(23.5%)

341

(76.5)

Assessment of membersh�p to CHF �n 2003 shows a general compl�ance rate of 23.5% (Table 3). CHF 
�s marg�nally more popular to the non-poor than to the�r counterparts. However, we observe that 
major�ty of households �n the sample are not members of the fund; and by default, they opt for the 
user-fee scheme.
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The observed low membersh�p to CHF suggests that e�ther the fund �s more expens�ve/unpopular 
than the user fee scheme, or s�mply that �t �s not affordable, or both. To br�ng out the explanat�on, 
we analyse the payment opt�ons made by households �n settl�ng the�r med�cal b�lls dur�ng the last 
twelve months. We then find out potent�al comparable costs �f a d�fferent payment scheme had 
been opted for.

Figure 1: Potential and actual Household expenditure on Medical Consultations 

F�gure 1 shows sav�ngs from payment opt�ons for publ�c med�cal care. The hor�zontal ax�s shows 
frequency of ep�sodes of �llness by categor�es of households as reported for the last twelve months. 
The vert�cal ax�s �nd�cates mean sav�ngs/user fees under the d�fferent payment opt�ons for each 
category of household. The graph shows �nterest�ng results.

F�rst, we find that �f all s�ck �nd�v�duals had opted for consultat�on at publ�c health fac�l�t�es as non-
CHF members, they would pay less by far compared to the CHF annual prem�um. The figure shows 
that potent�al costs that would be met by user fees are less than the CHF annual prem�um (5,000 
Tshs) for all households �nd�cat�ng five or less ep�sodes of �llness last year. Recall that �n Table 1, we 
observed that about 95% of the surveyed households had five or less ep�sodes of �llness dur�ng the 
last twelve months. And by �mpl�cat�on, many households would have saved by opt�ng out the CHF 
scheme. We also observe from Table 1 that 11.9% of the households �n the sample d�d not have any 
ep�sodes of �llness; and by �mpl�cat�on also, pay�ng the CHF prem�um would not benefit them unless 
we cons�der r�sk shar�ng as a benefit also. It can be suggested that th�s would be certa�nly d�fficult 
to perce�ve by an ord�nary v�llager. 

Second, we observe from F�gure 1 that under the current structure of fees, households w�th five or 
less ep�sodes of �llness, wh�ch are the major�ty �n the sample, would substant�ally lose by jo�n�ng the 
CHF compared to the user fee scheme. However, households �nd�cat�ng more than five ep�sodes of 
�llness would benefit by jo�n�ng the CHF.

Ep�sodes dur�ng 2003 of adult �llness �n households
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Th�rd, and more �nterest�ng, �s the actual sav�ng from user fees by non-CHF members as �nd�cated 
for the last twelve months. About 99% of households who had s�ck members spent less than what 
they would have pa�d under the CHF.

The results from  F�gure 1 �mply that the CHF �s more expens�ve than the user fee scheme. Thus, the 
low compl�ance rate observed �n Table 2 �s ma�nly a result of too h�gh prem�um rates for the CHF. 
As �nd�cated later �n th�s paper, most households would prefer to pay less than the current rate of 
5,000 Tshs per annum. 

Table 4: CHF Compliance and Drop-outs by Income groups

Particulars % of Non-poor % of Poor % of all

CHF membership 23.9 21.3 23.5

Drop-outs from CHF 8.8 4.9 8.3

Never been CHF members 67.3 73.8 68.2

Further analys�s of compl�ance, drop-outs and �ncome poverty �n Table 4 shows that the dropout 
rate from CHF �s 8.3%, �mply�ng that membersh�p to CHF has dropped from 31.8% �n 1999 to 23.5% 
to date.  Secondly, we observe that the rate of drop-out for the non-poor �s s�gn�ficantly h�gher than 
that of the poor. The lower drop out rate for the poor �s largely expla�ned by the fact that many poor 
households are b�gger �n s�ze than the non-poor (Table 5). We observe further �n Table 5 that many 
poor households are 6 to 10 members �n s�ze. The major�ty of non-poor households are 1 to 5 �n s�ze. 
By �mpl�cat�on, larger households would benefit more by jo�n�ng CHF than smaller ones.

Table 5: Household Size and Poverty

Household Size
Percent of Households

Non-poor Poor all

1-5 64.1 27.9 59.2

6-10 34.3 67.3 38.7

Over 10 1.6 4.8 2.1

5.3.3	 Gain	in	Welfare	by	Non-CHF	Households

Cons�der�ng that bulk of the costs of the prov�s�on of publ�c health serv�ces are borne by the 
government, and the observed pers�stent drug shortages �n pr�mary health fac�l�t�es, non-CHF 
households appear to benefit more by opt�ng for the user-fee scheme.
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Table 6: Welfare gains from Opting out of the CHF

Percentage  gain in adult equivalent 
Consumption

Percentage of Non-CHF Households 
Benefiting

less than zero 1.1

0 17.2

0.001 to 1 64

>1 17.7

Table 6 reveals that non-CHF households �ncreased the�r per cap�ta consumpt�on as a result of 
sav�ngs from opt�ng out the CHF. The table shows that 17.2% of non-CHF households d�d not suffer 
any loss �n consumpt�on from not jo�n�ng the CHF.  L�kew�se, 64% of the households �ncreased the�r 
per cap�ta consumpt�on by between 0.0001 to 1%. And 17.7% had a more than 1% �ncreased �n per 
cap�ta consumpt�on. These results confirm further that there are no �ncent�ves for jo�n�ng the CHF 
from the household welfare po�nt of v�ew.  In fact, there are ga�ns �n welfare as households opt out 
of the CHF. Of course med�cal serv�ces at the health fac�l�ty are the same regardless of the method of 
payment. And therefore, the ga�n does not �mply subst�tutab�l�ty between consumpt�on and med�cal 
expenses, but rather pure sav�ng from pay�ng v�a the user fee scheme. 

However, there are many reasons why people do not jo�n the CHF. As observed from the results �n 
Table 7, many households �nd�cated that they opt out of the CHF because of the lack of money or 
�t was too expens�ve to pay the annual prem�um. The �nd�cat�ons prov�de further ev�dence that the 
CHF �s too expens�ve. In part�cular, the poor find �t d�fficult to pay for the CHF (Table 7).  Included 
�n the reasons for not jo�n�ng the CHF �s bad management and poor serv�ces.  For example, �t has 
been observed that CHF members are attended second after those w�th cash at hand, th�s creates a 
d�s�ncent�ve to jo�n the fund, and there�n a sh�ft from �t to the user fee scheme. 

Bas�cally, the user fee scheme g�ves flex�b�l�ty of cho�ce of the prov�der between publ�c and pr�vate, 
and between the two and pharmac�es, and soon. The CHF scheme g�ves such opt�ons at costs over 
and above the entry annual prem�um. Thus, by �mpl�cat�on, poor serv�ces at publ�c health fac�l�t�es 
are a ser�ous d�sadvantage to the CHF member households.

Table 7: Reasons for Not Joining the CHF

Reason % of Non-Poor 
Indicating

% of Poor 
Indicating % of all

lack of money or too 
expensive to pay 59.6 77.7 61.8

Poor management 11.1 19.4 12.1

Not aware of CHF 4.1 0 3.6

Poor services 21.9 2.8 19.6

Other reasons 3.3 0.1 2.9
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5.3.4	 Would	a	Reduction	in	the	CHF	Premium	Increase	Compliance?

One way to br�ng out the soc�al des�rab�l�ty of fees �n publ�c health care �s to gauge peoples’ op�n�on 
on the fees.  But th�s must be done carefully to control pol�t�cal factors and pol�t�cs of publ�c resources 
d�str�but�on.  The survey data from Ir�nga and K�losa conta�n �nformat�on on w�ll�ngness to pay and 
whether fees should be abol�shed. It �s observed that 16.6% of all the respondents thought that the 
fees should be abol�shed. Analys�s by �ncome groups shows that 17.2% and 12.5% of the non-poor 
and the poor, respect�vely, �nd�cated that the fees should be abol�shed. The low rates are general 
�nd�cat�ons that the fees are s�gn�ficantly popular �f the rates are carefully re-cons�dered. But more 
�nterest�ng �s the analys�s of the �nd�cat�ons of w�ll�ngness to pay the CHF by the non-members (Table 
8). We note from the table that compl�ance w�th the current CHF prem�um (5,000 Tshs) by the non-
members �s 25%. Thus, �t �s an �nd�cat�on that major�ty would want a lower rate, part�cularly a rate 
that �s not more than 3,000 Tshs. We do not observe s�gn�ficant d�fferences between the poor and 
the non-poor �n regard to the amount that should be pa�d out as CHF annual prem�um fee.

Table 8: Willingness to Pay for CHF by Non-members

Stated amount Percentage  of Non-
poor Stating

Percentage of Poor 
Stating

Percentage of all 
Stating

0 1.2 0 1

200-1,000 16.9 23.5 17.7

1,500-2500 33.9 29.5 33.4

2,600-3000 19.7 23.5 20.1

3,500-3,000 25.1 23.5 25

Over 5,000 3.2 0 2.8

By �mpl�cat�on, the results suggest that compl�ance would be more than doubled �f the prem�um 
fee would be set at a rate between 2,000-3,000 Tshs.
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6. CONClUSIONS aND eMeRgINg POlICy ISSUeS

6.1 The CHF is More expensive Than The User Fee

Th�s study found out that the CHF �s more expens�ve than the normal user fees currently �n operat�on 
at the pr�mary fac�l�ty level �n Ir�nga and K�losa d�str�cts. The ma�n barr�er to jo�n�ng the fund �s the 
annual prem�um fee that �s cons�dered too h�gh and not affordable by the major�ty of households. 
There �s a clear �nd�cat�on that a reduct�on �n the prem�um fee �s more soc�ally des�rable at the 
commun�ty level than abol�t�on

6.2 The Impact on the Poor is Small

The concern that most of the poor would suffer s�gn�ficantly from fees �n pr�mary health fac�l�t�es 
was not borne out �n th�s study. Poss�b�l�t�es of extreme cases cannot be ruled out, however. Much 
concern ar�ses from the amount that has to be pa�d rather than �nab�l�ty to do so per se. Sett�ng lower 
rates to start w�th, would gradually pave the way to real�st�c fees.

6.3 Wider geographical Coverage Would  Increase Compliance and Reduce Poverty

But more cr�t�cally, one would argue that g�ven the spat�al d�str�but�on of the current publ�c health 
fac�l�t�es, and the accompany�ng transport costs �n access�ng these fac�l�t�es,   free publ�c health 
serv�ces have ser�ous equ�ty �mpl�cat�ons. Arguably, those who have to pay transport costs to access 
health serv�ces are double d�sadvantaged; they �ncur costs �n add�t�on to the normal med�cal care 
costs; and also, they spend a lot of t�me to travel to health fac�l�t�es, part�cularly when an �llness has to 
be re-attended several t�mes.  Earl�er on, we observed that the poor consult when they are ser�ously 
s�ck, and by �mpl�cat�on, the attendance rates for them are relat�vely h�gher, thus �mply�ng add�t�onal 
costs over and above the travell�ng costs of the non-poor. Furthermore, when local health serv�ces are 
poor, people w�ll have to travel longer d�stances �n search of appropr�ate med�cal care, thus �ncurr�ng 
even more transport costs and t�me. Th�s has �mpl�cat�ons for the household’s econom�c act�v�t�es 
and welfare. Thus, cutt�ng down the travell�ng costs and t�me would potent�ally �ncrease compl�ance 
w�th the CHF and s�gn�ficantly reduce poverty. Th�s would be poss�ble �f government funds were 
used to ensure the ava�lab�l�ty of very bas�c health serv�ces at the nearest locat�on, and at the same 
t�me strengthened commun�ty contr�but�ons to address qual�ty gaps �n the short term.  

6.4 Inefficiencies at Public Facilities Creates additional Costs for CHF Members

Unl�ke the CHF, the user fee system g�ves flex�b�l�ty �n the cho�ce of prov�der between publ�c and 
pr�vate, and between the two and pharmac�es, and soon. The CHF g�ves such opt�ons at costs over 
and above the entry annual prem�um. By �mpl�cat�on, �neffic�enc�es �n the form of poor serv�ces and 
bad management at publ�c health fac�l�t�es �s a ser�ous d�sadvantage to CHF members. Ensur�ng 
that the qual�ty of health serv�ces corresponds w�th the level of fees �s a strong pre-cond�t�on for the 
success of CHF schemes.

6.5 User Fees Should Precede the CHF

In my op�n�on, �mplement�ng an �nsurance scheme �n a reg�me or commun�ty where even user fees 
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have never been would be d�fficult. Small affordable user fees could be �ntroduced first, �n order to 
accustom people and commun�t�es w�th the user pay serv�ce systems. Then people would speculate 
on the ga�ns from purchas�ng a health �nsurance.

6.6 CHF Could Be the Best Option

It �s also observed that �f compl�ance were guaranteed, CHF would be the best �n financ�ng health 
care as �t sh�fts the �nc�dence of the burden of financ�ng away from the pat�ent. However, w�thout 
proper synchron�zat�on of the user fees and the �nsurance schemes that are currently �n operat�on 
�n Tanzan�a, people w�ll st�ll opt for d�rect payments rather than CHF.
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