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Foreword

Over the past decade, the imperative of building strong national health systems 
has gained heightened global attention. The unprecedented resources made 
available for global health, and particularly for combating the major pandemics, 

have enabled countries to significantly expand the reach of life-saving health interven-
tions. Yet, in many countries, efforts to scale up these programs have been impeded by 
weak health systems. If the six health system building blocks defined by the World Health 
Organization in Everybody’s Business offer countries a broad perspective on health system 
components, this practical electronic handbook goes further by providing health program 
managers with some of the essential nuts and bolts for strengthening health systems.

Turning the pages, I was struck by just how much of the knowledge contained in this 
volume resonates with our experience in Ethiopia, particularly since we embarked on 
a radical systemwide effort to reform our health sector. We recognized early on that an 
integrated health system approach to service delivery was the only feasible strategy for 
reaching the ambitious targets in our Health Sector Development Program (HSDP).

Created by the Federal Ministry of Health in 1997, the HSDP constitutes a core compo-
nent of our Government’s cross-sectoral Plan for Accelerated and Sustained Develop-
ment to End Poverty. The HSDP focuses on addressing the country’s most pressing health 
problems. Directly aligned with the health-related Millennium Development Goals, the 
current third phase of our HSDP prioritizes the high-impact health system-strengthening 
interventions needed to accelerate scale-up and coverage of key health services in child 
health, maternal health, HIV/TB, and malaria. Underpinning this approach is our Gov-
ernment’s firm commitment to a community-centered effort to ensure universal access to 
primary health care.

This national objective is being driven by our Health Extension Program (HEP), which 
has rapidly trained and deployed 30,000 health extension workers (HEWs) throughout the 
country—two HEWs for every village—almost doubling Ethiopia’s health workforce in only 
three years. The engagement of HEWs as full-time salaried civil servants marks an impor-
tant shift away from the volunteerism model, a change that we believe has been crucial to 
HEP’s rapid progress and will foster its long-term sustainability and success. Using social 
mobilization and an innovative “model family” approach, our HEWs are promoting healthy 
behaviors in their communities and improving access to and use of basic health services.

http://www.msh.org/resource-center/health-systems-in-action.cfm
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The Health Extension Program, which focuses on health promotion and disease pre-
vention, is the bedrock of Ethiopia’s decentralized health system. And the broad-based 
health information and referral system that HEWs are developing at the grassroots level is 
broadening access to a continuum of care at the secondary and tertiary levels. In parallel, 
our Government has also been investing heavily in the expansion of our health infrastruc-
ture, an effort through which we aim to put in place 15,000 health posts and 3,200 health 
centers around the country. The bulk of these facilities have already been completed.

These efforts are being bolstered by our ongoing health sector reform, which aims to 
bring about a radical change in the way we work. We recognize that the ambitious goal 
of achieving universal access to basic services requires a fundamental departure from 
“business as usual.” As part of this reform, now in its second year of implementation, we 
have redesigned and introduced new business processes and established institutional 
frameworks for essential functions. These functions include public health emergency and 
management planning; monitoring and evaluation; pharmaceutical supply and manage-
ment; health services and products regulation; resource mobilization; and insurance. Staff 
throughout the sector have been trained on the policies and strategies underpinning these 
new, people-centered, and results-based processes, which emphasize efficiency and clear 
accountability structures. With the active engagement of our diverse and committed part-
ners, we are also building inclusive and effective governance mechanisms in line with our 
International Health Partnership Compact, which emphasizes sustainability, harmoniza-
tion of resource mobilization and allocation, and coordinated monitoring and evaluation.

This manual addresses, in remarkable detail, all the practical management aspects of these 
essential areas for health systems strengthening. Given that many developing countries, 
including Ethiopia, are currently grappling with the manifold challenges of this endeavor, 
the timeliness of this publication is in itself a tremendous contribution. But perhaps the 
most important contribution of this book is its emphasis on the central element for build-
ing an effective national health system: skilled and motivated people as the indispensable 
cement needed to construct a cohesive, well-functioning health system.

The centrality of people is well reflected in the first four chapters, which elucidate the 
inextricable linkages between systems and people, both as deliverers and beneficiaries of 
health services; identifying key leadership and management competencies for the health 
sector; and underscoring the importance of good governance and effective planning. It is 
precisely in these areas that I believe this handbook will serve us as an excellent resource 
in Ethiopia. Our efforts to strengthen the “people orientation” of our new business pro-
cesses and our ongoing initiatives to build vital management and leadership skills—
including notably, our pioneering graduate training program for hospital CEOs—stand to 
benefit from the practical insights contained in this manual.

Likewise, much can be gleaned from this manual to strengthen our efforts to institutional-
ize a culture of evidence-based planning throughout our health sector. This culture ranges 
from the persistent pursuit of our overarching objective of “one plan, one budget, one 
reporting system” at the national level, to the reinforcement of our planning processes at 
the district level, to the details of the weekly plans each manager draws up to direct their 
daily activities.
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Going forward, we hope that our own practical experiences in these areas can contribute 
to future editions of this comprehensive manual. While health systems strengthening may 
not be an exact science and there is no one-size-fits-all approach, this publication makes 
clear that much empirical knowledge and good practice can be distilled to help countries 
accelerate and refine their efforts in the ways best suited to their needs, capacities, and 
circumstances.  

Management Sciences for Health and USAID should be commended for collaborating to 
produce this very timely and valuable handbook. It is a vital contribution that underscores 
not only the indispensability of strong health systems for achieving the health Millennium 
Development Goals but also for dealing with new and emerging global health problems 
in the future. I look forward to seeing the wide dissemination and practical application of 
this manual in Ethiopia and throughout Africa and the rest of the developing world.

Dr. Tedros Adhanom Ghebreyesus
Minister of Health, Federal Democratic Republic of Ethiopia

http://www.msh.org/resource-center/health-systems-in-action.cfm
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What People Are Saying about Health Systems in Action

The substance is impressive. I doubt that there is anything else in this field that offers 
remotely as much between two covers. 

Guy Pfeffermann 
Founder and CEO, Global Business School Network

This publication provides a wealth of information for managers … who wish to improve 
their performance and that of their teams…. It addresses the key issues for aspiring 
leaders in health and provides a wide array of links to useful resources. It also encour-
ages reflective practice and combines theoretical concepts with practical examples. This 
publication will be especially useful for managers in resource-constrained settings who 
have to make difficult decisions about how to direct limited resources to obtain the largest 
health gain, as well as how to motivate teams and nurture high-quality care in challenging 
circumstances. 

Professor Andy Haines 
Director, London School of Hygiene & Tropical Medicine

Distilling decades of experience, MSH’s handbook underscores the importance of health 
systems performance to achieve MDGs and more, and places people at the core of each of 
the building blocks of health systems, with an emphasis on the critical competencies of lead-
ership and management for development organizations and governments. The handbook 
should become a helpful companion of health leaders and managers around the world. 

Ariel Pablos-Mendez 
Managing Director, The Rockefeller Foundation

The eHandbook is the most important single reference for health care managers at all 
levels in the organization and the health care system. It is a learning system. The manager 
who goes through the entire eHandbook will grow in competence and confidence. The 
manager who consults it to solve problems will find the answers. The eHandbook is also 
a portal providing the essential websites through which the user is guided to dig deeper, 
making the Handbook a virtual consultant. With the eHandbook, the health manager is 
never alone.

Gary L. Filerman 
Senior Vice President and Chairman,  

Health Management and Policy Group, Atlas Research

The eHandbook clearly meets a gap in many of our health systems in Africa. 

Alex Coutinho 
Director, Infectious Disease Institute, Kampala, Uganda
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Preface

The creators of this handbook have been listening carefully to people like you for 
many years. You have told us that you wished you had been better prepared to 
manage and lead health facilities or programs and health care providers. You 

spoke to us about your commitment to health as a human right and your struggles to 
ensure that your health facilities and staff produce high-quality health services for people 
in need. We heard your descriptions of the challenges of working under less-than-ideal 
circumstances and always in the face of significant resource constraints.

Health Systems in Action: An eHandbook for Leaders and Managers was written for you. 
We hope it will help you lead and manage your team or unit, program, or organization to 
realize the dream you set out to accomplish: universal access for individuals, families, and 
communities to the best possible health care. 

We believe the following pages will provide insights and tools that will help you manage 
and lead better and enable others to face challenges and produce desired results. We want 
to help you reach your goals by improving the responsiveness of the health system or your 
specific organization to the needs of clients, staff, and others who have a stake in quality 
health care.

The topic of effective health systems is on everyone’s mind these days. Much is known 
about the elements of a health system, and many frameworks exist. Yet there is still a 
major gap related to the “how” of making health systems work.

This handbook brings together effective practices in leadership, management, and gover-
nance from decades of our worldwide field experience in public health. It includes effec-
tive practices in key management systems that all work together to improve health. In 
addition, it draws on the practical approaches for leading and managing available to you 
in Managers Who Lead: A Handbook for Improving Health Services, which was published 
in 2005 and reprinted in 2009. 

Our aim is to give you a comprehensive, practical guide and a set of tools and resources 
that address common issues in leading and managing health services. We have designed 
this handbook as an electronic resource that you can access with ease on the Internet and 
read online, print, and download. This handbook is also available on CD-ROM.

http://www.msh.org/resource-center/health-systems-in-action.cfm
www.msh.org/resource-center/managers-who-lead.cfm
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We wrote this book for health care managers and leaders in the public sector and for those 
working in civil society organizations large and small, including those that are faith-based 
and community-based. Teachers, trainers, and facilitators can use the materials in this 
book to design trainings in leadership, management, and organizational development, and 
to provide orientation materials for new managers. 

Wherever you are in the organizational hierarchy, this book is meant for you. Use the 
handbook for your own reference and learning or for training. We encourage you to also 
use this book with your team. Consider the time spent reading it as an investment in your 
career as well as in the quality of your team’s or organization’s performance. The handbook 
is a resource to help you become more aware and more disciplined about four critical ele-
ments of organizational success: leadership, management systems, change management, 
and work climate.

With this handbook, we hope to contribute to efforts to place the human element at the 
center of the health system. We contribute a language and a set of good leadership and 
management practices that anyone can master and that have been proven to strengthen 
organizational management systems. We also address your needs as someone with a stake 
in making all the parts of the health system work together for quality health services.

The elements of an effective health system include strong leadership and management; 
good governance; well-crafted plans; professional human resource management; sound 
financial management; good management of medicines and health products; monitoring 
and evaluation focused on results; and the delivery of high-quality health services.

The material is organized around those core elements into nine chapters, as follows:

Chapter 1.	 Achieving Results by Strengthening Health Systems 
Chapter 2.	 Leading and Managing: Critical Competencies for Health  

Systems Strengthening 
Chapter 3.	 Promoting Good Governance in Public and Private Health  

Organizations
Chapter 4.	 Planning the Work and Working with the Plan
Chapter 5.	 Managing Human Resources
Chapter 6.	 Managing Finances and Related Systems
Chapter 7.	 Managing Medicines and Health Products
Chapter 8.	 Managing Information: Monitoring and Evaluation
Chapter 9.	 Managing Health Service Delivery

You can consult or read the chapters from start to finish, in part, or in any order. 

How to Browse a File Using Bookmarks

Every eHandbook PDF file will open showing bookmarks on the left. To jump to a topic 
using its bookmark, click on the bookmark. Click the plus sign (+) next to a “parent” 
bookmark to expand it. Click the minus sign (-) next to a bookmark to hide its “children.”

To open or close the bookmarks, click the Bookmarks tab on the left side of the window, 
or choose View > Navigation Tabs > Bookmarks to display bookmarks. 
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Every chapter includes links to online resources so that you can learn more about these 
topics. In many cases you will find detailed instructions for steps you can take in your 
organization. Each chapter ends with the same three sections: proven practices, a glos-
sary of terms that might be unfamiliar to you and your team, and a list of references and 
resources.

To help you learn more about these topics, every chapter includes links to online 
resources, including detailed instructions for steps you can take in your organization. 
Every chapter ends with a set of proven practices that you can apply, a glossary of terms 
that might be unfamiliar to you and your team, and a list of references and resources.

Our hope is to put everything you need at your fingertips so you can easily and continu-
ously refine your knowledge of management and leadership and strengthen your skills as a 
manager who leads.

Finally, we hope to hear from you. We are interested to know about your experiences 
as you use the eHandbook. What have you found most valuable? Is there information 
that we should update? Perhaps you have found a resource on the Web that we should 
include. Are there any suggestions in the eHandbook that have not worked for you? 
There’s a feedback form on the Web that you can use. Or, you can simply drop an email 
to HSinAction@msh.org. We’ve spent decades listening to and learning from people 
working hard to improve health systems around the world. Please help us to make the 
eHandbook as useful for you as it can be.

Thank you, and best wishes as you face challenges, improve health systems, and help save 
lives in your communities.

Where to Find Health Systems in Action: An eHandbook for Leaders 
and Managers

The handbook is available for download on the Internet at www.msh.org/
resource-center/health-systems-in-action.cfm.

It is also offered on a CD-ROM, which includes several supporting documents, for those 
who are unable to access the handbook on the Internet or to download files easily. 

For information about how to order one or more copies of the CD-ROM, please go to 
Management Sciences for Health’s eBookstore or send an email requesting information 
to the MSH bookstore (bookstore@msh.org).

http://www.msh.org/resource-center/health-systems-in-action.cfm
www.surveymonkey.com/s/HealthSystemsInAction
mailto:HSinAction@msh.org
www.msh.org/resource-center/health-systems-in-action.cfm
www.msh.org/resource-center/health-systems-in-action.cfm
http://www.msh.org/resource-center/eBookstore/
mailto:bookstore%40msh.org?subject=
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chapter 1

Achieving Results by  
Strengthening Health Systems

This chapter makes the case for putting people—health 
managers, providers, and users of health services—at the 
center of health systems strengthening. When you examine  

the health system building blocks that contribute to positive health 
outcomes—leadership and governance, human resources, financial 
management, health information, supply management, and health 
service delivery—you will see that none of them can operate with-
out skilled, supported, and motivated people. These people may 
work in their neighborhoods, in health centers or hospitals, or at 
all levels of government.

This chapter introduces the Framework for People-Centered Health 
Systems Strengthening, which takes into account the connections 
between systems and the people who provide and use them. At 
the center of the framework are the management and leadership 
skills of the people who design and operate the health management 
systems needed to deliver efficient, effective, high-quality health 
services to clients and their communities.

Sylvia Vriesendorp
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Introduction

One of the biggest challenges facing health managers and health service providers is how 
to turn a demoralized or overworked and stressed staff into a proactive, motivated team 
that delivers high-quality health services every day. Weak management systems are major 
contributors to the frustration and the sense of futility that countless professionals feel 
when they are not able to make sustainable contributions to improved health outcomes. 

But any attempt to improve management systems without addressing the needs of the 
people who do the work is bound to end in disappointment, more stress, and even lower 
morale, reinforcing a vicious circle of ineffectiveness and inefficiency. Addressing this 
challenge requires attention at every level to both systems and people. 

The medical knowledge exists to reduce illness and death caused by preventable diseases. 
Applying knowledge and scaling up evidence-based practices requires strong health 
systems with skilled and motivated leader-managers who can support and motivate the 
health workforce.

Over the years the authors of this handbook have learned that improving the management 
and leadership skills of those who “make the health system happen” is one of the most 
important ways to achieve the ambitious Millennium Development Goals. Even in the 
face of poverty, illiteracy, discrimination, and conflict, stronger management systems and 
leadership practices can make vital contributions to health services and health outcomes. 

This handbook is dedicated to all staff, at any level, in any kind of organization—large or 
small, private or public—who are committed to bringing health services to all who need 
them, wherever they live. The ideas, models, and practices presented in the handbook 
have been used in Africa, Asia, Europe, and North and South America. They represent the 
best thinking of academics and the best doing of practitioners.

Turning frustration into a force for change

Health systems are complex, and trying to change them is a major challenge. Those who 
struggle with poorly functioning health systems can use their frustration as a force for 
either inaction or action. 

Everywhere in the world there are health care managers and providers who have turned 
their frustration outward through complaints or aggression against the health system, 
which they view as the source of all problems. They say, “It’s not my fault!” or “It’s not my 
problem!” At the other end of the spectrum are people who have turned the frustration 
inward and become so discouraged and disengaged that they cannot be effective. You will 
hear them say, “I just can’t do anything about it.” 

Both types of frustrated workers see themselves as victims, with no control over the 
dysfunctional systems within which they work. They exist at every level in organizations, 
including at the top.

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.un.org/millenniumgoals/
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A third response is at the root of all major transformations in society: a sense of purpose 
born of indignation about the status quo that makes one say, “I won’t settle for this any 
longer, and I’m going to do something about it.” This attitude produces a surge of energy 
that turns indignant managers and providers into change agents. It is based on the reality 
that systems are created by people and can, therefore, be transformed by people. When 
people invite others to join together and change what is unacceptable, that is true leader-
ship. This handbook is designed to help you become effective change agents and enlist 
others for the good of the whole.

Building functional health systems

The ultimate aim of a health system is to equitably maintain or restore the health of all 
the people it serves. An effective health system begins with parents who have learned 
the best ways to keep their children healthy. If a child does become sick, the mother can 
bring the child to a clinic, be seen without a long wait, and have the health problem cor-
rectly diagnosed and appropriately treated by well-trained and supervised health staff who 
have the right medicines available. If the mother is also informed about family planning 
and freely chooses an appropriate family planning method so that she will not get preg-
nant again right away, the health system is fulfilling its role: attending to people’s health 
and productivity so that they can contribute to the development and prosperity of all.

Strong Leadership and Management in Action to Improve Public 
Health—Country Examples from Afghanistan, Brazil, and Tanzania

In Afghanistan the Ministry of Public Health has reached out to more than 1,800 
health managers in 13 provinces to make them more aware of their role as leaders and 
stewards of the health system. Under a program supported by USAID, these managers 
have increased vaccination coverage and access to family planning services, resulting 
in improved child and maternal health. The most significant improvements were an 
increase of almost 70 percent in health facility births and a 28 percent increase in family 
planning consultations.

In Brazil, the Secretariat of Health of Ceará mandated that public servants participate 
in leadership training before they could apply for management positions, breaking the 
mold of automatic promotion. The improvement in health results was significant; in 
one municipality, infant mortality dropped from 26 to 11 deaths per 1,000, while the 
percentage of women receiving prenatal care increased from just over 50 percent to 80 
percent. Overall, 70 percent of the 25 municipalities that participated in the leadership 
development process reduced their infant mortality—some by as much as 50 percent.

In Tanzania, where many people in rural areas seek health care and medicines from 
retail drug shops, MSH collaborated with the Government of Tanzania to establish the 
Accredited Drug Dispensing Outlet (ADDO) program. An assessment before the project 
showed that many shops sold prescription drugs illegally and that most drug sellers 
were unqualified and untrained. To address this challenge, the government and MSH 
designed a program that combined training, accreditation, business incentives, and 
regulatory enforcement. A survey showed that only 14 percent of ADDO drug sellers 
provided the wrong treatment (antibiotics) for upper respiratory tract infections, as 
compared with a result of 39 percent in a nationwide survey.



1.  Achieving Results by Strengthening Health Systems	 1:4

www.msh.org/resource-center/health-systems-in-action.cfm	 Health Systems in Action

The World Health Organization (WHO) defines a health system as the sum of the orga-
nizations, institutions, and resources whose shared primary purpose is to improve health. 
The broad health system includes everyone responsible for good health, from the family in 
a rural village to the surgeon in a hospital in the capital city. It encompasses sanitation and 
nutrition, involves all branches of government, and operates within the public sector, civil 
society, and for-profit entities. 

Six building blocks constitute the overarching WHO health systems framework. They are: 

1.	 service delivery
2.	 health workforce
3.	 information 
4.	 medical products, vaccines, and technologies 
5.	 financing
6.	 leadership and governance (stewardship)

If all six components function effectively and deliver their intended results, the assump-
tion is that the entire health system—which includes the health care organization or 
program—is strong.

Together, these building blocks are the foundation for health systems that support access 
to high-quality health services, leading to positive health outcomes for clients and com-
munities—especially those who are most vulnerable and underserved. This handbook 
describes the six building blocks and shows how to strengthen them so they are aligned to 
achieve positive health outcomes. The six building blocks are:

1.	 leadership and governance procedures and practices—including planning—
that engender commitment and accountability (Chapters 2, 3, and 4);

2.	 human resource policies and procedures that produce a supported and 
motivated workforce (Chapter 5); 

3.	 financial management, which is concerned with accounting and budgeting, 
along with the related reporting and analysis that make it possible to ensure 
that the organization’s resources are used in the service of its mission, for maxi-
mum impact, in compliance with laws and donor requirements, and in accor-
dance with ethical standards and sound operational practices (Chapter 6);

4.	 management of medicines and medical supplies so that the right prod-
ucts are delivered in the right quantities, at the right time, and in the right 
place—and then used appropriately (Chapter 7); 

5.	 health information and associated monitoring and evaluation practices that 
facilitate effective problem solving, informed decision-making, and the for-
mulation of policy based on evidence (Chapter 8);

6.	 health service delivery that is supported by quality management processes 
and that addresses the basic health needs of the populations to be served 
(Chapter 9).

In these chapters, you will take a closer look at these building blocks and the management 
systems that put them into action. You will consider how well your organization is doing 
in creating functional systems that enable you, your colleagues, and your communities to 
provide high-quality health services to all the people you serve.

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.who.int/features/qa/28/en/index.html
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As you start to immerse yourself in these areas, you will discover the central element, 
people: those who lead, manage, and use the systems. On one side are the nurses, doctors, 
community health workers, laboratory technicians, pharmacists, midwives, and health 
facility administrators who lead and govern; manage human resources, financial resources, 
supplies, and information; and deliver health services. On the other side are the people in 
the cities, towns, and rural areas who need information and community support to engage 
in health-seeking behaviors. 

The goal of providing quality health care cannot be achieved without the powerful interac-
tion of these two groups of people. Health systems strengthening is an empty exercise if 
we forget the people at the center of it all. 

Therefore, this handbook keeps a spotlight on the human element that defines “people-
centered” health systems. It explores the competencies needed to lead and manage so that 
those who deliver health services to families and communities will feel motivated, confi-
dent, fully supported, and successful in their jobs.

You may think that strong health systems require a large staff and sophisticated equip-
ment—especially computers. In small and fledgling civil society organizations with few, 
if any, paid staff and without computers, the notion of systems strengthening may at first 
seem irrelevant. But a system does not necessarily need to be computerized. Small orga-
nizations can often do their work manually until they become large enough to need more 
automated processes. Until such time, systems strengthening simply means that people 
become aware of the connections between the actions of the various workers. They realize 
that a set of activities poorly performed will affect other activities and, conversely, that 
the good performance of a set of activities raises the level of other activities as well. At the 
most basic level, then, the work of systems strengthening begins with people simply talk-
ing to one another and aligning themselves toward a common goal.

A framework for people-centered health  
systems strengthening

Our first challenge is to clarify our language. The word “system” can be defined as a set of 
interacting or interdependent entities that form an integrated whole. Within this broad 
definition, “system” can refer both to the entire national health system and to the various 
management systems that help organize and monitor the use of resources. This duality can 
create confusion when we talk about health systems strengthening. 

In this handbook, we use the word “system” to refer to the entire health system. “Man-
agement systems” refers to the various components of the overall health system, such as 
the financial management system, the management information system, or the human 
resources management system. And the word “subsystems” refers to the smaller systems 
that are nested within each management system and contribute to its effectiveness. 

Using WHO’s building blocks as inspiration, Management Sciences for Health has adapted 
the WHO framework to create the Framework for People-Centered Health Systems 
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Strengthening shown in Figure 1. This figure illustrates a systematic pathway to better 
health outcomes with the capacity to lead and manage at the center of the framework. The 
six key health system building blocks in the outer circle are needed to support the effective 
use of resources and improve performance in service delivery. They are the focus of the 
interaction among critical stakeholders: government, health care providers, clients, and 
communities. All the parts of this model must work together to support the stakeholders 
and achieve the results: increased access and use of services and, ultimately, better health 
outcomes.

It is so obvious that people run a health system, whether in the public, nonprofit, or for-
profit sectors, we sometimes overlook this critical fact. Much attention is devoted to the 
process aspect of systems. Often ignored are those who develop or improve processes 
and procedures to foster the smooth flow of information, money, medicines, and people 
within the overall health system. The Framework for People-Centered Health Systems 
Strengthening attempts to remedy this imbalance. It provides a way to think about this 
critical component of system performance and, ultimately, of improved health outcomes.

Who are the people in the “people-centered” framework? Box 1 shows them as those who 
develop the systems, use the systems to do their work, and benefit from strong systems.

As the manager of a health program or health services, you can help strengthen health 
systems by applying this systematic pathway to your work. It is critical to focus on the 
people who need the skills and support to integrate and use the six building blocks and 
management systems to deliver high-quality health care.

Your professional role might be specialized. You might focus on gathering information, 
combining it with information from others, and using it to make sure there is an uninter-
rupted supply of medicines, vaccines, and contraceptives. If you work at headquarters, 

FIGURE 1.  Framework for People-Centered Health Systems Strengthening
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your attention may be on filling staff positions with competent individuals. Maybe your 
role includes patient care as well as management. 

Whatever role you play, you are both a contributor to and a beneficiary of your organi-
zation’s and community’s role in your country’s health systems. Stronger systems will 
improve the quality of services, which will, in turn, encourage clients, families, and com-
munities to use those services and to adopt sound preventive health practices. The result 
will be prevention, treatment, and care that lead to a reduction of disease and malnutri-
tion, and improved maternal and reproductive health.

Designing management systems with people in mind

Interventions intended to strengthen management systems often do not work because of 
incomplete information: the people who manage the systems were not fully included in 
the design process. 

Chapter 2 of this handbook discusses scanning as a leadership practice that involves gath-
ering information about the current status of your environment, your organization, your 
work team, and yourself. You can design better systems by asking questions about the 
people who will use those systems.

■■ Who are the health managers (administrators, doctors, nurses) who need a 
better management system?

■■ Who will be affected by the proposed changes? Do they think the new or 
improved management system will make their work easier and more effec-
tive, and in what ways?

■■ What roles do these health managers and other stakeholders and their teams 
play in leading and managing the work related to the management system in 
question?

■■ Are they themselves aware of a gap in the performance of their facility or 
organization?

■■ What challenges are the people who use the management systems facing?
■■ What skills, mindset, and abilities do they need to succeed? 
■■ How can their needs be met in ways they can maintain over time? 

BOX 1. T he People at the Center of Health Systems 

Health managers and administrators who have the knowledge, skills, responsibility, 
and authority to build and maintain the management systems needed to deliver health 
services;

Personnel at all levels, including health care providers and administrators, who use the 
management systems to address challenges and achieve results;

Communities and families that are educated and empowered to promote their own 
health and demand quality services;

Clients who have adequate information to use health services appropriately and are not 
impeded by poor quality, high fees, gender disparities, or other forms of discrimination.
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■■ What preparation (pre-service) or training (in-service) is available and how 
accessible is it?

Answers to these questions will be invaluable to you in designing and carrying out man-
agement systems–strengthening work. Your job is to make sure that the human element is 
not left to chance.

Interventions to build stronger health systems

Although everyone recognizes that improving health systems is an important aspect of 
making health services more responsive and more effective, people do not always agree 
about which interventions will produce these results. As you make changes, you may want 
to do so in ways that bring people together rather than pull them apart, but it may be 
unclear how to achieve this secondary goal. 

You can begin by recognizing that, at any level, all management systems have a few 
characteristics in common, some of which can undermine health systems strengthening 
if you do not understand and counterbalance them. Management systems convert the 
materials and resources needed to carry out an implementation plan (“inputs,” such as 
money, equipment, staff time, and expertise) into activities (“outputs,” such as training 
programs, information, or behavior change communications). Systems often embody 
specialized knowledge and expertise that make it easy to (mistakenly) draw a boundary 
around each one.

Experts have a tendency to consider “their” management system not only as capable of 
standing alone but also as central to health systems–strengthening work, thereby frag-
menting the larger health system. In addition, some people approach systems strength-
ening as a repair job. But the notion of “fixing” the health system suggests something 
mechanical, as if strengthening were a matter of replacing broken pieces or reconnecting 
pipes. The assumption is that if you can “fix” a particular management system, such as the 
health information or human resource management system, the overall health system will 
perform better.

In countries all over the world, this assumption has turned out to be incorrect. A “fix” 
may resolve a particular problem, but if the underlying issues remain, new problems are 
likely to arise. Strengthening health systems takes time and careful thought. It brings into 
play all the management and leadership practices you will learn about in Chapter 2 of this 
handbook.

www.msh.org/resource-center/health-systems-in-action.cfm
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The role of management systems in  
health systems strengthening

In well-developed management systems, routine transactions are systematic, replicable, 
consistent, and complete. Critical information is well documented, so that the system does 
not rely on the knowledge of individuals, who can come and go. Effective management 
systems are continuously maintained, updated, and improved to serve changing organiza-
tional needs and resources.

management systems are run by people— 
and people act in a context
Health care managers and providers in facilities, ministries, and nongovernmental and 
civil society organizations have to operate and sustain management systems and service 
delivery after the technical experts leave. As a health manager in Nicaragua said some 
years ago, “Now we have put in the systems, but we have no one to run them.” Kenya’s 
Ministry of Health, in its National Health Sector Strategic Plan II 2005–10, reached the 
same conclusion: “People make service delivery and support systems happen.” The report 
also noted that “effective leaders and managers in health are the foundation for the success 
of Vision 2030.”

Cultural or organizational factors, if not addressed, can undermine the ability of people to 
use a system successfully. For example, the design of a nationwide training curriculum for 
community health workers might require a literacy level above what exists in many rural 
areas. If the curriculum developers fail to scan the environment and gather information 
on the potential trainees, a much-needed human resource improvement could fail. With 
better information, the developers would know to create a parallel curriculum for workers 
with limited ability to read and write.

management systems are connected
As these examples illustrate, the health system relies on overlapping and interconnected 
management systems and subsystems. Changes in one system can trigger changes in 
another system—changes that might go undetected until they cause trouble. For example, 
moving an organization’s financial management system onto computers might mean 
that financial reports take less time to prepare and, therefore, might lead to new respon-
sibilities for staff or perhaps a reduction in accounting staff. In this instance, the human 
resource management system needs to be involved to support the changes in the financial 
management system.

As described in Chapter 9 of this handbook, the service delivery point is where a country’s 
health system meets its beneficiaries—where clients and providers interact. Every ser-
vice delivery point—whether a community-based health post or a tertiary hospital in the 
capital city—has its own systems, which can range from sophisticated databases to simple 
paper-and-pencil checklists. In a well-functioning health system, the various management 
systems and subsystems are connected and integrated so as to provide the best possible 
health services to all the intended beneficiaries of those services.
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This interdependence of higher- and lower-level systems has real consequences for fulfill-
ing the purpose of the overall health system. If a functional system is changed or divided, 
or parts of it are removed, it will not simply become smaller or less complex. It is more 
likely to become defective and fail to perform (Colindres 2007, p. 39). This is the risk of 
working on one component of the health system without awareness of or concern for the 
larger context in which services are provided.

For a while, this might seem sensible, because delivery of services can move faster. But 
in the long run, such uneven development will benefit some management systems to the 
detriment of others and foster imbalances and inequities that can disturb the functioning 
of the entire health system.

Proven practices

■■ Recognizing that no system can operate without skilled and motivated staff, 
you should always put people first when designing, modifying, or improv-
ing a health management system. Recognize, support, and reward the staff 
members who take on the management and leadership roles that make the 
health system work every day, at every level.

■■ Rather than depending on outside experts to “fix” things, arrange for man-
agers and providers to work side-by-side as partners with technical experts. 
This will build the ability and confidence of the people who will operate and 
sustain management systems and deliver services when the experts are gone. 

■■ Keep management systems as practical as possible: overly complicated manage-
ment systems usually cannot be sustained when external support is withdrawn.

■■ Use the Framework for People-Centered Health Systems Strengthening to 
help your staff  understand how each management system strengthens and 
supports others and how all the systems work together to allow your organi-
zation to fulfill its mission. 

Glossary of health systems terms

fully functional health system: A point at which the various management systems and 
subsystems are connected and integrated so as to provide the best possible health ser-
vices to all the intended beneficiaries of those services. 

health system: The expertise, structure, and organization that make possible the delivery 
of health services nationwide, comprising leadership and governance; human resources 
for health; financial management; health information; management of medicines; and 
health service delivery.

management systems: The various components of the overall health system that man-
agers use to plan, organize, and keep track of resources.

www.msh.org/resource-center/health-systems-in-action.cfm
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service delivery point: The physical location (for example, health center or hospital) or 
other place of interaction (for example, the Internet or printed materials) where health 
care providers and clients interact and the benefits of a service are made accessible and 
usable.

subsystems: The smaller systems that are nested within each management system and 
contribute to its effectiveness.
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chapter 2

Leading and Managing:  
Critical Competencies for  
Health Systems Strengthening

People-centered health systems cannot be strengthened 
without good management and leadership. This chapter 
shows how you, as a manager of a health program or health 

services, can apply proven practices for managing and leading to 
address the challenges you face. 

Leadership and management skills are needed at all levels of the 
health system. This chapter throws light on the topic by focusing 
on behaviors that managers and providers can use in any setting, 
whether in a community health post or the national Ministry of 
Health. We discuss the special case of the leadership of senior 
health managers because “derailment” or disruptions at this level 
can have enormous consequences. Finally, we present a simple 
action-learning approach to applying sound management and lead-
ership practices and working through challenges.

Sylvia Vriesendorp
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Introduction

Millions of people still die every year from infectious diseases and other preventable 
causes, no matter how much money we put into improving health services, health sys-
tems, educational campaigns, health worker training, equipment, and facilities. Medically, 
we know what to do to save these lives and significantly reduce illness. Scaling up these 
high-impact interventions and proven best practices is the key to preventing avoidable 
deaths and achieving major improvements in health. Scale-up is also essential to get on 
track to meet the Millennium Development Goals for health. However, scale-up does not 
happen without inspired leadership and skilled management.

However, you do not have to be like Mother Teresa, Mohandas Gandhi, Nelson Mandela, 
or the Guatemalan Nobel Peace Prize winner Rigoberta Menchú to make a difference in 
the lives of others. Unlike each of these heroes, you do not have to make enormous per-
sonal sacrifices. You can be like the many health care managers and providers who have 
quietly—and without great personal sacrifice—made critical changes in their organiza-
tions that brought good services and good health to their clients. We believe that you can 
join these people by becoming a manager who leads. 

Wherever you are in your organization’s hierarchy, this handbook is meant for you. Con-
sider the time you take to read it as an investment in not only your own career but also 
the performance of your immediate team and your entire organization. It is a resource to 
help you become more aware of and disciplined about applying three critical elements of 
organizational success:

1.	 the intentional practices of managing and leading
2.	 the establishment of a positive work climate
3.	 the thoughtful application of the principles of change management

These three elements have relevance to the management systems described in this hand-
book. They standardize and organize processes for a variety of organizational tasks, such 
as working with a board of directors; making long- and short-term plans; hiring, firing 
and promoting staff; accounting for expenditures and results; ordering medicines; and 
measuring the results of your work. 

learning to manage and lead
You already know much of what you need to know about management and leadership. 
If you use what you know more consciously, systematically, and intentionally, you can 
become what we call “a manager who leads.” This handbook will complement what you 
already know with what you would like to learn.

The aim is for you to manage and lead better so that your team, unit, or organization 
can fully use and continuously develop its potential to transform human and financial 
resources and other inputs into improved services and, ultimately, improved health out-
comes for your clients. 

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.un.org/millenniumgoals/
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improving the work climate
“Work climate” is a term for the prevailing atmosphere as employees experience it: what it 
feels like to work in a group. Experience in varied settings has shown that many positive 
changes emerge when the climate improves. People become more caring and compas-
sionate and less impatient with one another, and their commitment and energy increase. 
People pay more attention to the quality of their work, and they do what needs to be done, 
even if it is not in their job description or requires long hours. 

If you are interested in finding out more about work climate, including how to measure it 
and how to discuss the topic in your team or organization, see the Work Climate Assess-
ment Tool and Managers Who Lead (MSH 2005, Toolkit, pp. 248–49).

applying the principles of change management
If you keep your eyes and ears open, you can often detect when a change is needed before 
a crisis occurs. Changes in the external environment might signal a need to adjust the way 
something is done in your organization or your team. For example, systems might need 
to be updated or adapted, staff might need to modify their roles, or you might need to 
measure different aspects of your work. Certain skills might become outdated or no longer 
relevant, and staff might need to learn new ones.

Change can be difficult to manage. You will sometimes have to change not only systems 
but also your own behavior, and then model that change for those at lower levels. You can 
read more about a leader’s role in bringing about change in Managers Who Lead.

When managers lead: A path to results

The servant-leader is servant first. It begins with the natural feeling that  
one wants to serve. Then conscious choice brings one to aspire to lead. The 
best test is: do those served grow as persons; do they, while being served, 
become healthier, wiser, freer, more autonomous, more likely themselves to 
become servants?

Robert K. Greenleaf 
The Power of Servant Leadership

If you have recently risen to a mid-level or senior management position, you probably have 
many questions about your new managerial and leadership responsibilities, but few people 
to ask for help. After all, you were promoted because you were good at your job. Admit-
ting that you do not know exactly how to do something can be embarrassing, or awkward 
at best, especially if you have to ask a member of your team who is younger or less experi-
enced than you. 

http://erc.msh.org/toolkit/Tool.cfm?lang=1&TID=205&CID=11
http://erc.msh.org/toolkit/Tool.cfm?lang=1&TID=205&CID=11
www.msh.org/resource-center/managers-who-lead.cfm
http://www.msh.org/resource-center/managers-who-lead.cfm
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Some of the questions we hear from people who have been promoted into positions where 
their technical and clinical skills are less important than their management and leadership 
skills are:

■■ How can I support—rather than control—my staff to help them “own” and 
face challenges, and learn their way through them? 

■■ How can I inspire passive or demotivated staff members and encourage 
them to take initiative and act responsibly, even though we lack resources 
and work under very difficult conditions?

■■ How can I reduce arbitrary decision-making, guesswork, and last-minute 
crises that use up enormous amounts of resources and create stress?

■■ How do I streamline and systematize the flow of information to reduce 
waste or improper use of resources?

■■ How do I get my people to use existing systems more fully?

Questions like these led us to write this handbook. We hope it will help you find answers 
and practical information you cannot find anywhere else. We also hope you will acquire 
strategies to develop your management and leadership skills so that you can be proud of 
the results you and your team produce. Most of all, we hope you will gain confidence that 
you are positively contributing to improving the work climate and, ultimately, the health 
of the people you serve.

From better leadership and management  
to improved health outcomes

Drawing on many years of close observation of effective public health leaders, Manage-
ment Sciences for Health (MSH) and its partners in the field have distilled eight critical 
practices that describe the behavior of managers who lead. These practices are: scanning, 
focusing, aligning and mobilizing, inspiring, planning, organizing, implementing, 
and monitoring and evaluation. 

Figure 1 shows how these practices contribute to improved services and health outcomes 
(MSH 2005, p. 8).

Health professionals at different levels of the health system and with varied managerial 
backgrounds and responsibilities have found that an understanding of these terms helps 
them to lead and manage more effectively. Whether experienced or recently promoted 
into positions of authority, managers find that when they begin to use this language and 
implement these practices in their workplaces, they start to see changes. 

They improve their work climates, are better able to use the data that organizational man-
agement systems provide, and become more proactive in responding to changes around 
them that require them to modify their usual ways of operating. Most important, they 
begin to take ownership of challenges rather than waiting for their superiors to find solu-
tions for them. All these changes result in improved service delivery.

www.msh.org/resource-center/health-systems-in-action.cfm
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The Leading and Managing for Results Model serves as a road map to guide you, your 
team, and your organization to improved services and better health outcomes. By follow-
ing it, you can transform discouraged, passive employees into active managers who lead. 
And once you start, one change will lead to another; you will see improvements in team 
spirit, customer service, quality, and even the physical environment in which people work. 

Creating these transformations is an act of leadership that will transfer power to your 
team. Its members will learn by doing and become more systematic in the way they them-
selves manage and lead.

the challenge
Many of the performance problems in the health system—for example, a broken supply 
chain, rising infections in hospitals, or low staff morale—are related to weak or absent 
management and leadership skills. Doctors or nurses in charge of facilities or units 
might not be skilled enough at tasks such as dealing with staff complaints, advocating for 
resources, or developing a good plan. The absence of these and many other leadership and 
management skills may not be seen as a problem—until it leads to a crisis that requires 
immediate attention, extra resources, and setting aside other, less urgent (at the moment) 
activities that could prevent future crises. Every crisis sets in motion a chain reaction.

In a recent survey in Kenya, several health professionals commented on their lack of prep-
aration to manage. We heard comments such as, “I am prepared to solve patients’ prob-
lems. Solving staff problems though, is a different thing,” or, “What we know now about 
management we have learned on the job. I am expected to do technical work, but now I 
have drifted off to public health work and I have to do management work.” A senior man-
ager in Afghanistan confided that she was well prepared for her clinical duties but entirely 
unprepared for dealing with the politics and dynamics of change or with the reluctance of 
male staff to follow the direction of a woman.

FIGURE 1. L eading and Managing for Results Model 

improved
capacity to
respond to

change

improved
work

climate

improved
management

systems

Results

improved
services

improved
health

outcomes

managingleading

scan

focus

align/
mobilize

inspire
monitor and
evaluate

implement

organize

plan

Leading and managing practices

When applied consistently, good leading and managing practices strengthen organizational capacity 
and result in higher-quality services and sustained improvements in health.

How do management and leadership contribute to improved service delivery?
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The responsibilities of leading and managing a unit, health facility, department, organi-
zation, or entire ministry require skills that can be learned and practiced. You can learn 
how to supervise better, communicate with stakeholder groups, or manage a productive 
meeting. You can also learn how to plan, monitor, and evaluate without having to obtain 
an academic degree in these subjects.

Unfortunately, management and leadership skills are rarely included in the education of 
health care professionals. The intensity of many academic programs leaves little time for 
topics that are not considered to be of immediate relevance to aspiring doctors and nurses. 
Even hospital administrators have told us that their preparation for managerial and lead-
ership roles was too theoretical to be of much use in real life. It seems that the majority of 
health care professionals enter the workplace unprepared for what awaits them.

Developing managers who lead

managing and leading: what’s the difference?
Managing and leading go together, each working toward a common goal but contribut-
ing in ways that the other does not. Because the two functions are complementary, the 
concept of “managers who lead” has gained acceptance as a holistic approach to running a 
health care program, organization, or facility.

When either function is absent, the results will be mediocre or even entirely unsatisfac-
tory. To look more closely at the challenge of better preparing health care professionals to 
manage and lead, we must distinguish the two functions.

We define “managing” as planning and using resources efficiently to produce 
intended results. Managing is focused on making sure present operations are going well. 
This includes making sure that our most precious resource—the energy of people to give 
their best to the job at hand—is not wasted on unnecessary or demotivating activities, lost 
because of unfair practices, or squandered while attempting to solve problems that could 
have been prevented. 

We define “leading” as mobilizing others to envision and realize a better future. 
Leading is about the future. It is involved in the creation of work that generates new 
energy or reactivates untapped skills that have lain dormant because there was nothing to 
which they could be applied. 

As a manager who leads, you enable yourself and others to set direction, face challenges, 
and achieve intended results. Producing results is what sets a manager who leads apart 
from people who are officially a manager or leader but are ineffective when it comes to 
improving the health of the people they are supposed to serve.

Leading without managing. If you lead without managing, although you might be able 
to create a surge of energy about a future vision, you are unlikely to be able to organize 
and implement to make things happen. This is similar to being in charge of a space pro-
gram and looking wistfully at the moon without making coherent plans, organizing the 

www.msh.org/resource-center/health-systems-in-action.cfm


2.  Leading and Managing: Critical Competencies for Health Systems Strengthening	 2:7

© 2010 management sciences for health	 Health Systems in Action

needed training and equipment for the astronauts, and tracking progress toward the moon 
shot. Strong management skills will decrease the amount of energy you and your team 
waste when procedures and processes are overly complex, not clearly related to desired 
results, and unfair. Your ability to manage will enable you and your team to move effi-
ciently toward a desired future. 

Managing without leading. This is like being a mouse on a treadmill—you may engage 
in a lot of activity and expend a great deal of energy, but it will get you nowhere. Concen-
trating only on managing, you lose track of the vision, the changing environment, and the 
need to prepare for the future. If you lead well, you will increase the energy and commit-
ment of your team and gain the support of the stakeholders who are so critical to success.

principles of developing managers who lead
The more an organization recognizes the importance of the management and leadership 
skills of its staff, the better it will function. Worldwide observation of the practices of man-
agers who enable themselves and others to face challenges and produce results have led to 
a few simple principles for developing managers who lead. 

Focus on health outcomes. Good health management and leadership result in measur-
able improvements in health services and outcomes. Only if you focus on real organiza-
tional challenges and commit publicly to producing measurable results (thus making your-
self accountable) will your improved management and leadership skills make a difference.

Practice leadership and good management at all levels. Your leadership and manage-
ment skills matter to your team and to those who benefit from your team’s improved per-
formance, no matter where or at what level you work. Your skills are relevant whether you 
are a community health worker or director general, a supervisor or the dean of a medical 
school.

You can learn to lead and manage better. Three processes can help you learn and 
improve your leadership and management practices: challenge, feedback, and support. If 
any one of these is left out, you are unlikely to learn and grow in your role as a manager 
who leads.

Learning to lead and manage takes time and practice. Leading and managing com-
prise skills, knowledge, and attitudes that you learn through much practice. The earlier 
you become aware of what it takes to manage and lead, the better. 

Sustain progress through management systems. Health gains can be sustained only 
by making sure that leadership and management practices are used in all health services 
and supported by organizational systems and processes for managing governance, plan-
ning, human resources, finances, medicines and other health products, and information.
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FIGURE 2. L eading and Managing Framework

Leading Managing

scanning

focusing

aligning/mobilizing

inspiring

■ identify client and stakeholder needs and priorities

■ recognize trends, opportunities, and risks that affect 
the organization

■ look for best practices

■ identify staff capacities and constraints

■ know yourself, your staff, and your organization— 
values, strengths, and weaknesses

o r g a n i z a t i o n a l  o u t c o m e
Managers have up-to-date, valid knowledge of their 
clients, and the organization and its context; they know 
how their behavior affects others.

■ articulate the organization’s mission and strategy

■ identify critical challenges

■ link goals with the overall organizational strategy

■ determine key priorities for action

■ create a common picture of desired results

o r g a n i z a t i o n a l  o u t c o m e
The organization’s work is directed by a well-defined 
mission and strategy, and priorities are clear.

■ ensure congruence of values, mission, strategy, 
structure, systems, and daily actions

■ facilitate teamwork

■ unite key stakeholders around an inspiring vision

■ link goals with rewards and recognition

■ enlist stakeholders to commit resources

o r g a n i z a t i o n a l  o u t c o m e
Internal and external stakeholders understand and 
support the organization’s goals and have mobilized 
resources to reach these goals.

■ match deeds to words

■ demonstrate honesty in interactions

■ show trust and confidence in staff, acknowledge the 
contributions of others

■ provide staff with challenges, feedback, and support

■ be a model of creativity, innovation, and learning

o r g a n i z a t i o n a l  o u t c o m e
The organization’s climate is one of continuous learning, 
and staff show commitment, even when setbacks occur.

planning

organizing

implementing

monitoring and evaluating

■ set short-term organizational goals and performance 
objectives

■ develop multiyear and annual plans

■ allocate adequate resources (money, people, and 
materials)

■ anticipate and reduce risks

o r g a n i z a t i o n a l  o u t c o m e
The organization has defined results, assigned 
resources, and developed an operational plan.

■ develop a structure that provides accountability and 
delineates authority

■ ensure that systems for human resource 
management, finance, logistics, quality assurance, 
operations, information, and marketing effectively 
support the plan

■ strengthen work processes to implement the plan

■ align staff capacities with planned activities

o r g a n i z a t i o n a l  o u t c o m e
The organization has functional structures, systems, and 
processes for efficient operations; staff are organized 
and aware of job responsibilities and expectations.

■ integrate systems and coordinate work flow

■ balance competing demands

■ routinely use data for decision-making

■ coordinate activities with other programs and sectors

■ adjust plans and resources as circumstances change

o r g a n i z a t i o n a l  o u t c o m e
Activities are carried out efficiently, effectively, and 
responsively.

■ monitor and reflect on progress against plans

■ provide feedback

■ identify needed changes

■ improve work processes, procedures, and tools

o r g a n i z a t i o n a l  o u t c o m e
The organization continuously updates information 
about the status of achievements and results, and 
applies ongoing learning and knowledge.

www.msh.org/resource-center/health-systems-in-action.cfm
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Putting management and leadership into action

You can actively improve how you lead and manage. Leading and managing are behav-
iors—which can be changed—rather than personality characteristics—which generally 
cannot be changed. Practices that enable work groups and organizations to face challenges 
and achieve results are shown in Figure 2.

A discussion of each leading and managing practice follows. Although you may study 
them separately, they are all needed to manage and lead well. 

the practices of leading 
We have defined leading as the set of practices you use to mobilize yourself and others to 
envision and realize a better future. The practices of leading are scanning, focusing, align-
ing/mobilizing, and inspiring.

Scanning. Managers who lead encourage their teams to scan their environments, orga-
nizations, teams, and themselves. Scanning includes looking for feedback from clients, 
colleagues, supervisors, communities, and the system to stay informed about changes or 
developments that may require adjustments to strategies and plans.

A manager who asks for feedback from clients or community members is scanning. So is 
the health administrator who reads an evaluation report or a new government directive 
about national or provincial priorities. A community health worker who asks commu-
nity leaders about the most common illnesses in the village is also scanning. A nurse who 
learns about new counseling techniques or inquires about the latest treatment protocols is 
scanning.

Scanning involves getting information so you can act on it no matter where you are in the 
large health care delivery system. A critical skill for scanning is listening to others, includ-
ing those whose voices are usually not heard because they have little power.

Focusing. Managers who lead focus their limited time, energy, and resources on the 
people and things that are most important. How do you know what is most important and 
how to set priorities? You use what you have learned from scanning.

Managing your time is focusing, because time is a scarce resource. So also are your energy, 
your funds, and your workforce, which is nearly always insufficient for the tasks that need 
to be done. 

As a manager who leads, if you are to achieve your objectives, you have to make sure that 
attention goes first to those people and those matters that require attention. This means 
understanding the root causes of frequent stock-outs of medicines and taking action so 
that stock-outs become a thing of the past. It means addressing staff morale issues when 
they interfere with productivity and quality, focusing on making the changes that turn 
things around.
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Focus requires a clear understanding of what is important, and making sure it does not get 
crowded out by what is urgent, but not important. (See the Important and Urgent Matrix 
in the Managers Who Lead Toolkit, on page 215.) You will probably always have more 
work than can be accomplished. Develop the crucial ability to decide what not to do.

Aligning and mobilizing. A manager who leads aligns and mobilizes others to achieve 
objectives. This means seeking out other groups or people whose objectives are in line 
with yours and getting them to work shoulder to shoulder with you. You may also have to 
reach out to people who do not completely share your objectives, but whose support is so 
critical that you cannot progress without them. You may also have to deal with individuals 
or groups that are sabotaging or undermining your work. 

However, your leadership can make others want to move forward with you, which is what 
we mean by mobilizing—participating in a campaign, talking with people who are af-
fected by your work, and convincing them that their support will produce good outcomes 
for them as well as for their stakeholders. 

Advocating for a service or a behavior that you want from others is a way of aligning and 
mobilizing. The essential skill needed for this practice is being able to connect and work 
with others toward a common vision, crossing boundaries of gender, professional status, 
language, cultural background, or politics.

Inspiring. “Inspiring” literally means “breathing life into” something. We can be inspired 
by people who believe in what they do, care about a cause, and know that others care, too. 
They are people whose example moves us to follow in their footsteps. Those who inspire 
us may be heroes or family members, friends, colleagues, teachers, politicians, or religious 
figures.

You do not have to be famous or a great public speaker to inspire others. Supervisors, for 
example, can inspire staff when they:

■■ look out for the interests of their supervisees;
■■ encourage them to be the best they can be;
■■ create an environment where employees can use their ingenuity;
■■ acknowledge efforts and successes or small acts of commitment and caring;
■■ take the time to turn failure into success.

People who inspire can tap into the vast reservoir of energy that is unused when people 
are demoralized, discouraged, or feel unacknowledged. Sometimes the simple act of say-
ing thank you for work well done brings goodwill and energy.

Using the leading practices. When you become more conscious of these leading prac-
tices, you will begin to be more systematic in how you approach challenges. You might ask 
yourself and your team, “Have we scanned enough?,” “Are we focused enough?,” “Have we 
aligned and mobilized the right people?,” and “Are we inspiring our teams?” 

When you do this, you will find that your team members become more confident about 
leading their own supervisees and co-workers to take on challenges and produce results. It 
is a matter of practice and coaching, of learning and being coached: sometimes you follow 
and sometimes you lead.

www.msh.org/resource-center/health-systems-in-action.cfm
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These practices do not require learning a whole new set of behaviors. Most people already 
know how to scan, focus, align and mobilize, and inspire—although they tend not to 
do those things consciously, systematically, or intentionally. Using a common language 
allows you to build on what you and your team members already know and to remind one 
another to keep doing it.

the practices of managing
Our definition of “managing” means planning and using resources efficiently to produce 
intended results. Given that organizational needs always exceed the resources that exist to 
satisfy these needs, no organization can succeed in this world without good management. 
“Whether we realize this or not,” writes Joan Magretta (2002, p. 3), “every one of us stakes 
our well-being on the performance of management.”

Managing well requires the conscious and systematic use of four practices: planning, orga-
nizing, implementing, and monitoring and evaluating. Most of us are familiar with these 
practices, which have been recognized in the for-profit sector for decades. As with leader-
ship practices, we are building on what many people already know. 

Planning. Managers who lead plan. The practice of planning requires you to think 
through the logical sequencing of activities and resources needed to achieve stated objec-
tives. Without plans, your work environment will be chaotic and performance will be 
haphazard. All organizations and institutions require some form of planning to guide 
their efforts for both the long and short terms. They also need to match their plans with 
budgets, to be sure that they have the financial resources to carry out their activities.

Planning is a way to counter insecurity and ambiguity. It also indicates how separate 
pieces of work by units or individuals eventually lead to desired results. For a more com-
plete description of planning skills and practices, see Chapter 4 of this handbook. 

Organizing. Managers who lead must also organize work. The practice of organizing 
ensures that resources are available at the right time, in the right place, and in the right 
quantities to get the work done. The practice is tied closely to planning but goes beyond it 
because it enables you to deal with the unexpected, which can ruin even the best-laid plans. 

Organizing is also making sure that you have in place the systems, procedures, and pro-
cesses that make it possible to for staff to execute assigned tasks. When you see to it that 
each vaccinator has a functioning cold box, a full supply of vaccines, and vehicles ready 
on the first day of an immunization campaign, you are organizing. An organized work-
place means that people can find what they are looking for, whether it is medical supplies, 
timesheets, pens and paper, or permission to fill their cars with gasoline.

Implementing. In the end, if you do not implement the activities presented in plans, you 
have wasted the effort spent producing them. There are many reasons why things do not 
happen or plans are not implemented, but few of them are valid excuses. If staff have no 
time to do the work or other resources are not there, either the planning or the organizing 
has gone awry. If the activities are not implementable or not acceptable, the scanning and 
focusing have not been done well. 



2.  Leading and Managing: Critical Competencies for Health Systems Strengthening	 2:12

www.msh.org/resource-center/health-systems-in-action.cfm	 Health Systems in Action

Implementing requires decision-making, problem solving, coordination, negotiation, and 
communication—all skills that can be taught or improved through practice.

Monitoring and evaluating. Managers who lead monitor and evaluate how well their 
programs are doing. They set up feedback loops between the work and the results of the 
work, and between the worker and his or her observed performance. Monitoring and 
evaluation are needed to make sure that activities are progressing as planned and that 
intended results are achieved. This practice enables you to alter plans if they are not work-
ing and to learn lessons for future improvements. For a full discussion of monitoring and 
evaluation in the context of information management, see Chapter 8 of this handbook. 

integrating the practices of leading and managing
Although we have listed and discussed the practices of leading and managing sequentially, 
they actually repeat in a cycle, as shown in Figure 3.

The practices also overlap, meaning that each practice has other practices implicit in it. For 
example, you cannot scan, align, and mobilize without focusing; and you cannot focus, 
align and mobilize, or inspire without scanning. This is equally true for the management 
practices; planning and organizing are empty shells if you do not implement the plans. 

Inspiring is often implicit in successful aligning and mobilizing and requires some degree 
of focusing and scanning. The same is true for monitoring and evaluation, which depends 
on the other three practices of good management. 

And finally, Figure 3 shows how the managing and leading practices are intertwined. You 
articulate a particular challenge, such as reaching more couples with family planning ser-
vices, by engaging in scanning, focusing, and planning. You produce results by aligning, 
mobilizing, organizing, and implementing. The energy to do the work is partially fueled 

FIGURE 3.  Integrated Leading & Managing Process

Align/
mobilize

Implement

OrganizeFocus

Scan

Plan

Inspiring

Monitoring and 
evaluating

Face
challenges

Achieve
results

www.msh.org/resource-center/health-systems-in-action.cfm


2.  Leading and Managing: Critical Competencies for Health Systems Strengthening	 2:13

© 2010 management sciences for health	 Health Systems in Action

by inspiring people and appealing to their sense of purpose and values. Lessons learned 
about effectiveness and performance are cycled back into new plans through monitoring 
and evaluation.

Leading and managing at the top

Leadership at the top levels of an organization is different from leading teams at lower lev-
els, mostly because of the heightened visibility, the politics of power, and the fact that many 
crises are pushed upward to senior people for them to handle. In countries where many 
external agencies vie for the attention of top leadership, the pressure can become intense.

If you are at a senior level in your organization or government institution, your influence, 
behavior, and decisions have an impact that goes far beyond your own unit because: 

■■ as stewards of the health of a large population, senior leaders like you are 
responsible for the whole system—which means that you have to be able 
to think systemically, clarify accountabilities, and optimize capacity at all 
levels—from your department or directorate all the way down;

■■ as aligners and coordinators of various constituencies, senior leaders like 
you have to promote and lead productive conversations and make sure that 
essential information reaches everyone;

■■ as the ones to whom others look for guidance and inspiration, senior 
leaders like you have to act from a shared vision and agreed-upon strategies, 
model the behavior that is desired throughout the system, and set the tone 
for a positive and empowering work climate. 

balancing acts
The reality of leading and managing at the top is that you must constantly choose between 
competing demands. You have to pay attention to one thing—while not neglecting or 
appearing to neglect other options—and to discern the best course of action at each 
moment. Box 1 illustrates these balancing acts.

While you engage in these balancing acts, you are expected to provide leadership in at 
least five ways:

1.	 Set direction for the health system as a whole.
2.	 Continuously communicate the vision and direction.
3.	 Align internal and external stakeholders.
4.	 Coordinate and integrate planning and execution across the entire system.
5.	 Continually reflect, learn, and improve performance. 

Each of these roles brings with it countless challenges. To face these challenges with confi-
dence, you need specific skills, as follows.

Seeing and operating from the big picture. Seeing the big picture is necessary to cre-
ate a shared vision, set strategies, and maintain the long view. This perspective will help 
you reorient people’s attention and energy when they become immersed in struggles over 
short-term interests or are unsure how to prioritize their work.
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Chapter 4 of this handbook discusses in detail the nature of a shared vision, how to 
create one, and its importance to an organization and effective strategic planning.

Communicating the vision. Managers who lead have the talent to communicate, in 
many different ways, where their organization and staff are headed and why—the or-
ganization’s vision. By communicating the vision and getting others in key positions to 
reinforce it, you help everyone feel that they are on the same team and that you are all 
progressing together. A leader does not need to create the vision single-handedly. In fact, 
creating a shared vision is more powerful and inspiring because everyone who has a part 
in creating it has a special investment in bringing it to reality. A section in Chapter 4 of 
this handbook discusses in detail the nature of a shared vision, how to create one, and its 
importance to an organization.

Recognizing stakeholders’ interests. The ability to bring stakeholders’ interests to-
gether, negotiate, and turn conflict into win-win situations for maximum effectiveness is 
essential to leadership. Recognizing others’ interests will help you find allies, as well as an-
ticipate and be prepared for any groups whose interests are in opposition to your organi-
zation’s mission, values, and goals. (The Managers Who Lead Toolkit includes an exercise 
on pages 195–97 for analyzing stakeholders’ interests.)

Making the best use of your time. Delegation is one of the most effective ways of saving 
time. If you are aware of and trust your colleagues’ strengths and capabilities, you will be 
comfortable delegating tasks, freeing up time to pay attention to things that only you can 
deal with and, in the process, building new skills among your staff. Delegation should be 
coupled with setting priorities: determining the extent to which your many tasks con-
tribute to or detract from achieving the vision. You must know how to lead meetings 
effectively, saving not only your time but also the time of everyone who attends. Careful 
listening and observation will enable you to respond thoughtfully to issues and avoid the 
crises that can consume everyone’s time and energy. 

Soliciting feedback and advice. Asking for feedback—positive and negative—from 
colleagues and subordinates will help you work with others to address issues effectively. 
Acknowledging that you can always improve will strengthen your personal support sys-
tem, which you can go to for advice and sustenance during difficult times.

BOX 1.  Striking a Balance

If you lead and manage at the top, you will need to learn to balance:

■■ the needs of the present and the needs of the future: the necessity of crisis 
management on the one hand and the slow and steady pursuit of long-term 
strategy on the other;

■■ the needs of diverse stakeholders: the need to respond to pressure from specific 
groups on the one hand and, on the other, the need to pay attention to the 
organization’s management systems as a whole;

■■ the use of authority and the need for inclusion: the pressure to decide and act 
quickly on the one hand and, on the other, the need to take the time for reflection, 
collective learning, and empowerment; 

■■ preventive and curative health services: heeding calls to seek the greatest good for 
the greatest number of people on the one hand and to improve curative care for all 
and tertiary care for the few, on the other.

www.msh.org/resource-center/health-systems-in-action.cfm
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pitfalls at the top that can bring you down 
A few attitudes and behaviors on your part can derail and disrupt the functioning of the 
entire organization. In your position of leadership, you will want to be especially alert to 
these pitfalls and to avoid or correct them wherever you find them, in others or in yourself.

Hubris. Hubris: excessive pride or arrogance. Hubris is easy to spot. You can see it in 
people who have become overconfident in their own abilities and do not believe they 
could ever fail or be wrong. 

Although it is often difficult to bring someone who is suffering from hubris down to earth, 
you can make sure that you do not let yourself fall into this trap. When things have been 
going too well for too long, when no one dares to disagree with you, or when close friends 
or colleagues seem less comfortable around you, these may be signs that you need to take 
action. You can ask for corrective, as well as supportive, feedback. You can make a point of 
assisting others to reach their objectives and rejoice in their success without taking credit 
for their achievements. Finally, you can show some genuine humility by recognizing your 
limitations and not taking yourself too seriously.

Fear. Many organizational mishaps, derailments, misuse of resources, or even disasters 
result from fear of real or imagined consequences of speaking “truth to power.” Big firms 
and small organizations have collapsed or been reduced to insignificance because the rank 
and file did not dare to question the foolhardy or unethical practices and decisions of their 
top leaders. 

Fear exists throughout the ranks of some organizations, from top to bottom, although the 
reasons for fear usually differ, depending on the level. At the top, the fear is about being 
humiliated, removed from power and, in some places, a fear for one’s safety. Fear at the 
bottom of the organizational ladder is primarily about losing one’s job and livelihood, 
being passed over for promotion, or being sidelined.

In your leadership role, you can do a great deal to set a tone that reduces fear at all levels. 
If you demonstrate the willingness to listen respectfully to dissenting opinions, your staff 
will feel free to express them. If you encourage and reward appropriate risk-taking, accept-
ing that some ventures will fail, you will set an example for managers throughout your 
organization. If you refuse to tolerate humiliating behavior or abuse of power, others will 
follow in your footsteps.  

Lack or betrayal of trust. Where fear is pervasive, trust tends to be low. Trust is a pre-
cious resource in organizations, but people often squander it by repeatedly betraying oth-
ers. People’s ability to trust depends on two things: trust in oneself and trust in others. 

The exercise in Box 2 will help you consider your own levels of trust. It is taken from the 
work of Dennis and Michelle Reina (2006). 

Repeated betrayal of trust has important consequences for an organization’s climate, 
because the result of untrustworthiness is low productivity. When this is the reality in 
your organization, you have some options.
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As a manager or supervisor of someone who feels betrayed, you can make good use of the 
practices of leading. As indicated by Dennis and Michelle Reina (2006), you can scan to 
get the facts and acknowledge what happened that caused people to feel their trust was 
betrayed. You can then focus on the feelings that the betrayal has created and make space 
for people to express themselves so that those feelings will not come out in other ways that 
you cannot see or manage. This is the time for you to offer your support, realign people 
with the organizational vision and mission, and redirect everyone’s energy toward the 
future. 

If you are the person who feels betrayed, whether by superiors or subordinates, you can 
begin by drawing on the same leading practices: scan the situation as objectively as pos-
sible, acknowledge the facts, and then focus on your feelings of betrayal by naming them 
and expressing them. Now you will be ready to align with others and get their support in 
helping you reframe the experience. This will involve moving beyond a sense of victimiza-
tion to look honestly at what you may have contributed to the experience. The final steps 
are to forgive yourself and the other(s), drop the heavy load of anger and resentment, and 
move forward. 

Dennis and Michelle Reina propose that betrayal—whether intentional or unintentional—
can have repercussions that fall along a continuum from major to minor. Table 1 illus-
trates the continuum with a few examples. 

BOX 2.  Reflective Exercise on Trust

On a piece of paper, write your answers to the following questions:

■■ In what types of situations do I trust myself? 

■■ In what situations do I not trust myself? 

■■ In what ways do I consider myself reliable?

■■ In what ways do I feel that I am unreliable? 

Continue the exercise with the following questions:

■■ In what situations do I trust others?

■■ In what situations do I not trust others?

■■ What do I look for when considering whether another person is trustworthy?

–– Do I assume they are trustworthy unless proven otherwise?

–– Do I wait for people to prove that they can be trusted?

■■ How does this affect my relationships at work?

After writing the answers to these questions, decide whether there is there anything 
you would like to change about the way you trust (or do not trust) others and yourself.

Source: Reina 2006.

www.msh.org/resource-center/health-systems-in-action.cfm
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Leader shifts: A change in thinking and behavior

So far, we have stressed the behaviors associated with leading and managing by introduc-
ing practices rather than personality traits or personal attributes. However, behaviors are 
not enough. Our behaviors are anchored in how we think. Therefore, attitudes are impor-
tant, too.

We have observed that managers who lead think differently from those who do not lead; 
they are more conscious of and systematic and intentional in their actions. They reflect more 
about what they do as they interact with others at work. And when they get better at applying 
the practices of managing and leading and at reflecting on what happens as a result of their 
actions, they notice that something else begins to change. They see the world differently.

We call these changes in attitudes and beliefs “leader shifts.” Table 2 describes some of the 
shifts in attitudes that most clearly define a manager who is learning to lead.

Awareness of these leader shifts is an important part of the transformation you can bring 
about in yourself and others. But be warned: the shifts may not represent permanent 
changes. They tend to occur when you are feeling competent and are doing good work 
that makes a difference in the lives of others. When things are not going so well, they may 
begin to slide away. 

Your personal challenge is to monitor yourself and recognize when you are becoming 
more preoccupied with your own needs, reputation, or image and less focused on the 
common good. 

TABLE 1. T he Betrayal Continuum

Major � Minor

Unintentional Intentional Unintentional Intentional

Restructuring 
resulting in layoffs

Disclosing 
organizational 
secrets

Repeatedly arriving 
late (at work, at 
meetings)

Gossiping,  
backbiting

Delegating without 
giving authority

Sabotaging 
organizational data

Not honoring 
agreements

Accepting credit for 
another’s work

Source: Reina 2006.

TABLE 2. L eader Shifts

From… To…

counting on individual heroism collaborative action

despair and cynicism hope and possibility

blaming others for problems taking responsibility for challenges

scattered and disconnected activities purposeful, interconnected actions

a preoccupation with oneself a concern for the common good and 
generosity toward others
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Let’s take a closer look at each shift and see what you can do to develop and maintain 
these changes in yourself.

Leader Shift 1: From heroic leadership to collaborative action. The challenges you 
face cannot be addressed by thinking that some heroic leader (for example, your supervi-
sor, your executive director, the Minister of Health, or a donor) will come to the rescue. 
Nor does it help if you think that you must—and are the only one who can—solve all 
problems. This leader shift brings with it a recognition that it takes “all hands on deck” to 
do difficult work and that developing and acknowledging everyone on the team is critical, 
even when there are dissenting voices. 

To move toward collaborative action, ensure that everyone is clear about and has agreed to 
their roles and responsibilities, and then hold them accountable for fulfilling them. Check 
that you are delegating tasks that you do not need to execute yourself and that others can 
do. If you are holding on to work you could delegate, ask yourself why. Are you comfort-
able letting people learn from their mistakes?

See Box 3 to learn more about how to make the shift from heroic leadership to collabora-
tive action. 

BOX 3. � Moving in the Right Direction: Away from Heroic Leadership 
and toward Collaborative Action

Even if you could do it all—and you can’t—it’s a bad idea. Teams work best when their 
members play four critical roles: 

1.	 initiate (an idea or action)

2.	 follow (accept the new idea)

3.	 oppose (question the idea to make sure decisions are not made impulsively and to 
sharpen the team’s thinking)

4.	 observe (watch and give feedback on how the team is doing)

Are all these roles represented on your team? If you are always the initiator, try playing 
a different role, perhaps following another team member’s lead or sitting back and 
observing. You will find suggestions in the exercise “Understanding Roles in Teamwork,” 
(MSH 2005, Toolkit, p. 248).

In addition, practice speaking less, listening more, and leaving more room for others. 
Ask yourself: 

■■ If there is conflict: How am I dealing with the conflict? Am I avoiding it and letting 
it simmer? Am I dealing with it too directly? Do I know where to seek help in 
dealing with conflict on my team?

■■ If you call a meeting: Do I have a clear outcome for our meeting in mind? Have I 
designed the agenda so that it will lead us to the desired outcomes?

■■ Before you speak at a meeting: Is everyone fully participating? Am I achieving a 
balance between inquiring about others’ viewpoints and advocating my own? Am 
I listening to others as if their viewpoints matter? Has someone already said this? 
Can someone else say this better than I can?

■■ If points of view differ: Am I willing and able to negotiate if we seem stuck? Do I 
try to understand the interests that underlie positions? Do I have an alternative if 
we cannot come to agreement?

www.msh.org/resource-center/health-systems-in-action.cfm
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Leader Shift 2: From despair and pessimism to optimism and hope. It is hard to 
attract followers if you preach a message of despair and powerlessness. Yet most planning 
methodologies start by listing all the problems, which can quickly overwhelm a group and 
feed a feeling of helplessness. Ask people about their dreams and see how their eyes light 
up. Conflicted parties can find common ground in a shared vision and change their posi-
tions about how to deal with obstacles.

See Box 4 for some ideas on how you can make the shift from despair and pessimism to 
optimism and hope. 

Leader Shift 3: From blaming others to taking on challenges. Reframing an issue from 
being a problem that is caused by—and must be solved by—others to being a challenge 
that you will take on is not just a matter of using different words. By looking at the issue 
in a new way, you can stop feeling like a helpless victim and become an agent of change. 

See Box 5 for ideas about how to shift from blaming others to taking responsibility for 
challenges.

Leader Shift 4: From disconnected activities and busyness to concerted and pur-
poseful action. Overspecialization can lead to the creation of independent vertical 
programs and separate organizational units, and inhibit development of a comprehensive 
approach to improving health services. The activities and solution applied in one program 
might undermine progress in others. For example, increased funding for HIV & AIDS 
programs has, in some instances, led to underfunding of family planning programs, even 
though they should be an integral part of any effort to prevent HIV transmission. 

BOX 4. � Moving in the Right Direction: Away from Despair 
and Pessimism and toward Optimism and Hope

■■ Learn how to create a shared vision. You can do this by asking people about their 
hopes and dreams for the team, unit, department, organization, or community. Avoid 
abstractions, which usually have less power than concrete images. An image of “a 
clinic I would send my sister or mother to” is more powerful in propelling people into 
action than “a clinic with high quality of care.” The more detailed and concrete the 
image, the more power it has to attract people to work toward its realization.

■■ Shared visions can be idealistic and long range, but they can also be immediate. 
For example, a team could envision an outcome for a meeting. Get into the habit of 
always asking yourself and your team members what success would look like. 

■■ Once you have agreed on your vision, you can work backwards by asking, “If that is 
what we want, what stands in the way of achieving it?” This way of thinking allows 
you to identify the obstacles that are obscuring the vision. Resist the temptation to 
start working on obstacles without knowing the vision that these obstacles obscure.

■■ When you give feedback to a staff member on a piece of work, start with the positive. 
Begin by stating what is good and should be continued. Then consider the opportunities 
for improvement, and, as a last step, what needs to be stopped or removed.

■■ This leader shift requires that you develop the leadership practice of inspiring your 
staff and breathing life into their work by appealing to their hopes and values. 
Remember, it is much more compelling to think of your goal as a dream to be realized 
than as a problem to be solved.
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BOX 5. � Moving in the Right Direction: Away from Blaming Others 
and toward Taking on Challenges

If you are alert to the following, you will probably become more positive and effective.

■■ Learn to recognize feelings of powerlessness that make you feel passive. 

■■ Look for examples of successful actions that you and others have taken to 
accomplish things that did not seem possible, such as earning a degree, writing an 
article, or leading a team to improve the quality of care at a clinic.

■■ Consider how you might be contributing to problems. For example, a disorga-
nized clinic may reflect your own disorganization or, conversely, your excessive 
control of details, which keeps employees from developing a sense of responsibil-
ity. A difficult relationship with a staff member may be at least in part due to your 
own attitudes and behaviors.

■■ Practice reframing a problem into a challenge by setting up a tension between a 
desired future situation and a current, undesired situation. For example, “How can 
we ensure a consistent supply of contraceptives to our clinic in spite of seasonal 
inaccessibility?” 

■■ Use proactive language, rather than reactive language. Instead of saying, “There 
is nothing I can do!” say, “Let’s see what we can do about that.” Instead of saying, 
“That’s just how things are,” say, “How can I (or we) change this?” Instead of saying, 
“They will not allow that,” see if you can negotiate. Instead of saying, “I have to” or 
“No one will help me,” try saying, “I want to” or “Could you help me?”

BOX 6. � Moving in the Right Direction: Away from Disconnected 
Activities and Busyness and toward Coordinated and 
Purposeful Action

Learn to set priorities among your many tasks by looking at how each contributes or 
detracts from your intended results. A handy way of classifying competing demands is 
to distinguish “urgent” from “important.” Urgent activities are those that demand your 
immediate attention (often crises or “problems”), while important ones are those that 
contribute to your organization’s mission, values, and most important goals (Covey 
2004). 

With your team members, use the Important and Urgent Matrix and exercise (MSH 
2005, Toolkit, pp. 213–15) to classify the activities of your typical work week. Give highest 
priority to those that are most important but not urgent, such as securing approvals and 
budgets ahead of time. Think of tasks like these as preventive, proactive work that will 
prevent crises later.

Bring your team members together and use their diverse skills and perspectives to solve 
problems as they occur. Ask for advice and input rather than trying to solve everything 
on your own.

Celebrate successes and small victories as a team rather than just singling out 
individuals for special recognition. Remind people of the mission and vision that you 
created together. Help people see how their work enhances or complements the work of 
other members of the team.

www.msh.org/resource-center/health-systems-in-action.cfm
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In addition, people who are preoccupied with their specific area of responsibility often 
lack the time to share ideas with people working in other relevant areas and miss oppor-
tunities to work together and contribute to each other’s objectives. Services, projects, or 
programs often have performance objectives that do not take into account what other 
related services, projects, and programs are doing, even those in the same geographic area, 
organization, or facility. So there is much duplication and waste of resources. 

Box 6 shows what you can do to shift from being engaged in disconnected activities and 
busyness to concerted and purposeful action.

Leader Shift 5: From a preoccupation with oneself to generosity and a concern for 
the common good. When you feel hurt or diminished by an unsuccessful effort or a sense 
of having been treated unfairly, your world shrinks and your focus is likely to shift inward. 
You may find yourself dwelling on your own needs, whether these are physical—a body 
that needs to heal—or psychological—recovery from a disappointment, insult, or trauma. 

The feeling that you are entitled to special privileges might accompany this self-focus. 
Many lapses in ethical behavior by those in charge can be linked to excessive concern 
about comfort, status, or prestige at the expense of the common good. 

As long as you remain focused on yourself, for whatever reasons, you can no longer be 
effective or partake of the world around you, especially when there is work to do that 
requires compassion and concern for others. Your self-absorption will interfere with your 
ability to provide the stewardship that the health system needs from you. 

See Box 7 to find out what you can do to shift from a preoccupation with yourself to a 
concern for the common good.

BOX 7. � Moving in the Right Direction: Away from Self-Preoccupation 
toward Generosity and Concern for the Greater Good

■■ Check your motives whenever you find yourself a little too invested in being right, 
acknowledged, recognized, or simply comfortable. Are you forgetting about the bigger 
picture and your role in it?

■■ Remind yourself of your role and responsibility to help realize the mission and vision 
of the organization, agency, team, or department that you are leading. 

■■ Think about the people you are serving, both your staff and your organization’s 
beneficiaries, and check whether your attitudes and actions are helping them or 
distracting you from helping them.

■■ You can use ethical decision-making models to guide you. One of the simplest and 
most powerful appears in the tenets of all the world’s major religions: “Do unto 
others as you would have others do unto you.”
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Learning to manage and lead:  
A proven methodology for learning in action

It is common to hear people complain about the performance of their team, organization, 
district, or hospital, but few know how to play an active role in turning things around. 
They are so overwhelmed by the many obstacles they face that they remain passive. No 
one sees a way out.

The Challenge Model (Figure 4) is a tool that you can use right away to improve the per-
formance of any group. It consists of a series of questions that help you and your team to 
systematically translate dreams into action. 

If you follow the steps, completing each one before moving onto the next, you will be able 
to bring about positive change. This may not happen as fast as you would like, but the 
careful, thoughtful process is more likely to lead to lasting results.

Step 1: Start with a fundamental question about purpose, “Why are we here?” For most 
organizations, this question is answered in their founding documents: the organizational 
mission, or, for government agencies, the legislative act that created them. 

Step 2: Stephen Covey (2004) teaches us to “begin with the end in mind.” Thus, the next 
question is, “What would we like to create that currently does not exist?” This is the 
vision of a better future.

Although dreaming about a better future can be a creative, inspiring act, stopping at that 
point can lead to discouragement and even despair, especially if your current situation is 
far removed from your dream. The vision becomes compelling when you take the next 
step—defining actions to bring it down to earth.

Step 3: Once you have created a shared vision, you and your team can focus on one aspect 
of the vision, something to work on right now. You can ask yourselves, “What can we 
achieve that will bring us a little closer to our vision?” The answer will be a result that is 
SMART: 

	 S	= Specific
	 M	= Measurable
	 A	= Appropriate
	 R	= Realistic
	 T	= Time bound

This is nothing grandiose, but it should be a stretch, something you might not have 
accomplished if you had not taken on the challenge. 

Step 4: Now it is time to ask, “Where are we now?” In this step, you and your team will 
look at your current situation in relation to the result you want to create. This step calls 
on the leadership practice of scanning: talking and listening to people, checking records, 
visiting facilities and communities, reading reports. It will help you create a baseline.

www.msh.org/resource-center/health-systems-in-action.cfm
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FIGURE 4. T he Challenge Model: From Vision to Action to Results

Mission:

Vision:

Current situation:

Measurable result:

[ How will we achieve our desired result in light of the obstacles we need to overcome? ]

Obstacles and
root causes

Priority
actions

Challenge:
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This is a critical step that is often overlooked because people often think that they know 
the current situation when, in fact, they are only seeing what they expect to see or have 
made a series of assumptions that may or may not be correct. Only a closer look can 
determine the reality. This may be the first time you and your team gather data or inter-
view people you have never talked with before. A benefit of this exercise is that you will 
begin to appreciate, if you did not already, the importance of having good information 
systems and accurate and timely sources of information.

By thoroughly exploring the current situation, you are likely to discover factors that you 
consider unacceptable. This may produce indignation and anger, which you can transform  
into a resolve to mobilize yourself and others into action. It is at this point that you are 
ready to formulate your challenge, “How can we get to our measurable result, given that 
our current situation is…?”

Step 5: The next question is, “Why are things the way they are?” This question helps you 
identify the obstacles that stand in the way of achieving your SMART result. It leads to 
other, more specific questions: “Why are people not showing up for work?,” “Why are 
clients not coming back for resupply of contraceptives?,” “Why haven’t we fixed this?,” and 
“Why did we not know about that?”

The temptation at this stage is to blame poor performance on a lack of resources or defi-
cient systems. This does not help much in finding a remedy. You will need to explore the 
answer to another specific question: “If this matters to us and our clients, why are we not 
putting sufficient resources behind it?” After all, it is rarely the case that there is no money 
at all in the system; the question relates to allocation and decision-making. Digging 
beneath the surface to find the root causes of the obstacles is likely to provide ideas for 
possible solutions. Appendix A of this chapter shows you how to use a fishbone diagram 
to uncover root causes and the five whys technique to fully understand them.

Step 6: After you and your team have identified and deepened your understanding of the 
root causes of the symptoms that show up in the current situation, you can begin to select the 
priority actions that might address those root causes. As health professionals, we know that 
treating symptoms can be costly and ineffective if the underlying causes are not addressed.

You will now need to identify those priority actions that are most likely to lead to success, 
asking two questions: “What interventions have proven successful in similar situations 
elsewhere?” and “Given the resources we have available, what are the things we can do 
right now?”

Up to this point, you have drawn on the leadership practices in answering the Challenge 
Model questions. You have created an inspiring vision; you have scanned the current situ-
ation, the root causes of obstacles, and the available interventions; you have focused on a 
measurable result and priority actions to achieve it; and you have aligned and mobilized 
your team to go through the entire process.

Step 7: Once you have done all the groundwork in the previous steps, you have every-
thing you need to develop a feasible action plan to meet your challenge. Now the manage-
ment practices come into play as you and your team plan the activities your organization 
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will undertake, organize your resources for implementation, monitor the plan’s execution, 
evaluate the outcomes, and learn from them. 

As a manager who leads, you can use the Challenge Model to create a road map for your 
team and yourself, no matter what your clinical or management specialty might be. 
(Chapter 2 of Managers Who Lead has extensive information about using the Challenge 
Model.)

Proven practices

■■ You can strengthen your management and leadership skills no matter what 
position you hold: good management and leadership are needed at every 
level of an organization. If you do what you already know more consciously, 
systematically, and intentionally, and if you encourage your staff to do the 
same, you can become a “manager who leads.” 

■■ Understanding and applying the eight management and leadership practices 
can help you and your staff improve your work climate, use data effectively, 
proactively respond to change, and take ownership of your challenges. These 
changes will result in better services for your clients and their communities.

■■ If you monitor “leader shifts” in your own attitudes and beliefs, you can 
maintain the positive changes and resist any tendency to slide back into a 
preoccupation with your own needs, reputation, or image, rather than a 
focus on the common good. 

■■ The Challenge Model is a simple tool for systematically translating dreams 
into action. By tying your day-to-day work to a compelling vision and care-
fully following the steps of the model, you and your team can get through 
difficult times and produce significant public health results.

Glossary of management and leadership terms

challenge model: A graphic analytical tool that helps users, in a systematic fashion, to 
determine how to get from a present undesirable situation to a desired and measurable 
result that contributes to achieving the vision and realizing the mission.

leader shift: A change in a leader’s attitudes, beliefs, and behavior.

leading: Mobilizing others to envision and realize a better future. 

leading and managing: Enabling self and others to set direction, face challenges, and 
achieve results.

manager who leads: Someone who enables him- or herself and others to face challenges 
and achieve results.

managing: Planning and using resources efficiently to produce intended results.

http://www.msh.org/resource-center/managers-who-lead.cfm
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mission: A clear and concise statement of an organization, program, or team’s reason for 
being, an affirmation that answers the question, “Why do we exist?” A mission provides 
orientation, uniformity, and meaning to the organization’s decisions and activities at all 
levels. It is the core around which staff members focus their best efforts.

SMART result: A specific, measurable, appropriate, realistic, and time-bound outcome.

vision: A picture of a desired future state that a team, organization, project, or program 
can move toward by taking action.

work climate: The prevailing atmosphere at work, as employees experience it.
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Appendix A. � Diagnosing Root Causes—The Fishbone 
Diagram and Five Whys Technique

the fishbone diagram
After using the Challenge Model to uncover obstacles that keep you from achieving your 
intended result, you can use the fishbone diagram to identify the root causes of those 
obstacles. 

Continue working with your team so you can draw on the knowledge and perspectives of 
many people, which will improve the quality of your analysis. If possible, draw the Fish-
bone Diagram shown in Figure A-1 on a flip chart or chalkboard so everyone can look at 
it and discuss it together.

Step 1: Write one obstacle you have defined in your Challenge Model in the box on the 
far right of the Fishbone Diagram.

Step 2: Brainstorm possible reasons why this obstacle is creating a gap between the cur-
rent situation and your intended result. Discuss each of the main factors—people, policies, 
processes and procedures, and environment—and how it might contribute to the obstacle. 

■■ People: knowledge, skills, motivation, support
■■ Policies: rules and regulations that you have the ability to affect
■■ Processes and procedures: standards, equipment
■■ Environment: Ministry of Health, community, other stakeholders

Using these four categories will help you organize your ideas. As a group, look for the 
possible causes of the performance gap and classify them by category. You can select other 
categories if these four don’t apply to your situation.

Step 3: Write the possible reasons on the diagram, grouping them by category. The cat-
egories are connected to the central spine of the diagram. 

Step 4: Identify the causes that are most responsible for the problem. Do this by prob-
ing deeper to understand the factors that sustain the current situation and keep you from 
moving to your desired result. Use the Five Whys technique (see below) to help you probe. 

Discuss and select those causes that, if successfully addressed, will allow you to make the 
most progress toward the desired result. Circle these causes.
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the five whys technique
The Five Whys exercise is a questioning technique developed by Imai Masaaki and made 
popular as part of the Toyota Production System in the 1970s. It will help your team get 
beyond obvious symptoms and identify the primary or root causes of a problem. Ask-
ing “why” five times prevents mistaking symptoms for causes and gives a more complete 
picture of how the problem came into being. 

When you are working with a cause-and-effect diagram and have identified a probable 
cause, ask, “Why is that true?” or “Why is that happening?” To each answer ask “why” 
again. Continue asking “why” at least five times, until the answer is “That is just the way it 
is, or that is just what happened.” Then you can work on addressing the underlying factors 
that are truly causing the problem.

FIGURE A-2.  An Example of the Five Whys Technique 

What is happining  
that should not be?

Why is it happening?

  PROBLEM T he clinic does not have vehicles

1  �All our vehicles are 
broken down Why is that?

2  �They were not properly 
maintained Why is that?

3  �There was no money 
for maintenance Why is that?

4  �It wasn’t in the budget
Why is that?

5  �No one thought 
about it
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chapter 3

Promoting Good Governance in Public 
and Private Health Organizations

This chapter defines good governance in the health sector. 
It describes how governance can be strengthened at many 
levels, ranging from communities and civil society organi-

zations (CSOs) that oversee health services to senior leaders who 
oversee the effective use of millions of dollars in grants.

The first part of this chapter addresses good governance in the pub-
lic sector and introduces its components: 

■■ information and assessment capacity
■■ policy formulation and planning
■■ social participation and system responsiveness
■■ accountability, transparency, and regulation 

We apply these components to three contexts in which the need for 
good governance in the public sector is emerging as a critical issue:

■■ complex multisectoral bodies
■■ decentralized organizational structures
■■ conflict-affected countries

The first part of the chapter also outlines frameworks and tools for 
strengthening systems, structures, and leadership practices in the 
public sector. 

The second section addresses good governance for CSOs—faith-
based, community-based, and nongovernmental organizations—
and offers frameworks and tools to improve governance in these 
types of organizations. 

Lourdes de la Peza

Cary Peabody Perry
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Introduction

The concept of good governance has gained prominence as interest in improved economic 
performance and poverty reduction in developing countries has risen. Several other fac-
tors also highlight the need for good governance in the health sector:

■■ the growth of large new multisectoral bodies with responsibility for the 
oversight of complex partnerships;

■■ an unprecedented level of funding for health in developing countries;
■■ the trend toward decentralizing health systems and transferring governance 

functions to lower levels of government;
■■ the urgent need to support and stabilize countries coming out of conflict.

Both governments and national and international nongovernmental organizations 
(NGOs) are feeling the pressure to be accountable for and transparent in the use of devel-
opment funds and to work in the public interest.

what is good governance in health  
in the public sector?
The Health Systems Assessment Approach: A How-To Manual (Islam 2007) offers an excel-
lent definition of good governance in the health sector. It is characterized by: 

…competently directing health system resources, performance, and stakehold-
er participation toward the goal of saving lives and doing so in ways that are 
open, transparent, accountable, equitable, and responsive to the needs of the 
people. For health care interventions to work, countries need effective policy-
making, transparent rules, open information, and active participation by all 
stakeholders in the health sector. 

In Mursaleena Islam’s model, there are four dimensions of governance in the health sector. 
The following brief descriptions explain the ideal circumstances for each.

1.	 Information and assessment capacity. Information about trends in 
health care and health systems performance as well as possible policy 
options is available to decision-makers and a broad range of stakeholders. 
This information is used for planning and decision-making. 

2.	 Policy formulation and planning. Appropriate processes are in place to 
develop, debate, pass, and monitor legislation and regulations on health 
issues. The government has a functional planning process. There is consis-
tency and coherence between health sector laws or plans and actual imple-
mentation.

3.	 Social participation and system responsiveness. A broad range of 
stakeholders, including representatives of CSOs and government, under-
stand health issues and are involved in planning, budgeting, and monitoring 
health-sector actions. The health system is responsive to the input of these 
stakeholders.

4.	 Accountability, transparency, and regulation. There are rules that require 
publication of health-sector information such as plans, health statistics, and 
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fee schedules. Oversight “watchdog” entities exist and are functioning. The 
health sector has both the capacity to oversee the safety, efficacy, and qual-
ity of health services and the power to enforce guidelines, standards, and 
regulations. 

We have adapted this model to explain desired changes in governance and health service 
performance and how they relate to leadership and management practices. Figure 1 shows 
the sequence by which the use of leading and managing practices can lead to improved 
health systems. 

■■ The column on the left cites the leading and managing practices that, if used 
systematically and consistently, will result in improved governance and, 
ultimately, improved performance of the health system. 

■■ The middle column identifies intermediate outcomes for good governance, 
as measured by the four dimensions cited. 

■■ The right-hand side defines longer-term outcomes for improved perfor-
mance of the health system, as measured by increased equity, access, quality, 
efficiency, and sustainability. 

managing, leading, and good governance
As a manager of a health program or health services, you can—and should—exercise lead-
ership at your level, whether you are the coordinator of a community health program or 
the Minister of Health responsible for the performance of the entire health system.

This notion of leadership at all levels often surprises people, because they confuse leader-
ship with authority. Authority is a role that people assume because of their position, but 
it is not synonymous with leadership. Leadership is about enabling people to identify 
and face challenges and achieve results. Facing a challenge means bringing about positive 
change in the way things are done. Leadership helps an organization be successful and 
create its desired future.

FIGURE 1.  Model of Good Governance

Managers Who Lead Improved Governance

Information and Assessment 
Capacity

Policy Formulation and 
Planning

Social Participation and 
System Responsiveness

Accountability, Transparency, 
and Regulation

ManagingLeading

scan

focus

align/
mobilize
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Managers who lead effectively repeatedly use the four essential leadership practices shown 
in the left-hand column of Figure 1: They scan, focus, align and mobilize, and inspire. 
One government official explained how focusing and mobilizing were important to im-
proving governance:

The tools required to handle this situation were, at first, to establish a clear and 
transparent policy—for example, in the Ministry of Health—and to show very 
clearly what we believed in, what were our objectives. Secondly, we worked 
very hard to disclose all relevant information on everything related to the issue, 
including of course disclosure of our reasons and our arguments. Thirdly, we 
were fully engaged in mobilizing domestic and international public opinion 
through the media and through both domestic and international NGOs. These 
were the three main points, the three main tools that helped completely reverse 
the situation (MSH 2001).

Managers who lead effectively also carry out four essential management practices: they 
plan, organize, implement, and monitor and evaluate. For more information about 
the leading and managing practices, see Chapter 2 of this handbook. 

As a manager of a health program or health services, or as a health care provider, you 
will need to integrate these leading and managing practices to strengthen the governance 
components that bring about improved health systems performance. It will be impor-
tant to scan your organization for information about the status of governance in the four 
dimensions—information and assessment capacity; policy formulation and planning; 
social participation and system responsiveness; and accountability, transparency, and 
regulation. 

After you scan, use the information you gather to focus on the most important aspects 
of the four dimensions, to plan for improvements in these aspects, and to organize struc-
tures, systems, and processes to make the improvements. Next, align and mobilize staff 
and other stakeholders to implement policies and programs that guarantee accountabil-
ity and transparency, and to monitor and evaluate the results. As you demonstrate the 
behaviors that foster good governance, you will inspire the staff and stakeholders by your 
example.

By systematically applying these practices, you can begin to advocate for transparent 
transactions, accountability for results, and prudent use of resources designed to bring 
about better services. You can also harness the wealth of leadership and management 
potential that is everywhere in your organization and use people’s energy and ingenuity 
to turn a nonresponsive bureaucracy into a responsive one, neglect into attention, and 
wastefulness into efficiency.

In the following section, we describe how improving leadership and management contrib-
utes to good governance. 

www.msh.org/resource-center/health-systems-in-action.cfm
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Governance in three health-sector contexts

The four dimensions of good governance—information and assessment capacity; policy 
formulation and planning; social participation and system responsiveness; and account-
ability, transparency, and regulation—are expressed differently in different health environ-
ments. The approach to strengthening governance will depend on the context in which 
you are working.

Three contexts for governance have emerged in recent years as especially challenging for 
good governance. For each one, we will discuss the challenges and describe ways in which 
they can be overcome. We have selected governance:

■■ of complex, new multisectoral bodies;
■■ in the public sector, in the context of decentralization;
■■ in conflict-affected countries.

governance of complex new multisectoral bodies 
During the past 20 years, the rising prevalence of HIV and recognition of the need for a 
multisectoral response have led to the creation of national AIDS commissions or councils. 
These semi-autonomous bodies are charged with coordinating many players from mul-
tiple organizations—from line ministries to CSOs, including groups of people living with 
AIDS and AIDS activists. 

At the same time, there has been an explosive growth in new funding mechanisms 
focused on specific diseases and health systems strengthening, including the President’s 
Emergency Plan for AIDS Relief (PEPFAR), the President’s Malaria Initiative (PMI), the 
World Bank Multi-Country HIV/AIDS Program, the Global Alliance for Vaccines and 
Immunization, and the Global Fund to Fight AIDS, Tuberculosis and Malaria.

To advance local ownership and participatory decision-making, the Global Fund intro-
duced the Country Coordinating Mechanism (CCM) in 2002. The CCM is a national 
public-private partnership responsible for governance and oversight of Global Fund grants 
across all sectors of society: governments, multilateral and bilateral agencies, and CSOs. 
However, because there was very little global experience with partnerships at this scale, 
the governance of CCMs suffered from several weaknesses:

■■ poorly designed partnership arrangements 
■■ insufficiently detailed work plans and budgets
■■ weak management structures, systems, and processes
■■ confusion about roles and responsibilities 
■■ lack of forethought about internal and external communication strategies 

and management to support the partnership

The Global Fund has introduced the CCM Grant Dashboard: a tool for strengthening 
the governance of CCMs and other multisectoral bodies by improving information and 
assessment capacity. Box 1 explains. 
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A report on lessons learned from pilot studies of the use of dashboards with 
CCMs in four countries is featured on the Global Fund website (MSH 2007b), and 
the Grant Management Solutions website is a good, and growing, resource.

Multisectoral bodies such as CCMs and AIDS commissions can also undertake action-
oriented leadership development to improve members’ skills in working in teams, focus-
ing, and planning. Manuals that explain standard operating procedures for the partnership 
can clarify roles and describe for multisectoral bodies what is expected of them. Guidelines 
on avoiding conflicts of interest and on reporting to constituent groups can also give mul-
tisectoral bodies a common road map to encourage accountability and transparency.

Table 1 uses the four dimensions of good governance to summarize actions you can take 
to strengthen good governance if you are a member of a multisectoral organization.

governance in the public sector in the context of 
decentralization 
Another driver of the good governance movement has been the growth of health-sector 
reform efforts through decentralization—the delegation of political, financial, and admin-
istrative power to regional and local authorities within a national health system. As lower-
level authorities take on new responsibilities, they have the opportunity to incorporate the 
essential dimensions of good governance into their work. 

But along with opportunity, decentralization brings significant governance challenges 
for regional and local managers to take on new tasks. For example, if you are a district 
health manager, you might find that you will, for the first time ever, have to make strategic 
choices about resource allocation and be accountable for planning, budgeting, monitor-
ing, and directing the delivery of services.

BOX 1. � Improving Information and Assessment Capacity: 
The CCM Grant Dashboard

The grant dashboard was introduced for use with Global Fund CCMs in several countries 
in South America and Africa. It is a computer-based, standardized management and 
reporting tool that allows managers and decision-makers to rapidly assess elements 
of a Global Fund grant and target problematic elements for action. This innovative 
approach creates concise summaries and graphic presentations of key financial, 
management, and performance indicators for each grant, reducing the amount of 
information CCM members must review. It tells them what they need to know to 
determine the actions needed to investigate and solve the problems blocking their 
performance as grantees.

A dashboard for CCM oversight answers questions such as: 

1.	 Where is the money?

2.	 Are the subrecipients receiving the resources and technical assistance as planned?

3.	 Where are the medicines and the medical supplies and equipment?

4.	 Are the grants being implemented as planned?

5.	 Are the results meeting the performance targets agreed upon?

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.theglobalfund.org/documents/ccm/LessonsLearnedReport-MSHDashboard.pdf
http://www.gmsproject.org/support/dashboards.cfm


3.  Promoting Good Governance in Public and Private Health Organizations	 3:7

© 2010 management sciences for health	 Health Systems in Action

TABLE 1.  How to Improve Governance of Multisectoral Bodies 

Information and 
Assessment Capacity

Policy Formulation  
and Planning

Social Participation and 
System Responsiveness

Accountability, 
Transparency,  
and Regulation

■■ Select key indicators 
that can provide 
the big picture to 
decision-makers.

■■ Establish systems 
that guarantee 
systematic data 
collection and 
analysis of data to 
inform action.

■■ Develop dashboards 
with the selected key 
indicators.

■■ Develop manuals 
for governance 
and operational 
procedures.

■■ Develop an ethics 
code and policies 
on participation, 
elections, prevention 
of conflicts of 
interest, and other 
relevant topics. 

■■ Train members of 
multisectoral bodies 
in their roles; provide 
skill development 
in leadership and 
management.

■■ Define clear 
mechanisms to 
select, elect, and 
retire appointees. 

■■ Establish 
mechanisms to allow 
all sectors equal 
opportunity and 
room to participate in 
the decision-making 
process.

■■ Establish 
mechanisms to 
inform civil society 
organizations about 
governance bodies, 
their membership, 
elections, decision-
making, etc. 

■■ Establish 
mechanisms 
to oversee and 
assure compliance 
with policies and 
regulations.

TABLE 2. � How to Improve Governance in the Public Sector in the Context 
of Decentralization

Information and 
Assessment Capacity

Policy Formulation and 
Planning

Social Participation and 
System Responsiveness

Accountability, 
Transparency,  
and Regulation

■■ Develop a different 
set of indicators for 
each level of the 
system.

■■ Create user-friendly 
information systems 
that can be managed 
and used at the 
operational level.

■■ Develop a process of 
information analysis 
linked to planning 
at the operational 
level, including the 
community.

■■ Establish very 
clear roles and 
responsibilities in the 
newly decentralized 
environment.

■■ Develop 
participatory, 
bottom-up planning 
processes.

■■ Train personnel 
at the central and 
district levels in 
competencies 
such as dialogue, 
negotiation, and 
participatory 
methods.

■■ Train people from 
communities 
and local levels 
in the principles 
and practices of 
leadership and 
management.

■■ Establish 
mechanisms 
that encourage 
participation by 
a wide range of 
citizens. 

■■ Provide communities 
and local levels with 
challenges, budgets, 
and authority to 
participate.

■■ Develop a system 
for communicating 
and diffusing 
information that 
makes participation 
of each actor public 
and transparent.

■■ With civil society 
participation, 
establish a 
mechanism to 
promote incentives 
for compliance or 
punish violations 
of policies and 
regulations.

■■ Establish clear 
mechanisms 
to guarantee 
accountability.
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Local community leaders, in turn, need to be empowered to participate in health deci-
sions affecting them. To take on this new role, they should have the capacity and commit-
ment to hold local health providers accountable for delivering quality health services that 
meet community needs.

Table 2 summarizes steps you can take to strengthen good governance in decentralized 
health systems.

The following examples from Peru, Mexico, and Nicaragua show how several dimensions 
of good governance were improved in a decentralized environment and incorporated into 
initiatives to address health issues.

Improved Governance in Action in the Context of Decentralization— 
Examples from Peru, Mexico, and Nicaragua

Information and assessment capacity, policy formulation and planning in Peru. 
More than 500 communities in Peru participate in the Healthy Municipalities and 
Communities (HMC) Project. The project aims to improve maternal, newborn, and child 
health by promoting healthy policies and behaviors at municipal, community, and 
family levels in participating communities. 

The HMC Project supports the Community Information System (Sistema de Información 
Comunal or SISMUNI), a municipal public health information system. The HMC model 
enables communities to perform a needs assessment—documenting demographic 
and economic information, and identifying community priorities—and to implement 
plans for becoming a healthy community. HMC staff installed the system and trained 
municipal workers to enter health and community data and then use it to monitor 
local health statistics. The project also started a program to help community members 
improve their leadership and management practices in order to achieve desired results. 

Communities monitor their maternal and child health indicators, and this information 
is uploaded into SISMUNI so that local government officials can easily access it, run 
reports, and use the data to develop policies and plans. Within the context of the 
decentralization of health services, this system is a valuable tool for local authorities 
because it provides a better picture of the state of health at the municipal level and aids 
in making policy decisions and creating community development plans.

You can learn more about “Participatory Community Planning for Child Health,” 
at MSH’s Electronic Resource Center.  You can also download The Guide for 
Training Community Leaders to Improve Leadership and Management Practice.

Policy formulation and planning in Mexico. The following is an example of good 
governance in a decentralized environment with appropriate processes in place to 
develop, debate, pass, and monitor legislation and regulations on health issues. 

The Ministry of Health in Mexico decentralized in the late 1990s, after which the role of 
the central government shifted from program coordination to regulatory oversight, and 
the states gained the autonomy to manage their own programs, people, and budgets.

Within a few years, the ministry’s Reproductive Health Program faced the challenge 
of aligning all the states around an updated Reproductive Health National Policy. The 
Reproductive Health Program wrote the first draft and passed it on to be reviewed by a 
group of 50 experts from the public sector and CSOs. After this review, the viability of the 
policy had to be verified by other federal government entities. The last step was approval 

www.msh.org/resource-center/health-systems-in-action.cfm
http://erc.msh.org/toolkit/Tool.cfm?lang=1&CID=1&TID=173
http://www.msh.org/resource-center/guide-for-training-community-leaders.cfm
http://www.msh.org/resource-center/guide-for-training-community-leaders.cfm
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(continued)

by the General National Health Council, which is composed of all state ministries of 
health. 

All these phases were carried out successfully because the Reproductive Health Program 
staff made good use of leading and managing practices. They made themselves aware 
of the new strategies needed to pass a policy in a decentralized environment (scanning). 
They established close relationships with state ministries of health, helping them to 
focus on reproductive health issues and aligning and mobilizing them to participate in 
the process, advocate for the program, and promote the advantages of the new policy.  

To analyze and manage the political dimensions of decision-making and public 
policy, you can refer to the PolicyMaker tool.

Social participation and system responsiveness in Nicaragua. Our third example 
occurred in 2006 in El Tuma-La Dalia, a rural municipality in a mountainous region 
of Nicaragua. A program there strengthened the ability of communities to plan and 
carry out interventions and to monitor compliance with health and environment rules. 
A Municipal Development Committee—consisting of local authorities, government 
institutions, directors and subdirectors of local educational centers, parents from 
the community, teachers and students, and staff from the mayor’s office—led a river 
cleanup effort to enforce new regulations. 

About 300 people participated in efforts focused on local coffee plantations that were 
dumping unfiltered byproducts of coffee processing, known as “honey water,” into the 
region’s major rivers. The action plan consisted of (1) gathering baseline data on the 
quality of the water from the rivers (bacterial testing), (2) regular visual inspection of 35 
coffee farms that were found to be directly contaminating these rivers to check for the 
use of filters, and (3) gathering data on health status from community residents who 
used the river water for drinking. Trained community health workers monitored health 
status data weekly by visiting people’s homes and/or working in health centers and 
health posts. 

The community’s adherence to its action plan was considered a major contributor to the 
impressive reduction of cases of diarrhea among those who consumed water from the 
rivers, from an average of 92.5 to 34.9 cases per month between October 2006 and March 
2007 (MSH 2009). 

http://polimap.books.officelive.com/default.aspx
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governance in conflict-affected countries 
Strengthening the governance of health systems in environments lacking peace and stabil-
ity brings particular challenges. These include high turnover of health workers due to low 
morale and to transportation, communication, and safety barriers; fearful communities; 
and weakened institutional structures at all levels of the health system. In these challenging 
environments, governance can be difficult, but in no other context is it more important to 
strengthen the capacity of managers at all levels of the health system in the dimensions of 
good governance. Examples from two countries follow that demonstrate the creativity with 
which health care managers in postconflict settings address governance challenges.

Table 3 summarizes the steps you can take to strengthen good governance, even if you are 
living and working in a country affected by conflict.

TABLE 3.  How to Improve Governance in Conflict-Affected Countries

Information and 
Assessment Capacity

Policy Formulation and 
Planning

Social Participation and 
System Responsiveness

Accountability, 
Transparency,  
and Regulation

■■ Monitor and 
supervise data 
collection.

■■ Provide training and 
mentoring to improve 
information analysis.

■■ Form local 
committees for 
data collection and 
analysis.

■■ Form networks for 
sharing lessons 
learned.

■■ Provide ongoing 
technical assistance 
in key public health 
areas.

■■ Build national 
capacity to establish 
basic health 
objectives and 
strategies.

■■ Enhance 
participatory, 
bottom-up planning 
processes.

■■ Provide programs 
in leadership 
development and 
team-building 
exercises at the 
central, regional, and 
district levels. 

■■ Provide technical 
assistance to local 
providers so they 
can better plan and 
deliver services and 
monitor their own 
work.

■■ Initiate peer 
evaluation schemes.

■■ Engage partners in 
defining performance 
objectives and 
indicators.

■■ Measure results 
based on quality and 
quantity of outputs.

■■ Provide budget and 
incentives based on 
measurable results.

■■ Hold regular, 
well-documented 
meetings.

■■ Work through local 
steering committees 
to decide who will 
be responsible for 
the various control 
functions.

www.msh.org/resource-center/health-systems-in-action.cfm


3.  Promoting Good Governance in Public and Private Health Organizations	 3:11

© 2010 management sciences for health	 Health Systems in Action

Strengthening Services in Action in Postconflict Settings— 
Examples from Afghanistan and Haiti

Information and assessment capacity in Afghanistan. After years of conflict, 
Afghanistan registers some of the worst statistics in the world regarding the health of 
women and children. Under extremely challenging circumstances, the Ministry of Public 
Health has improved provincial-level technical knowledge, communication, and the 
use of information. Based on analysis of health data, Provincial Public Health Offices 
developed provincial monthly action plans, formed networks for sharing lessons learned 
about common priority health challenges, and organized technical subcommittees to 
lead strategic initiatives to address priority health challenges. In 2009, 90 percent of 
health facilities nationwide were offering the government’s Basic Package of Health 
Services and providing service data on a regular, timely basis. 

Accountability, transparency, and regulation in Haiti. In Haiti, a performance-based 
financing (PBF) system was introduced in 1999 to bolster NGOs’ capacity and give them 
incentives to provide more cost-effective health services. For the first time, the NGOs 
were held responsible for the results they accomplished (outputs), rather than simply for 
activities. Each NGO had a negotiated subcontract establishing the package of services it 
would provide, its role and obligations, budget, and goals. NGOs were given an advance of 
95 percent of their budget every quarter. Then their performance was measured against 
various indicators, according to the package of services they were committed to deliver. 
The NGOs’ performance determined the bonus they received, which could be up to 10 
percent of the original, pre-negotiated budget. 

The Haitian NGOs also received technical assistance in management and technical 
areas, helping them plan, deliver, and monitor their own work. They reviewed their 
pricing policies and developed plans to generate revenue through sources unrelated 
to health services. They made changes in their service delivery schemes, strengthened 
their management systems, improved their performance, and achieved remarkable 
improvements in health indicators.

One goal was to promote a culture of information-based decision-making to improve 
efficiency. An important feature of the program was that all NGOs were brought together 
as partners for the purpose of planning and information exchange. They exchanged 
data on cost-effectiveness and services and engaged in positive competition across the 
network. 

The NGOs participated actively and creatively in planning, implementing, and 
monitoring health services. By 2005, the three original participating NGOs had expanded 
to 32 NGOs, and they provided essential services to 2.7 million people, or about one-third 
of the population. You can learn more about the Haiti experience in Eichler (2009). 
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Good governance in civil society organizations 

We now turn from the public sector to civil society. Good governance in the health sector 
and other sectors that have an impact on health is a critical factor in achieving the Millen-
nium Development Goals and alleviating sickness and poverty in developing countries. As 
a large amount of funding for health flows into countries, donors and ministries of health 
are increasingly looking to CSOs as active partners in the prevention, care, and treatment 
of illness and the maintenance of health. Like public-sector institutions, CSOs require 
sound leadership and management and well-functioning organizational structures and 
systems so that they can provide high-quality services and use resources appropriately. 

what is a civil society organization?
The World Bank (2009) uses the term “civil society” to refer to:

…non-governmental and not-for-profit organizations that have a presence 
in public life, expressing the interests and values of their members or others, 
based on ethical, cultural, political, scientific, religious or philanthropic consid-
erations. Civil Society Organizations (CSOs) therefore refer to a wide array of 
organizations: community groups, non-governmental organizations (NGOs), 
labor unions, indigenous groups, charitable organizations, faith-based organi-
zations, professional associations, and foundations. 

CSOs are mission-driven organizations, with a commitment to the communities and 
individuals they serve. They operate under many different types of legal structures, which 
vary by country: companies, membership associations, societies, foundations (in which 
property is dedicated for a specific purpose), charities, trusts, and cooperatives. The choice 
of the type of CSO to constitute is based on the laws of each country and is best made in 
consultation with an attorney. In Brazil, for example, CSOs can be registered as member-
ship associations or as foundations. In Tanzania, a CSO can be constituted as a trust, soci-
ety, cooperative, or company backed by a guarantee and using the term “limited.” Regard-
less of their legal structure, all CSOs differ from for-profit entities because they cannot 
distribute profits or net earnings to individuals. 

what is good governance in civil society 
organizations?
Good governance in CSOs has been defined in many ways. A clear, concise definition is 
that of The Working Group on NGO Governance in Central and Eastern Europe, quoted 
by Marilyn Wyatt in A Handbook on NGO Governance (2004): “Good governance is a 
transparent decision-making process in which the leadership of a nonprofit organization, 
in an effective and accountable way, directs resources and exercises power on the basis of 
shared values.”

A CSO requires a formal structure that is based on the established values of the organiza-
tion and designed to achieve the CSO’s mission and guarantee the proper use of resources. 
Good governance involves providing direction so that the organization knows where it 
is going; protecting the interests of its beneficiaries; and being accountable to society, the 

www.msh.org/resource-center/health-systems-in-action.cfm
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beneficiaries, and donors, through a process that is transparent, equitable, and appropriate 
to the needs of the people the CSO serves.

Good governance in CSOs is not exercised only at the top of the organizational structure; 
this function is shared at all organizational levels. Nevertheless, the higher the level in 
the organization, the more responsibility people have for maintaining good governance 
throughout the organization.

what is the governance structure of civil society 
organizations?
There is a growing global awareness that the health problems faced by developing countries 
are too serious and pervasive to be addressed by the public sector alone. In a combined 
public, nongovernmental, and private-sector approach, CSOs need to be able to manage 
large-scale health projects and use donor funds in an effective and transparent way.

The most urgent need is to improve the management and governance of fledgling, small 
CSOs, which in some countries make up the vast majority of nongovernmental organiza-
tions. These CSOs often begin as volunteer organizations led by one charismatic person, 
perhaps with one or two paid staff. They may spring up in response to a specific social 
need and funding opportunity.  

If they are to be sustainable, even small CSOs must be legally incorporated with an effec-
tive governance system in place to make sure that they can fulfill their mission and use 
their resources effectively and transparently.

This section of the handbook can guide a CSO of any size in setting up systems and 
becoming a more structured organization. For a new organization, it offers tools to pave 
the road to officially register the organization and establish its governance structure. Once 
a CSO has grown beyond the one- or two-person phase, this structure almost always con-
sists of a board of directors and a management team. 

why do csos need boards of directors? 
Unlike corporations or businesses whose main purpose is to make a profit for their share-
holders or owners, CSOs are founded to work for the common good. They do not have 
direct owners to guide them toward their goals. Instead, a volunteer board of directors is 
responsible for seeing that the organization acts in the public interest. The board has the 
authority to lead the organization, make decisions, set policies to guarantee the proper use 
of funds, provide good services (according to the organization’s mission), treat personnel 
fairly, and promote a positive work climate.

the legal structure of civil society organizations 
CSOs are formed under the laws and regulations of the country in which they intend to 
operate. They need to be registered according to their country’s rules and comply with all 
legal regulations. Two legal documents are usually needed to formalize registration and 
state the reason for the incorporation of the organization: the articles of incorporation and 
the bylaws.
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The articles of incorporation. The articles of incorporation specify the purpose of the 
organization and the way it is set up, as demonstrated in Box 2. In addition to provid-
ing the legal basis for the organization, articles of incorporation describe the roles of the 
assembly of members (if applicable) and the board of directors, as well as the principal 
rights and responsibilities of each. It is critical for board members and the management 
team to be fully aware of the contents of the document so that they understand the limits 
of their authority and responsibility vis-à-vis the government and society, and can avoid 
legal problems.

The bylaws. The articles of incorporation are supplemented by bylaws, the rules under 
which the governing body of the CSO operates. The bylaws specify the formation of the 
board of directors; election of board members; structure, size, and duties of board mem-
bers and officers; and the rules and procedures for holding meetings, electing directors, 
and appointing officers. 

Articles of incorporation are seldom changed, whereas bylaws are often revised to meet 
new realities and can often be changed by a majority vote of the board. 

Governance roles and responsibilities of the board  
of directors and management team

The board of directors of a CSO is made up of elected or designated volunteer leaders, 
often including the founders and other prominent citizens, who are committed to the 
organization’s mission. Board members often have skills that can be useful for guiding the 
organization: public relations, advocacy, fund-raising, management, and technical knowl-
edge about the type of work the organization carries out. They should also have prestige 
and a good reputation in the community. 

The board has the ultimate authority and responsibility to guide the organization to 
achieve its mission and secure its viability over time. Because they are not part of manage-
ment and receive no financial benefit, board members can exercise independent judgment 
when overseeing the functioning of the organization. 

BOX 2.  Usual Elements of the Founding Document of a CSO

■■ Names, professions, and addresses of parties appearing as representatives

■■ Name of the organization 

■■ Legal status of the organization 

■■ Founding date of the organization

■■ Address of the organization

■■ Purpose and objectives of the organization 

■■ Assets of the organization 

■■ Governing bodies—board of directors, committees—and their obligations and powers 

■■ Reasons and procedures for dissolution  

www.msh.org/resource-center/health-systems-in-action.cfm
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The board members hire and delegate authority to a chief executive officer (CEO)—also 
called an executive director—who is responsible for putting into action the board’s deci-
sions. The CEO heads the management team, which is responsible for planning, orga-
nizing, implementing, monitoring, and evaluating activities to achieve the organization’s 
goals. 

The most effective CSOs clearly separate governance and management: in general, the 
board of directors governs and the management team manages day-to-day operations, as 
detailed below. 

The roles and responsibilities of the board and management team should be very clear, 
with checks and balances that enable the board to provide an independent and disinter-
ested counterweight to management control. Enlightened management, supported by 
sound policies and an informed board, forms the foundation of good governance. 

Table 4 details the roles and responsibilities of the board and the management team. These 
roles and responsibilities fall into four categories: setting direction, overseeing and sup-
porting organizational effectiveness, maintaining good external relations, and maintaining 
the effectiveness of the board. 

Table 4 shows that the board bears the main responsibility for the key governance func-
tions, with the management team playing a complementary supporting role. BoardSource, 
a nonprofit organization, provides practical information, tools and best practices, training, 
and leadership development for board members of nonprofit organizations worldwide. 
The BoardSource website includes videos about board responsibilities.

Let us look more closely at how a CSO board can best carry out its responsibilities in the 
four categories of governance.

setting direction
The board sets the path the organization should follow to achieve its mission. It plays this 
role by carrying out three responsibilities: defining the organizational mission, helping 
develop the organizational vision and strategy, and adhering to organizational values.

Defining the organization’s mission. The CSO’s mission expresses its purpose—the rea-
son it exists. Through the mission statement, the board, management, and staff can focus 
their efforts on meeting the needs of the organization’s beneficiaries. The mission helps 
align the board, management, staff, and volunteers and provides meaning to all activities. 
It is the central point around which the organization develops its goals and strategies.

The mission is a broad statement that explains the type of organization, its main purpose, 
and its values. It should answer the questions: What do we do? Whom do we serve? How 
do we do it? Why do we do it? Box 3 presents an example of a mission that answers these 
four questions.

Developing the organizational vision and strategy and approving the strategic 
plan. The board of directors assumes a large share of the responsibility for the success of a 

http://www.boardsource.org
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TABLE 4. � Governance Roles and Responsibilities of the Board of Directors and 
Management Team

Setting Direction

Board Responsibilities Management Team Responsibilities

1.	 Defines the organization’s mission 

2.	 Develops the organizational vision and strategy 
and approves the strategic plan

3.	 Promotes the organization’s values

■■ Participates in defining and disseminating the 
mission statement and vision

■■ Organizes and participates in developing the 
strategic plan

■■ Develops the annual operational plan based on 
the strategic plan 

■■ Promotes and applies organizational values in 
day-to-day activities

■■ Develops policies and guidelines for the board’s 
consideration

Overseeing Organizational Effectiveness and Providing Support

Board Responsibilities Management Team Responsibilities

4.	 Hires, supports, and evaluates the CEO

5.	 Upholds a transparent decision-making process

6.	 Ensures financial sustainability and 
participates in fund-raising

7.	 Provides financial oversight

8.	 Promotes the quality of services and programs

■■ Provides administrative support for hiring the 
CEO

■■ Implements a transparent decision-making 
process

■■ Leads, organizes, and implements fund-raising 

■■ Exercises responsible financial stewardship 
and provides up-to-date, reliable financial 
information to the board and donors

■■ Proposes budgets to the board

■■ Works directly with the board on planning and 
implementing new projects

■■ Develops and implements quality assurance 
processes and provides reliable information to 
the board about the quality of services

Maintaining Good External Relationships

Board Responsibilities Management Team Responsibilities

9.	 Maintains good community, government, and 
donor relations and represents the CSO publicly 
on occasion

■■ Builds external relationships and represents 
the CSO publicly

■■ Provides administrative and logistics support 
for the public relations activities of the board

Maintaining the Effectiveness of the Board

Board Responsibilities Management Team Responsibilities

10. � Manages board activities and fosters the 
board’s effectiveness

■■ Provides administrative support for board 
activities

■■ Facilitates communication and distribution of 
information among board members

■■ Helps the secretary keep the board informed 
about board activities

“Guide to Effective CSO Governance” includes much valuable information about governance.

www.msh.org/resource-center/health-systems-in-action.cfm
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CSO. It must make certain that the organization reaches the population it intends to serve 
and meets the needs of its clients. To fulfill this function, the board works with the man-
agement team to create a shared vision and strategic plan. 

The vision provides a picture of where the organization wants to go and what it wants 
to become in the future. Experience has shown that a vision is more powerful when it is 
produced with the participation of many people in the organization, since people usually 
support what they help create. Good boards create a shared vision that is owned by those 
who will carry it out. 

Pages 182–188 of the Managers Who Lead Toolkit provides exercises for creating a com-
mon vision.

The vision sets the stage for strategic planning. The strategic plan establishes the steps 
that the organization will take to achieve its goals and objectives and fulfill its mission 
during a three-to-five-year period. 

In developing a strategic plan, the board and staff ask themselves four questions:

1.	 Where do we want to go? (our vision and mission)
2.	 Where are we now? (external opportunities and threats, our internal 

strengths and weaknesses) 
3.	 How will we get from where we are to where we want to go? (our strate-

gic objectives, strategies, and operational plans with actions to be taken to 
achieve the objectives)

4.	 How can we make sure we will get there? (mechanisms for monitoring prog-
ress and measuring results)

The board should provide guidance and input to the management team throughout the 
strategic planning process. Boards can be particularly effective in providing and analyzing 
information about the external environment, current trends in health and social policy, 
the needs of the population, and new funding opportunities. The board must formally 
approve the final strategic plan and commit to it. Once the strategic plan is in place, the 

BOX 3.  Sample Organizational Mission

A well-designed mission will answer critical questions; here’s an example.

Question	 Response

What do we do?	�HI V & AIDS education and research and implementation of best 
practices in prevention and care

Whom do we serve?	� People living with AIDS and populations at risk of becoming HIV 
infected 

How do we do it?	� Share information to help people prevent HIV transmission, and 
apply best practices to the prevention of HIV and to the care of 
people living with AIDS 

Why do we do it?	�T o curb the expansion of the AIDS epidemic and mortality from 
AIDS, and to improve the quality of life of people living with AIDS

http://www.msh.org/resource-center/managers-who-lead.cfm
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board needs to see that the CSO’s annual operational plans support the strategic objectives 
and strategies. 

For details on the strategic planning process, tools, and country examples, see 
Chapter 4 of this handbook.

Promoting the organization’s values. Organizational values light the path to fulfillment 
of the mission. They are the ethical principles that underlie choices about how the CSO 
serves its beneficiaries, supports its staff, and works with its partners. Boards that are sus-
tained by strong values gain the respect of management, staff, partners, and the community.

These values are a reflection of the organization’s history. They usually express the beliefs 
and expectations of the founders and focus on serving the public and building a common 
good. Sometimes these values are declared; sometimes they are not clearly stated but are 
implied by the organization’s culture and actions. 

The organization’s values should influence the way the board leads and the way manage-
ment and staff work. It is the board’s responsibility to make these values explicit, invite 
management and staff to reflect on them, and refer to the values whenever difficult deci-
sions must be made. Good boards live the values they preach, supporting positive words 
with positive actions. They take responsibility for seeing that the organization’s choices are 
based on its values.

Each organization has its own values, but there are some values that are common to many 
successful CSOs, as follows: 

■■ commitment to the mission
■■ integrity and transparency
■■ accountability 
■■ service orientation
■■ solidarity with the most vulnerable people
■■ respect for differences 
■■ community participation

overseeing organizational effectiveness and providing 
support
In protecting the interests of the CSO and its clients and stakeholders, the board oversees 
and supports the staff in meeting organizational objectives. The board also makes sure 
that the CSO complies with laws and regulations. The board is not intended to manage an 
organization but rather to oversee and evaluate its performance, provide advice, and help 
to obtain resources. The board plays these roles by hiring, supporting, and evaluating the 
CEO, promoting transparent decision-making, ensuring financial sustainability, providing 
financial oversight, and promoting high-quality services and programs.

Hiring, supporting, and evaluating the CEO. The CEO acts on behalf of the board to 
implement its decisions. She or he accepts the authority to hire, organize, and supervise 
the staff; develops appropriate policies and procedures; and allocates resources within 
budgetary guidelines. Because the CEO plays such a key role in the organization’s  
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performance, the most important responsibilities of the board are to select an appropriate 
person, offer guidance and advice, monitor his or her performance, and conduct periodic 
formal evaluations.

Upholding a transparent decision-making process. The decision-making process 
can vary significantly from one organization to another. Some organizations with very 
participatory cultures have a strong and committed management team that the board 
fully trusts. In these cases, the board delegates a great deal of responsibility to the man-
agement team and asks them simply to report on their decisions every month or quarter. 
In other cases, if the board does not feel the management team is mature enough, the 
directors may want to participate in all major decisions. Effective boards understand 
their management teams and are able to delegate authority appropriately. They pay close 
attention to their management teams’ actions but avoid intruding unnecessarily. In short, 
they give their management teams room to learn and grow. 

The board’s decision-making style will generally be mirrored by the CEO and manage-
ment team. Authoritarian boards set a standard that the management team replicates 
and that is replicated in turn at lower levels of the organization. On the other hand, when 
boards encourage the management team to participate in decision-making, their style 
permeates all levels, fosters a broad commitment to implement decisions, and generates a 
positive work climate.

In any case, good governance means that the decision-making process is transparent and 
the authority of each level of the structure is clear and respected. For example, since it is 
a board responsibility to approve a purchasing policy for the CSO, it must be very clear 
who has authority to sign. Small purchases can be approved by the financial director, 
whereas purchases that exceed a certain amount must be approved by the CEO, and major 
investments are usually approved by the board. In this and other instances, clear policies, 
procedures, and levels of authority are important in risk and fraud control. 

Ensuring financial sustainability. When resources are scarce, it is critical for the board 
to set policies, make decisions, and promote projects that give the CSO access to the 
resources it needs to sustain and expand its projects. Financial sustainability is an often-
repeated mantra. If it is true that there are more resources widely available in the develop-
ment community, it is also true that each day there are more CSOs competing for these 
resources.

The board can ensure financial sustainability and organizational growth through three 
activities: (1) promoting the rational use of the organization’s resources, (2) developing 
projects and programs to increase its income, and (3) raising additional funds.

Promoting the rational use of the organization’s resources. When there is plenty 
of money, there is a tendency to relax and spend more without paying much attention 
to the bottom line. When board members recognize that resources are likely to shrink, 
they should look for ways to save money without affecting the quality of services. The 
costs of supplies and utilities—water, electricity, telephone service—may be a rich source 
of savings. The board should also consider whether underused infrastructure or human 
resources might be moved or reorganized for greater efficiency and cost savings. 
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Developing projects and programs to increase income. The board is also responsible 
for developing strategies to increase revenue. Many CSOs have diversified their services 
and expanded their target groups to populations that can pay for some services. Offer-
ing obstetric care for deliveries, medical consultations by specialists, laboratory services, 
pharmacy services, dental services, and optometric services may be good sources of cost 
recovery. Board members who know the economic and business environment of their 
country can make good recommendations about new services that could be offered or 
new business that could offset the cost of sustaining the organization. 

Raising additional funds. Caring for the most underserved populations will always 
require donated funds. To raise funds effectively, board members must persuade prospec-
tive donors of the importance of the CSO’s work and continually cultivate their good will 
and interest. The board may help the organization consider responding to requests for 
proposals from donors or contracts with public institutions. In many CSOs, board mem-
bers also make annual contributions to the organization.

Box 4 offers examples of other fund-raising activities.

Providing financial oversight. The board has the ultimate responsibility for the financial 
viability of the CSO. Board members and senior management should work together to 
determine financial targets and establish financial policies. The oversight function consists 
of six responsibilities, as shown in Box 5.

To provide effective financial oversight, boards often establish a finance committee, 
consisting of members with experience in financial management, the CEO, and the chief 
financial officer of the CSO. 

All financial information should be reviewed in the context of the programmatic results 
achieved during the period under review. At each board meeting, the board will need 
financial reports that detail the organization’s income, expenses, and any surplus or deficit. 
The reports should highlight deviations from the budget, projected revenues, and what-
ever actions management is taking to correct those deviations. 

BOX 4. T ypical Fund-raising Activities of Board Members

■■ Soliciting annual contributions to cover operating costs 

■■ Organizing fund-raising campaigns to fund specific capital equipment or facility 
improvements 

■■ Competing for funds by developing proposals for specific projects or special programs

■■ Establishing an endowment through income from interest, dividends, rental of real 
estate, and contributions to help provide for future institutional needs

www.msh.org/resource-center/health-systems-in-action.cfm
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The board must know how to review and interpret three key financial documents: 

1.	 a cash flow projection worksheet 
2.	 a balance sheet 
3.	 an income statement 

For details on financial management, tools, and examples, see Chapter 6 of this 
handbook. For information about financial oversight, go to the MSH Electronic 
Resource Center.

Promoting the quality of services and programs. It is the board’s responsibility to hold 
professional staff to the highest standards for providing services and to support them in 
making improvements when they are needed. In these circumstances it is important to 
distinguish the role of the board from that of the management team. Some boards feel 
uncertain about how to carry out this responsibility and hesitate to become involved in 
any way at all, while others interfere with the management role by trying to supervise 
operations and micromanage service delivery.

Since the management team and staff are responsible for providing high-quality services, 
they should provide the board with information that will enable board members to assess 
the quality of services. Based on this information, the board can make suggestions on how 
to improve services. It is the management team’s responsibility to put the board’s recom-
mendations into action.

To certify that high-quality services are being maintained, the board should:

■■ set quality goals; 
■■ review the results; 
■■ keep in close contact with the community to obtain feedback; 
■■ make sure that necessary actions to improve service quality are implemented 

quickly.

BOX 5.  Six Main Financial Oversight Responsibilities of the Board

■■ Determine the financial targets of the CSO and monitor progress in reaching those 
targets.

■■ Review financial policies, institute sound policies, and monitor adherence to those 
policies. 

■■ Review financial control systems to safeguard the resources of the organization. 

■■ Comply with donor or government requirements; arrange for a financial audit to 
be conducted by a licensed independent auditing firm annually or as otherwise 
required.

■■ Approve the annual budget.

■■ Approve the management’s intentions and plans to seek additional revenue from 
different sources.

http://erc.msh.org/mainpage.cfm?file=2.3.1k.htm&module=chs&language=English
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Chapter 9 of this handbook discusses the establishment and maintenance of 
high-quality services. For more information on this topic and on continuous 
quality improvement, please see MSH’s online resource, Managing Community 
Health Services. For more information on how to introduce or scale up effective 
health services, you can use the MSH Guide to Fostering Change.

maintaining good external relationships
Board members are the CSO’s ambassadors and advocates. The board represents the orga-
nization in different forums, promoting and maintaining a good image and good relation-
ships with the community, donors and other partners, and the government. How well 
the organization relates to all these groups affects its ability to influence the public health 
agenda by proposing needed changes in policy.

Responding to the interests of the community. Maintaining a mutually beneficial 
relationship with the community should be a goal of all CSOs, reflected in strategic plans. 
Community representation on the board will promote this relationship and will help 
make sure that community needs, concerns, and service opportunities are not overlooked. 
The management team should provide the board with up-to-date information about the 
community and the services that have been provided to them. Access to comprehensive 
information about the community helps boards make better decisions. 

Responding to the interests of other partners, including donors. CSOs are not 
alone in their environment. There are many actors interested in achieving similar goals in 
health. The board should investigate who is working on similar issues in the region, find 
those with a shared interest in establishing good relationships, and look for opportuni-
ties to work together. Creating good relationships and partnerships with donors or other 
partners can increase the organization’s capacity to achieve its goals and assure its sustain-
ability in the long run. 

Responding to the interests of the government. Responding to the government’s 
requirements is essential to maintain the organization’s legal status and enable it to pro-
vide services. But good relationships with the government go beyond legal compliance; 
they can facilitate or impede the CSO’s ability to carry out its mission. In many countries, 
especially in Africa, CSOs have close relationship with their governments and provide a 
substantial portion of health services. In other places, the relationship between CSOs and 
the government is tense, at least in part because many CSOs tend to criticize government 
performance and advocate for better services.

Depending on the circumstances, boards should help CSOs look for the best way to main-
tain a good relationship with their government and seek opportunities to work together 
for the common good. A strong relationship with the government provides an opportu-
nity for the board to lobby for positive legislation and regulations and prevent legislation 
that would be detrimental to the organization’s mission and the community’s needs and 
interests.

Proposing changes in public policy. The board can develop a public affairs strategy that 
includes contacts with high-level officials, directors of other organizations, and donors. 
Such a strategy will help further the CSO’s mission, position the organization to receive 
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funds, and influence public policy, all of which will help the CSO achieve its goals, as 
illustrated in Box 6.

The management team can assist board members in this task by keeping them and the 
staff informed of public policy developments affecting the organization, by working with 
the media, and by coordinating volunteer activities that deal with public affairs.

Click here to find a tool you can use to analyze and manage the political 
dimensions of decision-making and public policy.

maintaining the effectiveness of the board
The board has to carry out some activities to keep itself active and effective. The most impor-
tant activities to sustain the board are recruiting and selecting board members, educating 
the board, conducting board meetings, and evaluating and improving board performance.

Recruiting and selecting board members. It is important for the board to be made up 
of members with a common commitment and integrity, as well as diverse backgrounds, 
skills, and experience. This diversity will secure a broad base of community support and 
professional experience for the organization. Many boards have a small governance com-
mittee that searches for new candidates to serve on the board. All board members should 
have a job description that indicates their roles and responsibilities and the duration of 
their term of service.

Educating the board. Educating new and current board members is an ongoing process 
that is the responsibility of both the board and management. Initially, board members 
should receive orientation or training that helps them learn about the CSO and un-
derstand their roles and responsibilities. Periodic retreats, workshops, or site visits can 
provide time for concentrated learning about the organization, the issues it is dealing 
with, and the general area of expertise of the organization. Some CSOs produce guides for 
board members to use as self-training tools.

Conducting board meetings. Board business is usually conducted at monthly or quar-
terly meetings. Although board members are not paid for their work, bringing them 
together is still costly both to the individual members who give up their time to attend the 
meeting and to the CSO which is usually expected to reimburse their travel expenses. For 
this reason, it is very important for meetings to be well organized and well run. It is usu-
ally the responsibility of the chair or president of the board, with the help of the CEO, to 
plan board meetings so that they make the most effective use of people’s time.

BOX 6. � Board Activities to Position the CSO’s Public Image 
and Its Potential to Influence Policy

■■ Advocate for the organization’s mission and goals with influential colleagues 

■■ Write letters to legislators, policymakers, and decision-makers

■■ Lobby legislators and policymakers on issues important to the organization 

■■ Speak at conferences, public events, and community meetings

■■ Speak up about public affairs and make the CSO’s opinions heard in the media

http://erc.msh.org/toolkit/Tool.cfm?lang=1&CID=9&TID=176
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Evaluating and improving board performance. Every year, depending on their term of 
office, the board should formally evaluate its performance. This can be done by holding a 
retreat or by using a self-assessment tool. The goal of the evaluation is to assess the board’s 
fulfillment of its roles and responsibilities and to define ways to improve its performance. 
Box 7 describes competencies that can help board members improve board performance. 

A Handbook of NGO Governance by Marilyn Wyatt includes a useful checklist for 
self-assessment on pages 66–69.

how are boards of directors organized?
CSOs typically have two legal documents, as discussed earllier in this chapter. One states 
the reason for the CSO’s incorporation and the other, the bylaws, describes the responsibili-
ties of the board and the procedures it must follow in conducting business. A well-organized 
and effective board takes into account the basic functions and duties of different members, 
the terms of office, working committees, and criteria for selecting members of the board.

board officers’ duties: chair, secretary, and treasurer
To fulfill its responsibilities, the board usually defines different roles within its own mem-
bership. The most common roles are: the chair or president of the board, the secretary, 
and the treasurer. The CEO is generally a nonvoting member of the board.

The board chair or president leads the board, making sure that the board as a whole and 
each board member fulfils his or her responsibilities. Box 8 details the tasks that make 
up this broad responsibility. The chair maintains a close relationship with the CEO, who 
acts as the bridge between the board and the management team. The chair is responsible 
for closely overseeing the CEO’s performance and assisting him or her as a mentor. In the 
absence of the chair, the vice chair or vice president assumes these responsibilities.

The secretary supports the chair by performing the administrative tasks that enable the 
chair to carry out his or her responsibilities. This includes organizing meetings, sending 
agendas and inviting people, taking and distributing minutes of meetings, communicat-
ing and following up on all decisions made by the board or the membership assembly, and 
maintaining board documents. The management team can help the secretary carry out 
these responsibilities. 

BOX 7.  How to Improve Board Performance

Board members can improve performance if they:

■■ thoroughly understand how their boards operate;

■■ master the challenges of organizing and working on committees that conduct 
board business;

■■ conduct effective meetings;

■■ are skilled in managing and staffing their board;

■■ communicate openly and effectively with the organization’s CEO and senior 
management;

■■ understand fully the potential problems and legal issues that their board faces.

www.msh.org/resource-center/health-systems-in-action.cfm
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The treasurer takes the lead in overseeing the financial affairs of the organization. The 
treasurer can help the board understand and analyze financial reports. It is also the 
responsibility of the treasurer to propose ideas to improve the organization’s financial 
status. If the board has a finance committee, the treasurer should lead this committee. The 
management team is responsible for providing accurate and timely information to board 
members so they can carry out this duty. 

determining the terms of office and duration of 
mandates
The bylaws specify the terms of office and limits on the length of service for board mem-
bers. Many organizations permit members to have successive terms of office so that there 
is a mix of old and new members. Others impose term limits, prohibiting members from 
serving for a set period of time after finishing a term.

Both these arrangement have positive and negative implications. On the one hand, stag-
gering board members’ departures to avoid a complete turnover of members promotes 
continuity. On the other hand, lack of term limits can lead to boards that are lethargic, 
disconnected, and uninspired. Term limits are a way of keeping the board fresh and com-
mitment levels high. Each CSO must decide how to balance these factors in light of its 
own needs and characteristics. 

organizing and working on board committees
In small start-up organizations where the board is too small to divide into committees, 
members will conduct their work in full board meetings. As CSOs and their boards grow 
larger, establishing board committees will help get the work done. These committees can 

BOX 8.  Responsibilities of the Board Chair or President

The far-reaching responsibilities of the board chair include that he or she:

■■ leads the board to fulfill all its responsibilities;

■■ plans and leads regular board meetings and calls special meetings if necessary, 
with the support of the CEO;

■■ prepares the agenda for board meetings with the support of the secretary and CEO; 

■■ structures board committees and reviews summaries of committee meetings;

■■ works with the CEO, staff, and board to define the organization’s mission and 
policies;

■■ works with the governance committee to recruit new board members;

■■ works with the finance committee to oversee the budget;

■■ works with the program committee on organizational services and programs;

■■ guides the work of the board to raise funds for the organization;

■■ sees that board members and the CEO carry out all board resolutions; 

■■ oversees the selection, performance evaluation, and compensation of the CEO;

■■ oversees efforts, including periodic self-assessment, to make sure the board  
is strong;

■■ promotes the work of the organization and acts as a spokesperson for the board.
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wrestle with the key issues confronting the organization and develop recommendations 
for the full board. Full meetings of the board are used to review the work done in the com-
mittees and make final decisions concerning this work. Most boards have at least three 
basic committees: an executive committee, finance committee, and governance commit-
tee, as described in Table 5.

Depending on the size of the board, other committees might be formed when there is a 
specific need, for example a recruitment committee when the organization seeks a new 
CEO, a strategic planning committee when the organization is updating the strategic plan, 
or a program committee to help management review the organization’s programs and ser-
vices. Other special committees that can be formed are a development committee, public 
affairs committee, and personnel committee. 

It is important that some members of the CSO’s management team participate in commit-
tees that pertain to their work. For example, the CEO and chief financial officer should sit 
on the finance committee, the human resource director on the human resource commit-
tee, and relevant technical staff on the program committee.

TABLE 5.  Roles and Responsibilities of Board Committees

Committee Responsibilities

Executive Committee 
Composed of the board officers and 
chairs of various committees

Helps make key decisions and solve problems 
between regularly scheduled board meetings

Finance Committee 
Composed of people with financial 
knowledge 

Monitors budgets, revenue, and expenditures; 
advises the board regarding approval of overall 
budget and capital expenditures

Development Committee 
Composed of people with 
experience in fund-raising

Creates development strategy for the organization 
and assists staff with fund-raising 

Governance Committee 
Composed of people with 
experience working with boards

Trains board members in their work and the work 
of the organization; identifies potential board 
members; oversees self-assessments of the board’s 
performance

Human Resource Committee 
Composed of people with 
experience with human resource 
processes and policies

Makes sure that human resource (HR) policies are 
followed and that staff have recourse to the board 
for resolution of HR issues; promotes accountability 
and transparency in the HR function

Public Affairs Committee 
Composed of people with 
experience in marketing 

Helps promote the organization’s programs and 
services to the public

Program Committee 
Composed of people with 
experience related to the 
organization’s area of expertise 

Assists in reviewing current programs and analyzing 
and proposing new programs 
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the composition of the board
How many people should serve on the board? The size and composition of a board 
of directors will vary, depending on its purpose and the scope and types of activities it 
will undertake. Generally, the smaller the board size, the more efficient its operations 
and decision-making will be. For small CSOs, five board members may be ideal. As the 
organization grows, the size of the board should increase. Other areas of expertise will be 
needed, the board should reflect the organization’s widened base, and greater community 
representation will be advantageous.

How to identify the right people to serve on the board. The best boards are composed 
of committed people of integrity who have communication and interpersonal skills and 
are willing to learn together. Those who select board members should look first for posi-
tive values and attitudes, then for a variety of skills and experiences so that together board 
members can provide all the knowledge and experience the organization needs. 

A board should reflect the diversity of the population that the CSO serves. Ideally, 
the board’s composition should be balanced with people who are skilled at fund-raising 
and marketing, understand the population and its needs, and can support the programs 
and services of the organizations. Table 6 provides a set of questions you can use to check 
if a potential candidate is appropriate to serve on your board.

TABLE 6.  Criteria for Selecting Board Members

Integrity ■■ Does the individual exemplify high ethical standards in 
his or her personal and business life?

Commitment ■■ Will the person remain committed to the organization 
and board over the long term? 

■■ Can the individual devote adequate time to serving on the 
board? 

■■ Is the person willing to advocate for the organization and 
raise funds?

Willingness to learn ■■ Is the candidate receptive to learning and being trained 
about the organization and about board responsibilities?

Personal skills ■■ Does the candidate listen well? 

■■ Does she or he have the ability to engage in meaningful 
dialogue and come to agreement? 

■■ Does she or he think strategically?

Experience ■■ Does the person have experience and knowledge that can 
be useful in guiding the CSO?

Technical skills ■■ What talents does the person bring to the board? 

■■ Do his or her skills complement the skills of other board 
members? 

■■ Do his or her skills fill any existing gaps in board 
members’ skills?

Achievements ■■ Has the individual been highly successful in other public 
service activities, business, or a profession?
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The Manager offers more information about selecting board members and 
a sample chart that can be used to analyze the characteristics, skills, and 
experience of current and prospective board members.

job descriptions for board members
Increasingly, organizations are using job descriptions to recruit and orient new members 
and to evaluate current board members. Job descriptions for all board members should 
state the basic requirements for membership, including the kind of commitment and 
support required and the conduct expected. The job descriptions should include roles, 
responsibilities, performance objectives, duration of the term of service, and, as seen in 
Box 9, the activities in which the board member will be asked to participate.

The officers of the board—the chair, vice chair, secretary, and treasurer—should have 
specific job descriptions. 

BOX 9.  Sample Job Description for a Board Member

Requirements

■■ Serve for two years

■■ Endorse and support the organization’s mission, values, and strategy

■■ Understand, respect, and comply with the organization’s bylaws

■■ Actively participate in board meetings, having prepared before the meeting by 
reading the information and background material necessary to make decisions

■■ Notify the board president or other designated person in advance when unable to 
attend a regular meeting

■■ Avoid involvement in activities that could result in a conflict of interest

Functional Responsibilities

■■ Participate in planning, monitoring, and evaluating organizational goals using the 
planning process adopted by the board

■■ Participate in periodic evaluation and revision of the organization’s policies

■■ Analyze the annual budget and subsequent revisions and participate in decision-
making, as recommended by the finance committee (or equivalent)

■■ Review the annual audit summary and management letter prepared by the 
independent auditor selected by the board

■■ Reflect and vote on legal, contractual, and policy issues that affect the organization

■■ Participate actively in the public affairs efforts of the organization

■■ Participate actively in the fund-raising activities of the organization

■■ Participate in the hiring of the CEO, as needed

■■ Make sure the CEO receives an annual written evaluation 

■■ Share comments or recommendations with the CEO about the performance or 
behavior of staff

www.msh.org/resource-center/health-systems-in-action.cfm
http://erc.msh.org/TheManager/English/V3_N5_En_Supp.pdf


3.  Promoting Good Governance in Public and Private Health Organizations	 3:29

© 2010 management sciences for health	 Health Systems in Action

The functioning of the board

Many CSOs are facing difficult times due to a variety of external pressures. At the same 
time, there might be increased opportunities to secure support and funding for organiza-
tions that meet donors’ criteria for effectiveness and transparency. Boards of directors can 
make a major contribution to their CSOs’ ability to meet these criteria.

As volunteers, board members often have limited time to dedicate to board activities, 
especially if they have extensive professional or personal responsibilities. Therefore, it is 
very important that they have a clear understanding of their duties and responsibilities 
and can organize and conduct board and board committee meetings effectively. This will 
allow them to focus on key issues and make timely decisions so that the organization can 
continue to perform its tasks efficiently and effectively. 

defining board priorities
At the beginning of the year, the board should draw on several leadership and manage-
ment practices to develop a work program that takes into account its main responsibilities. 
As board members plan the year’s activities, they will need to discriminate among many 
activities and demands and focus on those that are most critical to the CSO’s mission and 
goals. 

Stephen Covey (2004, p. 215) classifies activities as “urgent” or “not urgent,” and “impor-
tant” or “not important.” (See the Managers Who Lead Toolkit, pp. 213–215.) He points 
out that boards should focus on important but not yet urgent activities that involve prepa-
ration, investment, prevention, planning, gaining knowledge, and building relationships. 
Dealing with these issues should be the priority at board meetings. 

All too often, boards devote themselves to important activities that are also urgent, which 
Covey considers crises or problems that can consume all the board’s time and energy. 
When the board focuses on these activities, other important issues that are not urgent go 
unattended, their complexity increases, and after a while they become crises, too. 

If the board invests time in the important but not urgent activities by scanning the envi-
ronment for opportunities and threats, anticipating future needs, and helping to prepare 
the management team and staff for change, the CSO will be prepared to face challenges. 
Spending appropriate time on these activities will help the CSO deliver high-quality ser-
vices, control costs, and retain employees. 

Effective boards identify activities that are not important or those that should be delegated 
to the management of the CSO. Ineffective boards often use precious time and energy 
dealing with unimportant events that distract them from their duties. They may spend a 
great deal of time discussing matters that are already resolved or that have no solution and 
carrying out activities that should fall to the management team. For example, if a clinic is 
not serving its clients because the director is incompetent or dishonest, this is an impor-
tant and urgent issue for the CEO. The board’s responsibility is not to deal directly with 
the clinic’s director but to provide counsel to the CEO and develop policies to prevent a 
similar situation in the future. 

http://www.msh.org/resource-center/managers-who-lead.cfm
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orientation for new board members 
Once they have been recruited based on the criteria in Table 6 and appointed to the 
board, new board members should be introduced to the management, staff, and facilities 
and oriented to the major issues facing the organization. They should also learn about 
the responsibilities of the board and the roles of the board members in carrying out those 
responsibilities. 

Existing board members should work with the CEO to develop a plan to orient all new 
members to the workings of the CSO, to the board’s role and responsibilities, and to ad-
ministrative matters. The orientation should also address the general health of the organi-
zation—information about its financial condition alone will not prepare board members 
to make appropriate strategic decisions. Many factors affect the financial condition and 
general functioning of the organization, so the orientation should help new board mem-
bers gain a global understanding of how the organization operates in the following four 
areas (also shown in Box 10): 

■■ the market, community, and clients
■■ programs, services, and operations
■■ finances
■■ organizational development 

The orientation of new board members can take different forms:

■■ orientation workshops
■■ conferences
■■ tours of facilities
■■ visits to other organizations with similar activities
■■ reading of documents in a standard information package (see Box 11)

It is important that each new board member devote time and effort to his or her orienta-
tion. Someone who does not have time for orientation will probably not have time to 
devote to the work of the board. It might be preferable to ask such a person to withdraw 
from the board and let someone who has more available time take his or her place.

running board meetings
Board business is usually conducted through three kinds of meetings: regularly scheduled 
meetings; committee meetings; and, when necessary, special meetings. 

■■ Regularly scheduled meetings are generally held once a month in young 
organizations and every two or three months in organizations that are func-
tioning well. These are the meetings at which the CEO presents the financial 
reports for the period that has just ended. 

■■ Committees usually determine how frequently they will meet; the schedule 
will depend on the timing and intensity of the committees’ tasks. 

■■ A board will call a special meeting to deal with an important and urgent issue 
or to take advantage of an unexpected opportunity—perhaps to meet with a 
current or potential donor.
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BOX 10.  Assessing the State of the CSO 

The State of the Market, Community, and Clients

■■ What types of clients/populations does the organization serve? 

■■ Is the CSO’s mission consistent with the needs of the client population? 

■■ Are there any groups of potential clients that the CSO would like to serve— 
or should serve—who are not currently reached by its services? 

■■ Who are the CSO’s competitors?

■■ What significant partnerships does the CSO have with other organizations, 
government entities, communities, and donors?

■■ To what extent do communities participate in decisions that are related to their 
health services?

The State of Programs, Services, and Operations 

■■ What is the organizational structure of the CSO? 

■■ What programs does it offer? 

■■ What services does it provide? 

■■ How effective and efficient is the provision of services? 

■■ What is the quality of the services? 

■■ How is service quality monitored?

■■ What is the level of client satisfaction? 

■■ What is the status of the infrastructure? 

■■ What is the level of technical capacity of service providers?

The State of Finances 

■■ How is the financial health of the CSO? 

■■ What are the operating costs? 

■■ How do these operating costs compare to those of the competition?

■■ What is the CSO’s revenue? 

■■ What are the sources of revenue? 

■■ Is there an operating surplus or deficit? 

■■ Does the CSO have debts?

The State of Organizational Development

■■ What is the level of the organization’s development?* 

■■ What is the work climate like?

■■ What is the level of satisfaction of employees?

■■ Does the CSO have qualified personnel who can be promoted to higher positions? 

■■ How does the CSO plan to fill vacancies, if any?

■■ Does the CSO have a strategic plan?

■■ In what ways has the CSO prepared for the future?

* � You can use the Management and Organizational Sustainability Tool (MOST) to determine the 
organization’s level of development.

http://www.msh.org/resource-center/management-and-organizational-sustainability-tool.cfm
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The quality of board decisions will depend on planning, preparation, and efficient running 
of the meetings. At effective board meetings, the members will: 

■■ receive information;
■■ be consulted about their opinions;
■■ discuss important policy and strategic issues;
■■ make decisions on these important issues;
■■ review or ratify previous decisions.

It is usually the responsibility of the chairperson or board president, with the help of the 
CEO, to plan, organize, and conduct board meetings. For board members to use their time 
effectively, meetings must be well planned and have an agenda. All background informa-
tion necessary to make decisions should be distributed to board members in advance. 
Board members are expected to attend all meetings, having read the supporting documen-
tation beforehand, and to participate actively in discussions and decision-making. 

Box 12 contains points to consider before, during, and after board meetings.

maintaining board transparency and accountability
Accountability is the obligation of any public entity or nonprofit organization 
to answer to a higher authority—popular trust—which is the ultimate source 
of its mandate, of its authority.

(Kearns, cited in D. Kurtz 1995)

The main concern of many CSOs for some time has been the lack of adequate funding. 
The good news is that there is an increasing amount of money available through mecha-
nisms such as the Global Fund to Fight AIDS, Tuberculosis and Malaria and PEPFAR. 
Although there are also more CSOs competing for those funds, some are unable to dem-
onstrate the administrative capacity and transparency required to qualify for funding. 

BOX 11.  Contents of the Orientation Package

Depending on your organization, an orientation package for a new board member might 
include:

■■ articles of incorporation and bylaws of the organization;

■■ job descriptions for all board members;

■■ other policy documents of the board, e.g., rules governing conflicts of interest;

■■ the CSO’s vision, mission statement, and values;

■■ the strategic plan;

■■ the organizational structure;

■■ summary of programs, services, and products;

■■ summary of funding sources;

■■ most recent annual report, including financial statements;

■■ information on the work of board committees.

www.msh.org/resource-center/health-systems-in-action.cfm


3.  Promoting Good Governance in Public and Private Health Organizations	 3:33

© 2010 management sciences for health	 Health Systems in Action

BOX 12.  Planning and Running an Effective Board Meeting

Before the meeting

■■ Develop an annual schedule for regular meetings, preferably to be held on the 
same day of the month, for example on the second Wednesday of every month. 

■■ Develop a list of general issues to be included in the agenda of each regular 
meeting. 

■■ Plan the agenda of the regular monthly meeting, taking into account the 
suggestions of the CEO and board members. 

■■ Provide adequate advance notice of the meeting (or a reminder) and deliver the 
agenda and supporting documents to board members at least one week before the 
meeting. 

During the meeting

■■ Start the meeting on time; verify that there is a quorum.

■■ Read the minutes of the previous meeting and follow up on agreed-upon actions.

■■ Read the agenda and set a limit on the amount of time to discuss each agenda 
item. 

■■ Conduct the meeting in an orderly fashion. Stick to the agenda and avoid getting 
sidetracked on other issues. 

■■ Stimulate an open dialogue to discuss each agenda item, inviting the participation 
of all members. 

■■ Seek to reach agreements by consensus. When this is not possible, facilitate the 
voting process.

■■ Conclude each agenda item by arriving at a decision or conclusion before going on 
to the next item. 

■■ Summarize the discussion on each point, identify the course of action, and assign 
responsibility and a deadline for completing tasks. 

After the meeting

■■ Review the minutes of the meeting prepared by the secretary.

■■ With support from the management team, distribute the minutes, including the 
decisions made, to all participants.

■■ Follow up on agreed-upon actions.
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An important responsibility of the board of directors is helping the CSO meet donor 
requirements by ensuring that the organization is accountable and that the management 
of funds is ethical and transparent. This will make the organization eligible for support of 
projects to address priority health problems. 

Accountability involves being transparent, as seen in Box 13. This means disclosing infor-
mation to clients, donors, and the public about the organization’s mission, the programs  
or activities being carried out to advance the mission, the results obtained, and the use  
of funds.

A real-life example follows that shows how one CSO’s board and management dealt with 
serious governance issues. 

BOX 13. � Ways in Which CSOs Can Achieve Transparency and 
Accountability

■■ Select board members who are recognized as honorable members of the community 
and have no conflicts of interest related to their political or business activities.

■■ Choose some board members with financial expertise.

■■ Adopt a statement of values and code of ethics.

■■ Develop and follow a policy on conflict of interest.

■■ Implement an effective orientation for new board members.

■■ Document the processes of recruiting and selecting new members.

■■ Use meeting minutes to document all decisions made by the board.

■■ Ensure that financial records are honest, complete, up-to-date, available, and 
reviewed by the board.

■■ Conduct an annual audit using outside auditors.

■■ Put policies and procedures in place to establish internal controls (see Chapter 6 of 
this handbook).

■■ Report to partners and donors annually on the organization’s programmatic and 
financial results. 

■■ Produce an annual report and periodic newsletters.

■■ Set up a website to make information publicly available. 
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Transparency and Accountability in Action: A Story from the Field

An International Planned Parenthood Federation (IPPF) affiliate that provided family 
planning services faced several governance challenges because of the nature of its 
board and the assembly of members from which the board was selected. The assembly, 
which once represented different sectors and professions, had become a closed circle of 
physicians, and the turnover of board members was very low.

Some members of the board were using their positions for personal benefit. The chair 
of the board wanted to sell the organization a property on which it would build a clinic, 
but without considering the best price or the location of the property. One member 
of the board owned the repair workshop that maintained the organization’s vehicles. 
Another board member provided training to the clinics based on his own assessment of 
deficiencies. The board approved a large acquisition of contraceptives that were close to 
their expiration date and would have to be discarded at a huge loss to the organization. 
All these actions involved conflicts of interest, and there were suspicions that corruption 
was involved in the procurements.

When a new CEO was hired, he was very concerned about these irregularities and 
determined to end illegal transactions. When the time to change board members 
came, the CEO found an ally in the new chair, a woman who was very committed to 
the organization and aware of the bad practices. With two more members of the board 
as allies, she started an investigation to clarify the procurement of contraceptives. 
The investigation produced a conflict that divided the board and the assembly into 
two camps. Each side tried to incriminate the other or return to the status quo, when 
conflicts of interest were not addressed.

At the same time, the new chair and the CEO developed a strategy to change the 
composition of the assembly so that in upcoming elections new people could join the 
board and the destructive practices could be eradicated. Following the IPPF’s regulations, 
the chair and the CEO gained approval from the board to open the registration of new 
assembly members to include more women and young people. Using this strategy, they 
increased the number of assembly associates from 20 to 45 and verified that the new 
members were honest and committed. 

In addition to investigating the cases of abuse, the IPPF affiliate selected a new board 
and removed some former members from the assembly. From this point forward, abuses 
were not tolerated.
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Good governance policies for boards

Establishing board policies and overseeing compliance with them is one way that boards 
regulate their own activities and bring about effectiveness and transparency. These policies 
generally expand on the regulations contained in the bylaws of the CSO, provide further 
details and explanations, and address compliance issues. 

Boards generally have policies pertaining to:

■■ conflict of interest
■■ confidentiality and use of information
■■ meeting attendance
■■ terms of office
■■ compensation

conflict of interest policy
Board members are expected to make responsible, informed decisions that serve the 
interests of the organization. This decision-making process may be affected if the board 
member has personal interests that compete with the interests of the organization, as we 
saw in the real-life example of an IPPF affiliate. Effective boards develop and rigorously 
adhere to policies to prevent conflicts of interest. Box 14 is an example of a conflict of 
interest policy.

confidentiality and use of information policy

A use of information policy must be developed and implemented to protect the organiza-
tion’s strategic and sensitive information. This policy is closely linked to the conflict of 
interest policy, because board members whose personal interests conflict with those of the 
organization should not have access to strategic information. Box 15 offers examples of a 
confidentiality and use of information policy.

meeting attendance policy
A common problem of boards is the absenteeism of members at both regular and special 
meetings. The voluntary nature of member participation and the fact that boards are gen-
erally composed of people with high social status and experience often stand in the way of 
full member participation. 

A quorum is usually defined as the majority of members. When a quorum is lacking, criti-
cal decisions might have to be postponed, to the detriment of the smooth functioning of the 
CSO. A clear meeting attendance policy, as seen in Box 16, can help avoid this problem. 

term of office policy
It is not advisable to have the same board composition for extended periods of time; 
CSOs thrive by bringing in new talent and perspectives. However, continuously modify-
ing the composition of the board is disruptive, because it takes time for new members to 
become familiar with the functioning of the board and the workings of the organization. 
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BOX 14.  Sample Conflict of Interest Policy

■■ When they complete an application form, all prospective board members must state 
the organizations or businesses to which they are connected and the interests they 
have in them, particularly if there are any potential conflicts of interest. 

■■ If there is a serious conflict of interest, the person cannot serve on the board. For 
example, a serious conflict of interest exists when the person owns or holds a 
management position in a competing organization or is a paid staff person in the 
organization for which he or she wishes to serve as a board member.

■■ When a board is going to make a decision about the purchase of goods or services 
during a board meeting, members are asked at the beginning of the meeting if such a 
decision could give rise to a conflict of interest. 

■■ When a board is making a decision that could affect the private interests of a board 
member, he or she should abstain from participating in the discussion and voting.

■■ In general, board members and their close relatives should not sell to, buy from, or 
trade with the organization.

■■ Board members are expected to adhere to a transparent process in selecting and 
hiring employees. They may not participate in the selection process when relatives, 
friends, or acquaintances are applying.

BOX 15.  Sample Confidentiality and Use of Information Policy

The following points are worth considering for a confidentiality and use of information 
policy.

■■ Board members should have access to all the CSO’s information, including 
financial statements and strategy documents.

■■ Board members cannot disclose either the organization’s confidential information 
or the decisions made at board meetings unless the board agrees to release 
specific information in a particular instance. 

■■ At the beginning of their term of office, all board members must sign a 
confidentiality agreement that covers all information handled by the board.

■■ Board members are not allowed to use the organization’s confidential information 
for their own benefit. 

■■ The official spokesperson of the board is the board president. No other board 
member is authorized to speak on behalf of the board unless explicitly instructed 
to do so. 

■■ Failure to comply with the confidentiality policy will result in termination of board 
membership.
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Staggering the terms of office to avoid a complete turnover of members is one way to 
promote the continuity of the board while finding new members. See the sample policy 
on terms of office in Box 17.

compensation policy
CSO board members serve voluntarily. Conflicts of interest could arise if they are com-
pensated financially for some service or product that the board has recommended. For 
example, board members might identify the need to train staff in customer service, and 
a board member then offers to provide paid training. This is clearly a conflict of interest, 
because the person who participates in the decision also stands to gain from it financially.

BOX 17.  Sample Policy on Terms of Office

■■ Board members are elected to serve a two-year term and may be re-elected for one 
additional two-year period. 

■■ Terms of office are staggered so that no more than one-half of the members are 
replaced in any one election. 

■■ Board officers serve staggered two-year terms. The chair and treasurer are chosen in 
one election and the vice chair and secretary in the following election.

■■ If someone resigns or is removed from the board before completing the term of office, 
a special meeting will be held to appoint a successor. 

BOX 16.  Meeting Attendance Policy

Low attendance at board meetings is a common problem, but a good attendance policy 
can help.

■■ Board members must attend at least 80 percent of the regular board meetings in 
any calendar year. A schedule of meetings will be distributed to and signed by 
board members at the beginning of each year. 

■■ Board members who are unable to attend a meeting must notify the chair or 
person in charge of attendance before the meeting. 

■■ After three unannounced absences, the chair will request a letter of resignation 
from the member.

■■ After three notified absences, the chair will request an explanation from the 
member, who will also be asked to reconsider his or her continued board 
membership. 

■■ Only duly nominated member substitutes may act as board member 
representatives. 

■■ The quorum must be met to open the meeting and hold a vote. The CEO does not 
have the right to vote and cannot be counted in the quorum.

■■ Observers and guests are not allowed to participate in discussions or voting and 
will be seated apart from the board, i.e., not at the conference table at which the 
board is seated. 
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The compensation policy should ensure that board members are reimbursed for expenses 
they incur while working for the CSO, including travel expenses. This will help ensure 
that board members come from a variety of geographic locations, not just the city where 
the CSO is headquartered. In addition, by removing any financial burden related to work-
ing on the board, the board membership will be more likely to include multiple sectors of 
civil society and represent a range of stakeholders. See Box 18 for items that might appear 
in a compensation policy.

Common board challenges and how to deal with them

As you can see from the examples in this chapter, boards can face a host of challenges that 
range from being weak, unproductive, and largely ceremonial to being too deeply involved 
and taking over the CEO’s responsibilities and interfering with the administration of the 
organization. In Table 7, we describe six of the most common challenges faced by boards 
and suggest strategies to deal with them.

With health challenges growing every day, donors are seeking governmental programs, 
multisectoral partnerships, and CSOs with which they can partner to address health 
needs. Strong governance is crucial to this effort, and potential donors require it. By advo-
cating for and implementing the proven practices in this chapter, you, as a manager of a 
health program or health service, can make a difference in bringing about good gover-
nance where you work.

If you want to learn more and exchange ideas and resources about boards, please 
visit the Global Forum on NGO Governance.

BOX 18.  Sample Compensation Policy

■■ Board members do not receive financial compensation. 

■■ Board members are reimbursed for their travel expenses to attend board meetings 
and board committee meetings, based on the per diem payments for CSO executives. 

■■ The board must authorize, in advance, reimbursement for other expenses, such as 
those incurred while representing the board at conferences or for site visits.

http://ngoboards.org
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TABLE 7.  Common Board Challenges and How to Address Them

Challenge Description of the Challenge Solution

Lack of experience Board members have a poor 
understanding of the organization, 
lack experience in reviewing financial 
and programmatic reports, and/or 
do not fully understand their roles. 
The board intervenes as little as 
possible in defining the direction of the 
organization or makes inappropriate 
decisions. 

Educate both new and old board 
members about their roles and 
responsibilities. Provide information 
about the organization’s programs 
and guidelines for reviewing financial 
reports.

Interference with 
management tasks

Committed, well-meaning board 
members misinterpret their roles and 
try to interfere with the decisions 
made by the CEO and other senior 
managers. They question how business 
is conducted and constantly suggest 
changes.

During orientation, clearly define board 
members’ roles and their relationship 
with professional staff, especially 
with the CEO and management team. 
Distribute written guidelines for this 
relationship. Careful oversight on the 
part of the board chair should help 
address this challenge.

Lack of 
commitment

Board members were selected without 
consideration of their availability and 
do not clearly understand the time 
commitment involved.

Carefully select board members, 
providing potential candidates with 
detailed information about their 
duties and required time commitment. 
Develop and implement a meeting 
attendance policy.

Power struggles Board members have hidden agendas 
or previous relationships with other 
members that reduce their objectivity 
or promote unproductive conflict 
among members. 

Establish a diversified board that 
makes decisions objectively, based on 
evidence, and is not unduly influenced 
by external pressures. The board 
chair should be alert to inappropriate 
alliances or conflicts and address them 
as soon as they appear.

Conflicts of interest Members seek some type of financial 
gain from their service on the board by 
providing paid services, selling services 
through friends or acquaintances, 
or expecting and demanding 
other perquisites (e.g., use of the 
organization’s vehicles, paid trips, 
lavish meals). Board members serve on 
the staff of a competing organization 
and thus have divided loyalties.

Develop, implement, and strictly 
enforce an explicit and comprehensive 
conflict of interest policy.

Too long a term  
of office

Boards may become lethargic, 
disconnected, and uninspired. 
Although they are ineffective, board 
members are reluctant to leave the 
board because they are founders, think 
they are indispensable, or want to 
retain the prestige of serving on the 
board. 

Develop, implement, and enforce an 
office term limit and requirements for 
continuing service on the board. For 
continuity, however, do not replace the 
majority of the board members at one 
time. 
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Proven practices

For good governance in the public sector:

■■ Your organization must have access to information and the capacity to use 
that information to develop, implement, and monitor policies and regula-
tions as well as functional planning processes.

■■ A broad range of stakeholders should be involved in planning and monitor-
ing health sector activities.

■■ Clear rules and watchdog organizations can help guarantee the account-
ability and transparency of health service providers and managers. They can 
also direct and oversee the safety, quality, and effectiveness of health service 
delivery. 

■■ Good governance in decentralized settings offers authorities at lower levels 
the opportunity—and the challenge—that goes with incorporating the 
essential dimensions of good governance into their responsibilities. Manag-
ers of newly implemented decentralization can take several steps to distrib-
ute new responsibilities and incorporate new skills and behaviors at different 
levels of the system (see Table 2).

■■ Governance is extremely challenging in conflict-affected countries. The 
more critical the situation, the more essential it is to establish rules, pro-
cesses, and systems to face and overcome the negative effects of the crisis 
(see Table 3).

If you manage a CSO:

■■ A key success factor for good governance is a strong board and a clear divi-
sion of responsibilities and functional decision-making processes between 
the board of directors and the management team.

■■ CSOs should have clear rules and processes to assure transparency and 
accountability in the use of funds.

Glossary of governance terms

articles of incorporation: Legal documents, filed with the appropriate agency, that estab-
lish a CSO, provide basic information about it, and specify its purpose.

bylaws: Documents that set out the rules under which the governing body—often a 
board of directors—of the CSO operates.

civil society organization (CSO): A nongovernmental and nonprofit organization with a 
presence in public life that expresses the interests and values of its members or others, 
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based on ethical, cultural, political, scientific, religious, or philanthropic considerations. 
CSOs advance the collective or public good and include community groups, labor 
unions, indigenous groups, charitable organizations, faith-based organizations, profes-
sional associations, and foundations.

decentralization: Within national health systems, the transfer of political, financial, and 
administrative power from central control to regional and local authorities.

good governance in CSOs: A transparent decision-making process in which the leader-
ship of a nonprofit organization, in an effective and accountable way, directs resources 
and exercises power on the basis of shared values.

good governance in the public sector: Competently directing health system resources, 
performance, and stakeholder participation toward the goal of saving lives and doing so 
in ways that are open, transparent, accountable, equitable, and responsive to the needs 
of the people. 

multisectoral: Including institutions from all segments—public, private, voluntary and 
faith based—and, importantly, local communities. 

multisectoral agencies: Organizations that draw from many sectors to address specific 
diseases and health systems. Examples follow.

■■ Global Alliance for Vaccines and Immunization
■■ Global Fund to Fight AIDS, Tuberculosis and Malaria.
■■ President’s Emergency Plan for AIDS Relief (PEPFAR)
■■ President’s Malaria Initiative (PMI)
■■ World Bank Multi-Country HIV/AIDS Program
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chapter 4

Planning the Work and Working  
with the Plan

This chapter attempts to simplify planning by introducing 
and defining a range of essential long- and short-term plan-
ning processes that managers of health programs or health 

services should implement. We focus on the primary organizational 
planning process: the development of a strategic plan and its con-
version into an operational plan. 

The chapter sets the stage with a discussion of strategic think-
ing and then covers each phase of the strategic planning process: 
analyzing the organization’s internal and external environments, 
articulating or refining a mission, creating a vision, establishing 
strategic objectives, formulating strategies, and monitoring and 
evaluating results.

These phases are broken down into their fundamental steps, with 
definitions, instructions, and tools to help you and members of 
your planning team understand and apply each step. The chapter 
then addresses the critical link between strategic and operational 
planning and includes supplemental information about budgeting.

Judith B. Seltzer
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Introduction

The challenges faced by today’s health organizations are complex and plentiful—reform 
processes, changing health needs of the population, lack of sufficient resources, new 
sources of funding, and new donor priorities, among others. To address these challenges 
and shape your organization’s future, you and your team must do more than contemplate 
internal and external realities and manage and lead on a daily basis. 

The new pressures require both public-sector and nongovernmental organizations to take 
on the challenge of designing their futures. As a manager of a health program or health 
services, you need to help your organization develop or re-examine its mission and vision 
and renew its commitment to that mission and vision. Once the mission and vision is 
shared by all, you can:

■■ establish strategic objectives that help achieve the mission;
■■ formulate strategies that allow your organization to take advantage of oppor-

tunities;
■■ use existing strengths to continuously adjust to the changing situations in 

the larger environment as well as at the community level. 

These actions will help your organization fulfill its mission and turn its vision into reality. 

Designing the future means making the right decisions today with a vision of tomorrow. 
To achieve this, an orderly process of reflection is important—this is the essence of what is 
known as planning. Planning is a tool that enhances the quality of decisions.

A plan functions like a blueprint: it defines the steps and decision points required to 
achieve a desired result or a larger goal. Although the goal might be, for example, an 
increase in the contraceptive prevalence rate or a reduction in infant deaths, if resources 
cannot be aligned with this goal, it may be necessary to find additional resources or adjust 
the goal to make it more attainable. Good plans, therefore, must be flexible. 

Effective managers use plans as guidelines, rather than as rigid, unchangeable prescrip-
tions. They adjust their plans according to changing circumstances and the results of 
monitoring.

planning with purpose
We plan because the supply of material, financial, and human resources is limited. A care-
fully developed plan is the best way to guarantee that these limited resources are allocated, 
properly used, and accounted for during the prescribed time frame. 

There are two contexts for planning.  In the first, the quantity of resources available might 
be known with considerable accuracy, and the plan guides the maximum possible prog-
ress toward a goal using these available resources. Other times the availability of resources 
may be less clear, and the plan might be created to justify a request for resources to reach 
a stated goal. Whether the plan is developed before or after the allocation of resources, it 
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is intended to ensure the best return on investment, that is, the greatest possible achieve-
ment of results with the available resources. 

Most important, we plan because planning is a cornerstone of managing and leading 
teams to achieve results.

Linking planning to leading and managing for results

How do good management and leadership contribute to strong plans? As Figure 1 shows, 
planning is one of the four key management practices. It uses the organization’s mission 
and vision as the bases for establishing its future direction and channeling its collective 
efforts in the chosen direction. Planning is a fundamental component of management. 

Managers who lead effectively know that planning alone is not enough to achieve desired 
results: they use all the leading and managing practices listed in the framework. Apply-
ing these eight practices consistently leads to strong organizational capacity and health 
services, and, ultimately, lasting improvements in people’s health. 

Plans can and should be developed by groups and by individuals at different levels—
central, provincial, district, facility, and community. Plans can also cover varying time 
periods: every three to five years, one year, a quarter, or a month. The appropriate type and 
timing of the plan depend on the organization’s needs.

The process for strategic and operational planning can be viewed as a continuum made up 
of a series of whats and hows, as depicted in Figure 2. The whats represent the steps in the 
strategic and operational planning continuum; the hows describe the actions needed to 
complete each step.

why some planning does not succeed
We plan every day as individuals, managing our time and resources so we can achieve our 
goals. Still, when we plan at work, as part of an organization and a work team, we some-
times view planning as a meaningless ritual and a management burden—a process that 
consumes valuable time and resources and fails to move us toward the fulfillment of the 
mission and vision.

According to Lers Thisayakorn (2008), a consultant based in Thailand, it is not the prac-
tice or process of planning that fails. Rather it is the implementation of plans that fails. 
We have identified five factors that lead to this failure, some of which can be linked to the 
absence of sound management and leadership practices.

Leaders fail to motivate staff. Plans do not implement themselves; they need to be 
implemented by leaders at all levels of the organization. Implementing a plan requires 
aligning, motivating, and inspiring people, and assuring them that the results are impor-
tant and worthy of their efforts.
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FIGURE 1. L eading and Managing Framework

Leading Managing

scanning

focusing

aligning/mobilizing

inspiring

■ identify client and stakeholder needs and priorities

■ recognize trends, opportunities, and risks that affect 
the organization

■ look for best practices

■ identify staff capacities and constraints

■ know yourself, your staff, and your organization— 
values, strengths, and weaknesses

o r g a n i z a t i o n a l  o u t c o m e
Managers have up-to-date, valid knowledge of their 
clients, and the organization and its context; they know 
how their behavior affects others.

■ articulate the organization’s mission and strategy

■ identify critical challenges

■ link goals with the overall organizational strategy

■ determine key priorities for action

■ create a common picture of desired results

o r g a n i z a t i o n a l  o u t c o m e
The organization’s work is directed by a well-defined 
mission and strategy, and priorities are clear.

■ ensure congruence of values, mission, strategy, 
structure, systems, and daily actions

■ facilitate teamwork

■ unite key stakeholders around an inspiring vision

■ link goals with rewards and recognition

■ enlist stakeholders to commit resources

o r g a n i z a t i o n a l  o u t c o m e
Internal and external stakeholders understand and 
support the organization’s goals and have mobilized 
resources to reach these goals.

■ match deeds to words

■ demonstrate honesty in interactions

■ show trust and confidence in staff, acknowledge the 
contributions of others

■ provide staff with challenges, feedback, and support

■ be a model of creativity, innovation, and learning

o r g a n i z a t i o n a l  o u t c o m e
The organization’s climate is one of continuous learning, 
and staff show commitment, even when setbacks occur.

planning

organizing

implementing

monitoring and evaluating

■ set short-term organizational goals and performance 
objectives

■ develop multiyear and annual plans

■ allocate adequate resources (money, people, and 
materials)

■ anticipate and reduce risks

o r g a n i z a t i o n a l  o u t c o m e
The organization has defined results, assigned 
resources, and developed an operational plan.

■ develop a structure that provides accountability and 
delineates authority

■ ensure that systems for human resource 
management, finance, logistics, quality assurance, 
operations, information, and marketing effectively 
support the plan

■ strengthen work processes to implement the plan

■ align staff capacities with planned activities

o r g a n i z a t i o n a l  o u t c o m e
The organization has functional structures, systems, and 
processes for efficient operations; staff are organized 
and aware of job responsibilities and expectations.

■ integrate systems and coordinate work flow

■ balance competing demands

■ routinely use data for decision-making

■ coordinate activities with other programs and sectors

■ adjust plans and resources as circumstances change

o r g a n i z a t i o n a l  o u t c o m e
Activities are carried out efficiently, effectively, and 
responsively.

■ monitor and reflect on progress against plans

■ provide feedback

■ identify needed changes

■ improve work processes, procedures, and tools

o r g a n i z a t i o n a l  o u t c o m e
The organization continuously updates information 
about the status of achievements and results, and 
applies ongoing learning and knowledge.
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The planning process is static. It is not uncommon for planning to become a routine 
process that starts with great energy and enthusiasm but evolves into a burden, resulting 
in a document that is viewed as an end in itself. This happens when planning is an occa-
sion, unrelated to day-to-day responsibilities and forcing all other business aside. Once 
the plan is completed, normal activities resume and the plan becomes a static document, 
never to be implemented. 

Analysis is stale and myopic. Shu Wei Wong, a prominent strategist and planner, 
asserts that planning is stale or shortsighted when managers focus too firmly on planning 
by numbers and correctly filling in templates (2007). Managers and their planning teams 
need to prepare to plan by scanning the current internal and external environments and 
using this information to project what these environments might look like in the future. In 
other words, they need to anchor the planning process in reliable data. Otherwise, even if 
the plan is implemented, chances are it will be ineffective.

Leaders and managers are not aligned. Great plans are those that are successfully 
implemented and make a major contribution to the fulfillment of an organization’s mis-
sion and vision. This requires that leaders and managers align with the planning process. 

FIGURE 2.  Strategic and Operational Planning Continuum

The Planning Continuum

Analyze the
environment

Scan by conducting a SWOT 
analysis: strengths, weaknesses, 

opportunities, threats

Focus on the purpose 
of the organization;

what you want to achieve

Seek a common vision, 
based on an achievable future

Align broad objectives 
with the mission and vision

Select the best alternatives 
for achieving objectives

and desired results

Select indicators and 
monitor progress

Convert the strategic plan 
into an annual operational plan

What? How?

Articulate
the mission

Create a
vision

Establish 
strategic

objectives

Formulate
strategies

Measure
implementation

of the plan

Operationalize
the plan
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If they are not aligned, the plan is usually relegated to the back burner, and implementa-
tion is rarely successful.

There is a lack of connection between inputs and intended results. As Stephen 
Covey (2004) contends, it is important to “start with the end in mind.” By understanding 
what results you want to produce and what future you want to create, you can plot the 
steps and actions required to arrive at that destination. Nonetheless, it is not uncommon 
to find plans in which inputs (resources used, such as personnel and equipment) are inad-
equate or inappropriate to the achievement of the desired results.

Types of planning

Planning is the process of mapping a route from point A to point B. There are several 
types of planning that can help you map the best way to reach your goal: strategic plan-
ning, operational planning, and business planning. These types are the most frequently 
used, and they are not mutually exclusive. In brief, the strategic plan establishes the gen-
eral direction and broad goals of the organization over three to five years. The operational 
plan details the activities that will allow the organization to achieve its short-term goals. 
The business plan articulates new ideas or expansion efforts (which are often introduced 
in the strategic plan) and is used to secure funding for their development and launch.

strategic planning
Strategic planning is medium- to long-term planning that involves all the organization’s 
management areas and includes goals, strategic objectives, strategies, and measurable 
results. It focuses on broad and long-lasting issues related to the organization’s long-term 
effectiveness and survival. It asks and answers four questions:

1.	 Where are we now? (situational analysis: strengths, weaknesses, opportuni-
ties, threats)

2.	 Where do we want to go? (mission, vision, strategic objectives)
3.	 How will we get there? (strategies)
4.	 How will we know we are getting there? (measuring implementation, moni-

toring progress)

An organization’s board and management staff are usually responsible for strategic plan-
ning. However, the planning process should include input from all levels of the organi-
zation as well as stakeholders, for example major donors, relevant ministries and other 
government agencies, and beneficiaries of the organization’s services.

operational planning
The operational plan has a shorter time span—usually one year. It must be aligned with 
the strategic plan and define activities and objectives that will contribute in the near future 
to the strategic objectives and strategies in the strategic plan. The operational plan is more 
detailed than a strategic plan; it is often referred to as the annual work plan. 
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business planning
Business planning is short- to mid-term planning. It is used to secure funding and make 
projections of the estimated financial and social return from the start-up of an organiza-
tion, formation of a new business unit, or development and introduction of a new product 
or service offered by an established entity. A good business plan enables an organization 
to assess the viability of all its products and services and the resources required to launch 
new products and services.

planning for all occasions
This chapter emphasizes the link between strategic and operational plans. Because strate-
gic plans define relatively ambitious goals, objectives, and strategies that are fundamental 
to the life and growth of an organization, they are often used to justify the allocation of 
resources. Strategic plans should be reviewed every year and operational plans aligned 
accordingly. 

Thinking strategically as a basis for planning

Because planning is about making the desired future, or your organization’s vision, a 
reality, the decisions you make as a manager or service provider will have an impact on 
the future of your organization and of the communities it serves. Making such decisions 
means that you and your planning team must think strategically about the interplay 
between what is occurring outside the organization and its effects on the internal work-
ings of the organization. Together, you must scan to discern trends and future challenges, 
so you can best position your organization to respond effectively, and in a sustainable way, 
to a changing environment. 

Strategic thinking promotes the generation of breakthrough ideas, creative concepts that are 
very different from those that have come before. It breaks through old or conventional ways 
of doing things, making it possible for you to serve your clients in dramatically new ways.

When embarking on any kind of a plan, strategic thinking will engender a fresh perspec-
tive on the issues that your organization is trying to address.

Strategic thinking compels you to ask the following questions before you start planning:

■■ What are the needs of the population our organization aims to serve?
■■ Is our organization currently meeting these needs?
■■ In what way could our organization meet needs that are not currently being met?

Asking and answering these questions may yield critical information about gaps in 
your organization’s services; missed market opportunities; ways in which the organi-
zation can extend its reach with minimal incremental costs; and ways in which the 
organization can improve internally to be more efficient and effective. 
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Embarking on the strategic planning process

forming a balanced planning team
In his lectures, Edward B. Roberts of the Sloan School of Management at the Massachu-
setts Institute of Technology describes a high-performing, innovative team as generally 
having members who possess specific characteristics, take on strategic roles, and carry out 
well-defined functions. The team often has a blend of characteristics, and individual mem-
bers play different roles at different times. As the leader of a planning team, you should be 
aware that all these functions are needed for your team to be effective. It is important that 
you try to form a team whose members, as a group, possess all these characteristics, and to 
encourage them to play their roles, contributing in their own way to the team’s work.

Note that although the core planning team will likely remain constant, the team will 
expand, as needed, to include board members and other key staff. Table 1 describes the 
roles, characteristics, and functions of the members of a balanced team.

Even if you have had the opportunity to work on a balanced, innovative team, you know 
that a team requires a lot of encouragement to function well. Working as a team is not 
always easy. Box 1 provides approaches to dealing with the interpersonal issues that plan-
ning teams often encounter.

BOX 1.  Addressing Team Tensions

It is possible for tensions to develop within a team due to the competing demands of 
planning for the future while implementing for today. Often some people are more 
committed than others, and they may well carry the entire burden of the work. These 
issues must be discussed openly among members of the planning team to avoid further 
tension or misgivings. The person in the role of manager needs to pay attention to the 
team’s dynamics—communication, commitment, and engagement—and take action 
when the team is not performing as expected. 

It is especially important for new teams to be aware of group dynamics, given that there 
is a tendency during the first stages of a team’s formation to pay more attention to being 
inclusive and achieving group harmony than to acknowledging and appreciating the 
diversity of thought and experience represented on the team. 

The planning team should not seek technical homogeneity. The team should instead 
embrace the distinct characteristics of team members and use them to stimulate new 
thinking, which is essential to drafting an effective and meaningful plan of any kind.

ww.msh.org/resource-center/health-systems-in-action.cfm


4.  Planning the Work and Working with the Plan	 4:9

© 2010 management sciences for health	 Health Systems in Action

TABLE 1.  A Balanced Team: Roles, Characteristics, and Functions

Roles Characteristics Functions 

The Idea Generator This person has very keen 
technical skills and is 
considered an expert in his 
or her field. He or she likes to 
work on a conceptual level and 
deals well with abstractions. 
This person is considered 
highly innovative and tends to 
prefer working alone. 

You can count on this person 
to solve problems, generate 
breakthrough ideas, and test 
the feasibility of these ideas. 

The Entrepreneur This person has strong 
application skills. He or she 
has a wide range of interests, is 
energetic and determined, and 
enjoys taking risks. 

This person puts into action 
what others propose, sells 
the new idea to others in the 
organization, and secures 
resources. 

The Manager This person focuses on 
decision-making. He or she 
uses the organizational 
structure and systems to 
get things done. This person 
understands how all the 
functions of the organization 
fit together and respects 
procedures and processes. This 
is a manager who is capable of 
leading others.

This person provides the 
team with leadership and 
motivation. He or she 
organizes, coordinates, 
and supervises the team. 
This person sees that the 
planning process moves 
along efficiently and that 
administrative requirements 
and organizational needs are 
met. 

The Networker This person stays informed 
of what is happening inside 
and outside the organization. 
He or she knows what the 
competition is doing, what 
funders are looking for, and 
what clients want.

You can count on this person 
to gather intelligence and relay 
important news to others. 

The Champion This person represents the 
voice of experience. He or she 
is often more senior and offers 
objectivity and experience in 
developing new ideas. 

This person provides access 
to the organization’s power 
base, to get what the team 
needs from other parts of 
the organization and provide 
legitimacy and organizational 
confidence in the plan, ideas, 
and activities it contains. 
Furthermore, this person 
provides guidance to the team 
and helps members develop 
their skills and talents. 
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The first stage of the strategic planning process asks: where are we now? The SWOT 
analysis enables you and your planning team to answer this question by carefully scan-
ning the trends and conditions—internal and external, positive and negative—that can 
impact the ability of your organization to fulfill its mission and build a bright future. The 
SWOT analysis is a tool that helps you identify opportunities and threats (OT) in the 
external environment that are most relevant to your work and the strengths and weak-
nesses (SW) within the organization: the systems, structures, and cultural factors that can 
enhance or obstruct organizational effectiveness. 

You can summarize your findings in the two columns of a SWOT matrix, as demonstrated 
in Table 2. The left-hand column describes the forces that negatively affect the organi-
zation as threats and those that positively affect it as opportunities. In the right-hand 
column, favorable factors are described as organizational strengths and those that nega-
tively affect the organization are described as weaknesses. It is important to use concrete, 
current data and to agree on whether a situation is a positive or negative factor.

See Appendix A for templates for the SWOT matrix and the SWOT matrix with impact 
ratings. 

Once you have classified all the trends and conditions in the external environment as 
opportunities or threats and those within the organization as strengths or weaknesses, you 
can rank each one according to its impact on the organization, as illustrated in Table 3. 
The higher the number, the greater the impact.

TABLE 2. E xample of a Completed SWOT Matrix

External Environment Internal Environment

O
p

p
or

tu
n

it
ie

s USAID is focusing on repositioning 
family planning; therefore, Global 
Fund monies available for TB, 
AIDS, and malaria projects and HIV 
prevention are strongly tied to family 
planning and reproductive health.

S
tr

en
gt

h
s

Coverage of our clients with modern 
methods of contraception increased by 
17% over the last year.

T
h

re
at

s

Reductions in donor funding 
are outpacing efforts to ensure 
contraceptive security.

W
ea

k
n

es
se

s It takes four weeks, on average, 
to restock modern methods of 
contraception at most service delivery 
points; supply is not keeping up with 
current or projected demand.
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In addition to depicting your organization’s current situation, the SWOT analysis helps 
you prepare for the next planning steps, articulating the mission and generating a vision 
of the future.

The results of the SWOT analysis allow you and your organization to gauge where you are 
relative to where you intend to be. They will help you to frame or revise your organiza-
tion’s mission and to create a vision of the future.
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The mission begins the answer to the second strategic planning question: where do we 
want to go? An organization’s mission is its purpose, its reason for being. The mission 
statement describes clearly and concisely why the organization exists. The mission pro-
vides orientation, consistency, and meaning to the organization’s decisions and activities at 
all levels.

Most organizations already have a mission statement, but these statements are often 
neglected or taken for granted by the staff. The statement of the mission is too important 
to be ignored or passed over. If there is no mission statement, one needs to be generated. 
If there is one, it should be re-examined periodically by current staff. For this reason, 
you and your team will benefit from devoting the early stages of the planning process to 
reviewing and, if necessary, revising your organization’s mission statement.

TABLE 3.  SWOT Matrix with Impact Ratings

External Environment Impact Internal Environment Impact
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USAID is focusing on 
repositioning family planning; 
therefore, Global Fund monies 
available for TB, AIDS, and 
malaria projects and HIV 
prevention are strongly 
tied to family planning and 
reproductive health.

4
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s

Coverage of our clients 
with modern methods of 
contraception increased by 
17% over the last year.

3

T
h

re
at

s

Reductions in donor funding 
are outpacing efforts to 
ensure contraceptive security.

3

W
ea

k
n

es
se

s It takes four weeks, on 
average, to restock modern 
methods of contraception at 
most service delivery points; 
supply is not keeping up with 
current or projected demand.

2
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why does an organization need a mission?
Consider the following anecdote:

A man walked by two workers who were cutting stones in scorching heat and 
asked them what they were doing. The first one was annoyed by the interrup-
tion: “As you can see,” he exclaimed, “I’m cutting stones.” The second one, in 
contrast, seemed to be excited by the question. “What I’m doing,” he explained, 
“is carving the foundation of a beautiful cathedral!”

Both workers were doing the same thing, under the same conditions. What was the reason 
for such a different response? The second worker was aware of the reason for doing the 
work, the ultimate purpose. Therefore, he was able to value his contribution to the con-
struction of that beautiful dream. The first one was completely unaware of his contribution. 

The mission is what allows members of an organization to clearly understand why they 
are doing the work. Only when health workers are aware of the organizational mission, or 
ultimate purpose, will they fully understand the meaning and the value of their efforts. 

constructing the mission statement step-by-step
To construct or revise a mission statement, the board of directors and managers and their 
teams must carefully scan the internal and external environments before answering four 
basic questions: (1) What do we do? (2) Whom do we serve? (3) How do we do it? and (4) 
Why do we do it? We discuss each question below and highlight the segment of a sample 
mission statement that answers that question.

1. What do we do? To start articulating or refining the mission, it is essential to describe 
the purpose of the organization: what it does or, if it is new, what it will do. To answer this 
question, the planning team must clearly identify and define the needs of the populations 
to be served and specify which of those needs the organization intends to address. 

Our mission is to contribute to reducing the number of unwanted pregnancies 
[the what] by providing uninterrupted access to high-quality, modern methods 
of contraception, so that men and women of reproductive age can control the 
number and spacing of pregnancies.

2. Whom do we serve? The second step is to define the target population. It is important 
to recognize that no organization is large enough to meet the diverse needs of all possible 
users. Therefore, the mission statement should specify which groups within the target 
population are the organization’s priorities.

Our mission is to contribute to reducing the number of unwanted pregnancies 
by providing uninterrupted access to high-quality, modern methods of contra-
ception, so that men and women of reproductive age [the who] can control the 
number and spacing of pregnancies.

3. How do we do it? The answer to this question describes the means, resources, or strat-
egies by which the organization intends to reach its goals. 
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Our mission is to contribute to reducing the number of unwanted pregnancies 
by providing uninterrupted access to high-quality, modern methods of contra-
ception [the how], so that men and women of reproductive age can control the 
number and spacing of pregnancies.

4. Why do we do it? The last question explores the basic reasons behind the organiza-
tion’s decision to do what it does. The answer generally describes a response to a broad 
social problem.

Our mission is to contribute to reducing the number of unwanted pregnancies 
by providing uninterrupted access to high-quality, modern methods of contra-
ception, so that men and women of reproductive age can control the number 
and spacing of pregnancies [the why].

A well-framed mission will guide your organization’s work over the long term and inspire 
your staff. You and your team will want to take the time to refine the language, asking for 
the opinions of staff who know the organization well. With their input, the mission will 
truly represent the what, whom, how, and why that your organization is about. Then you 
can finalize and disseminate the mission statement to staff and board members, those who 
are served by the organization, and the general public. 

Box 2 provides two examples of compelling mission statements, one drafted by a local 
family planning organization and one from an international AIDS organization.

BOX 2. E xamples of Mission Statements

PROFAMILIA, Nicaragua: Profamilia is a nongovernmental organization 
that contributes to improving the health of the Nicaraguan family, 
emphasizing sexual and reproductive health, through projects, 
programs, and educational research and integrated health care services 
with quality and warmth, and accessible prices.

�The International AIDS Alliance: The Alliance strives to 
support communities to reduce the spread of HIV and to 
meet the challenges of AIDS. The Alliance works to prevent 
HIV infection; improve access to HIV treatment, care and 
support; and lessen the impact of HIV and AIDS worldwide, 
particularly among the most vulnerable and marginalized.
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When the planning team is clear about current strengths, weaknesses, opportunities, and 
threats and the fundamental purpose of your organization, you will continue by ask-
ing: where are we going? You are now ready to take on the challenge of constructing the 
desired future. It is the moment to dream, to decide what your organization wants to be in 
the future and how it wants to be viewed by the outside world. 

The vision is like a guiding star. It fosters a shared commitment to the future you want 
to create and to the principles and values with which you expect to achieve them. It is a 
powerful picture of a desired state that provides a broad perspective and inspiration to 
keep working, overcome obstacles, and struggle to achieve results. The vision guides and 
focuses the organization’s efforts and helps to align, inspire, motivate, and secure the com-
mitment of each working group and individual within the organization.

creating a shared vision
Some people think that the vision must come from the organization’s upper levels. Experi-
ence has shown, however, that a vision is more powerful when a larger number of people 
from various organizational levels develop it together. People commonly support what 
they help create, so a vision will be most effective if it is developed and owned by those 
whose work contributes to reaching it.

Depending on the level at which your planning team operates within the organization, 
you will want to include key actors from every work group in the process of developing 
the shared vision. Box 3 gives four examples of how people who study organizational 
planning describe visions.

BOX 3.  What Experts Say about Vision

■■ According to Karl Albrecht (1994), the vision is the shared image of what we want our 
organization to be or to become.

■■ Burt Nanus (1986) says, “the vision is a realistic, believable, and attractive future for 
your organization…. such a motivating idea that it promotes the necessary skills, 
talents, and resources to make it happen and points out the way we intend to follow.”

■■ For Jay Conger (2000), the vision is a mental image that represents a desirable future 
state, ideal, or dream with a vast scope.

■■ For Warren Blank (2001), it is similar to a wide-angle lens of awareness with a broad 
scope that allows people to investigate the future and encompass broad possibilities.
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constructing the vision step-by-step
The development of the vision draws on the strategic thinking that brought new infor-
mation and insights to the planning process. The vision refers to the needs of the target 
population and the commitment made to meet them, as described in the mission. 

An effective vision for your organization will be tangible and descriptive—an image of the 
future that people can easily visualize. It will be compelling and inspiring—a powerful call 
to action. It should be challenging enough to demand the best efforts of everyone in the 
organization, but it must also be achievable so that people will work toward it.

In constructing the vision, you and your planning team should follow four steps:

Step 1. Keep the big picture in mind. Refer to your organization’s mission and the popula-
tion you are supposed to serve so that the vision aligns with the mission. 

Step 2. Answer the following questions:

■■ What will our organization look like in three to five years?
■■ What aspects of the mission will we have achieved and in what areas will we 

excel?
■■ What will make us most proud? (e.g., the health status of our beneficiaries, 

the quality of our services, the commitment and creativity of our staff, the 
financial stability of our organization).

■■ What values do we uphold, and how will they be reflected in our services 
and the way we run our organization?

Write down the answers to each of these questions and come to a consensus within your 
team.

Step 3. Look at your organization through the eyes of your target population, beneficia-
ries, donors, partners, collaborators, competitors, and society in general. For each of these 
groups, ask:

■■ How do we want these groups to see our organization in three to five years?
■■ What will they say about our services?
■■ What will they say about our staff?
■■ What will they say about our reputation in their communities?

Write down the answers to these questions and come to a consensus within your team.

Step 4. Translate these ideas into a few sentences that describe the desired future in a 
concrete manner, as seen in the example below:

We are widely recognized as the leading provider of easy and uninterrupted 
access to high-quality, modern methods of contraception. Our services allow 
thousands of men and women of reproductive age to determine the number 
and spacing of their pregnancies. 

Visions are often stated in the present tense, but the examples in Box 4 show that this is 
not a hard and fast rule. 
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After you have completed Steps 1–4 and drafted the vision, invite a larger group of col-
leagues, in addition to the members of the planning team, to a visioning meeting. Gather-
ing input from a group composed of people from different areas and levels will increase 
the likelihood of constructing a vision that is motivational to all. This larger group will 
benefit from reviewing examples from comparable organizations. 

Once the organizational mission and vision are clear—that is, you know who you are, 
where you are, and where you want to go—you can celebrate the achievement and share 
it at all levels of the organization. The next step in the planning process is to contemplate 
how you are going to fulfill that destiny. This is where an organization’s strategic objectives 
come into play.

Establishing strategic objectives
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The final answer to where are we going lies in the objectives—the desired results—that 
will help to transform your organization’s mission and vision into actionable, measurable 
pursuits. Objectives set the course for management decisions and become the criteria 
against which it is possible to measure achievements.

If they are to serve their purpose, objectives must be SMART: 

	 S	= Specific
	 M	= Measurable
	 A	= Appropriate to the scope of activities
	 R	= Realistic within the allotted time
	 T	= Time bound, with a specific date for completion

BOX 4. E xamples of Visions

United Way International: To be a global leader in intelligent and 
accountable philanthropy and have an impact in communities 
worldwide.

Care International: CARE International seeks a world of hope, tolerance, 
and social justice, where poverty has been overcome and people live in 
dignity and security. CARE will be known everywhere for our unshakable 
commitment to the dignity of people.

Stop TB Partnership: Our vision is a TB-free world: the first 
children born this millennium will see TB eliminated in 
their lifetimes.

ww.msh.org/resource-center/health-systems-in-action.cfm


4.  Planning the Work and Working with the Plan	 4:17

© 2010 management sciences for health	 Health Systems in Action

Just as the types of planning differ in terms of scope, time period, and level of specificity, 
objectives can fall within a range. Some are broad and long term, the results of organiza-
tional strategies that involve the highest management levels. Others are somewhat shorter 
term and represent the link between the strategic plan and the corresponding operational 
plan. Their scope of action involves working teams or operational units. The shortest-term 
objectives are the desired results of a particular activity or task that falls within the scope 
of a small group or an individual. 

strategic objectives
Strategic objectives are the results the organization intends to achieve in the medium to 
long term. They derive from the organizational vision and are established by the organiza-
tion’s management, in consultation with the heads of various departments or units. They 
should be approved by the board of directors in the case of civil society organizations or 
by a senior management team in the case of a public-sector institution.

Strategic objectives are important because they:

■■ allow the organization’s vision to become a reality;
■■ serve to direct organizational, departmental/unit, and individual plans;
■■ provide orientation on the use of the organization’s resources;
■■ constitute the basis for supervising, monitoring, and evaluating results.

developing strategic objectives step-by-step
Strategic objectives contain the following elements: 

■■ Action: What must be done
■■ Subject: The topic or group the action addresses
■■ Description: The characteristics of the action
■■ Where: The location at which the action will take place
■■ When: By what date the action will be completed
■■ Limits/conditions: The scope or conditions under which the action will be 

implemented
■■ Results: The measurable effect of implementing the action

These elements are organized in the matrix shown in Table 4.

TABLE 4.  Blank Matrix to Develop Strategic Objectives

Action Subject Description Where When
Limits/ 

Conditions

Measurable 
Desired 
Results
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There are three steps to follow when developing strategic objectives, and they require time 
and focus. They are particularly important and useful if the number and scope of actions 
proposed exceed available funding and organizational capacity.

Step 1. Because the strategic objectives allow the vision to become a reality, the vision is 
your starting point. You and your planning team can identify and separate the main topics 
covered in the vision and transform them into SMART strategic objectives.

Look again at our sample vision:

We are widely recognized as the leading provider of easy and uninterrupted 
access to high-quality, modern methods of contraception. Our services allow 
thousands of men and women of reproductive age to determine the number 
and spacing of their pregnancies.

The main topics in the vision are:

■■ Topic 1: Become positioned in the minds of our intended recipients and 
others as the “leading provider” and the best choice when accessing modern 
methods of contraception. 

■■ Topic 2: Make access to modern methods of contraception “easy.”
■■ Topic 3: Make sure that access to modern methods of contraception is 

“uninterrupted.”
■■ Topic 4: Provide “high-quality, modern methods of contraception.”

Step 2. Complete the matrix in Table 4 for these four topics. For each topic, fill in the 
information in all columns: the action to be carried out, its subject, description, location, 
implementation and dates, limits or conditions, and desired measurable result. See Table 5 
for an example of how an organization might spell out these details.

Step 3. Summarize the information you have entered for each topic as a strategic objec-
tive. Write these objectives clearly and check to see that they are SMART: Specific, Mea-
surable, Appropriate, Realistic, and Time bound. For example:

By the end of 2013, the organization must:

■■ position itself in the minds of intended recipients and others as the leading 
provider of easy and uninterrupted access to high-quality, modern methods 
of contraception;

■■ provide regular access to modern methods of contraception in facilities with 
the highest number of men and women of reproductive age in their catch-
ment areas;

■■ have a supply chain that functions optimally to ensure an uninterrupted 
supply of modern methods of contraception;

■■ maintain client satisfaction levels above 95 percent at all organizational 
facilities, especially for clients who are new users of modern methods of 
contraception.

ww.msh.org/resource-center/health-systems-in-action.cfm
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Strategies are statements of what is to be done. By answering the question of how will we 
get there, they define the route by which an organization will achieve its strategic objec-
tives in the medium and long terms. 

There are almost always alternative routes toward the achievement of strategic objectives. 
To find the best strategies for your organization involves considering all possible strategies 
and then choosing one or more that will best contribute to the achievement of the corre-
sponding strategic objectives. Desired measurable results are the “measurable outcomes” 
that will be produced when the strategies are implemented.

To determine which strategies are best suited to helping your organization achieve its 
strategic objectives, consider the questions in Box 5.

To stimulate your thinking about strategies, there is a list of key questions in the “Strate-
gies” column of Table 6.

Questions like these will help you and your planning team identify possible strategies for 
achieving your strategic objectives and desired results. You can then use the criteria in Box 
5 to choose the best alternatives.

BOX 5.  Which Strategies Are Best?

■■ Will the strategy contribute to the achievement of your strategic objectives and 
desired measurable results?

■■ Does the strategy have the potential to make the greatest contribution while using 
the fewest resources?

■■ Can the strategy be implemented, given the resources and context within which you 
work? 

■■ Is the strategy compatible with other strategies selected for the same and other 
strategic objectives?

■■ Will the strategy maximize external opportunities and internal strengths? Will it 
address internal weaknesses and external threats?

ww.msh.org/resource-center/health-systems-in-action.cfm
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TABLE 6.  Matrix to Formulate Strategies to Align with Strategic Objectives

Strategic Objectives
Desired  
Measurable Results Strategies

1 Position the organization’s 
image in the minds of our 
target population as the 
leading provider of easy 
and uninterrupted access 
to high-quality, modern 
methods of contraception

By the end of 2013, 
client survey data will 
demonstrate that over 80% 
of respondents consider 
us the leading provider of 
easy and uninterrupted 
access to high-quality, 
modern methods of 
contraception

What needs to be done to:

■■ be a leading provider?

■■ offer uninterrupted 
access?

2 Offer clients the easiest 
access to modern methods 
of contraception in the 
facilities with the highest 
number of men and 
women of reproductive age 

By the end of 2010, more 
than 75% of our clients will 
indicate that they have 
regular access to modern 
methods of contraception 
through our facilities

What needs to be done to:

■■ determine the facilities 
with the highest 
demand?

■■ facilitate access to our 
high-demand facilities?

3 Have a supply chain that 
functions optimally to 
ensure interrupted supply 
of modern methods of 
contraception

By the end of 2010, 
our supply system 
will conform fully to 
international standards, 
ensuring an uninterrupted 
supply of modern methods 
of contraception

What needs to be done to:

■■ improve the supply 
system?

■■ hire and retain the best 
staff to manage the 
system?

■■ meet international 
standards for a fully 
functional supply 
system?

4 Maintain client satisfaction 
levels above 95% at all 
facilities, especially for 
those clients who are new 
users of modern methods 
of contraception

By the end of 2009, client 
satisfaction levels will be 
above 95% at all facilities, 
especially for those 
clients who are new users 
of modern methods of 
contraception

What needs to be done to:

■■ increase the level of 
client satisfaction?

■■ attract and retain 
new users of 
modern methods of 
contraception?
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Your strategic plan sets a direction and strategies for achieving strategic objectives and 
desired measurable results. It is crucial for you as a manager of a health program or health 
services to monitor and measure whether and how well your organization is carrying out 
its strategies and the extent to which you are achieving your strategic objectives.

The backbone of measurement is results. These may be outputs (the immediate or direct 
product of activities) and outcomes (short-term changes in a beneficiary population as 
a result of activities). The achievement of those outputs and outcomes is determined by 
indicators—measurable markers of change in a condition, capability, quantity, or quality 
over time. The indicators you incorporate into your plan will allow you to regularly moni-
tor progress toward your desired results and to evaluate the actual results achieved. 

selecting indicators
When data on the indicator are collected, recorded, and analyzed, a good indicator makes 
complex concepts readily measurable. A good performance indicator has a number of 
desirable features (WHO 1994). It should be: 

■■ valid: it measures the phenomenon it is intended to measure;
■■ reliable: it produces the same results when used more than once to measure 

the same thing;
■■ precise: it is defined with clear, specific terms;
■■ discrete: it captures a single component or aspect of a more complex result 

(it measures only one thing, not a set of things);
■■ easily understood: both experts and nonexperts can grasp its meaning;
■■ comparable: it avoids narrow or unique definitions whose values would be 

difficult to compare with other results;
■■ feasible to use: it is based on data that are easy and inexpensive to obtain.

Those who analyze data pertaining to results have to be very careful that those results can 
be attributed to the organization’s products, services, or activities. If other factors have 
contributed to the results, it is important to note them in reports.

If you want to closely track progress toward desired measurable results, you can set mile-
stones. Milestones are verifiable markers that confirm that the proper path is being fol-
lowed to carry out the strategy and obtain results. For example, if your desired result is to 
provide modern methods of contraception to 75 percent of your clients, and one strategy 
is to provide up-to-date information to potential clients, a milestone might be the comple-
tion of an accurate determination of the number of women of reproductive age residing 
in your catchment area. Another strategy to achieve this result might be to provide family 
planning services at all facilities; milestones might be confirmation that all facilities have a 
system in place to maintain an adequate supply of high-demand family planning methods.
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Although it is important for inputs (such as human resources) to be in place for processes 
to be carried out as planned and for the immediate outputs (such as the number of new 
family planning users) to be positive, the true value of an activity lies in the outcome (such 
as the contraceptive prevalence rate among the targeted population). If the intervention 
has a positive short- to medium-term outcome—a positive effect on the behavior of the 
target audience—it is likely that, in combination with other interventions, it will contrib-
ute to long-term improvements in health. 

Although you might want to include some other types of indicators, you can concentrate 
on output and outcome indicators to monitor the progress and results of your planned 
interventions. Some examples of persuasive indicators follow. 

If a strategic objective is to improve the health behaviors or health status of the target 
population, you might use outcome indicators to demonstrate: 

■■ changes in health practices; 
■■ changes in health beliefs or attitudes; 
■■ an increase in the level of knowledge of selected health issues. 

If a strategic objective is to improve the target population’s access to health or social ser-
vices, you might use output or outcome indicators to demonstrate: 

■■ increases in the availability of health or social services; 
■■ increases in the number of visits to health or social service establishments; 
■■ decreases in the costs to the user to access health or social services. 

If a strategic objective is to improve the quality of health or social services offered to the 
target population, you can use outcome indicators to demonstrate: 

■■ increases in demand for the products or services offered;
■■ increases in client satisfaction with the products or services offered; 
■■ closer adherence to commonly accepted standards of quality in providing 

these services or products.

TABLE 7.  Blank Results Monitoring Chart

Strategic Objective 1: 

Desired Measurable Result: 

Strategy 1: 

Intermediate 
Result/Milestone

Date of 
Completion Responsible Party Indicator

Means of 
Verification
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You will find more information about outputs, outcomes, and the selection and use of 
indicators in Chapter 8 of this handbook. 

Table 7 offers a format to help you organize and monitor output and outcome indicators 
against the strategic objectives, desired measurable results, and strategies in your plan. You 
and your planning team will want to agree on how often to monitor results and milestones 
in the strategic plan; many organizations find it useful to do so once or twice a year.

At this point, you and your team have completed the strategic planning process and are 
ready to produce the plan itself. This document should be simple, readable, and concrete, 
with a structure that reflects the process. We suggest a structure similar to that presented 
in Box 6.

The written document should be accompanied by a summary visual presentation in a 
table (see sample template in Appendix B).
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When you and your planning team have developed the strategic plan and it has been 
approved and circulated, your organization will be prepared to produce annual opera-
tional plans that will translate strategic objectives and strategies into comprehensive pack-
ages of activities. Operational plans refer to the strategic objectives, desired measurable 
results, and strategies from the strategic plan. You should list selected activities for each 
strategy, and then for each activity specify the elements shown in Figure 3.

BOX 6.  Suggested Structure of the Strategic Plan

■■ Introduction. Briefly explain when and how the planning process took place, which 
concerns or circumstances the plan responds to, who participated, and how the plan 
will be used.

■■ Analysis of the environment. Summarize the internal strengths and weaknesses and 
external opportunities and threats that you identified through the SWOT analysis.

■■ The mission, vision, and strategic objectives. Present the well-written statements 
of these three critical elements and explain how the mission and vision led to the 
strategic objectives.

■■ Strategies. Present the strategies that you propose to use to achieve the results of 
each strategic objective. Write a brief explanation of why each strategy was chosen.

■■ Measuring implementation. Present the Results Monitoring Chart, write a brief 
explanation of the choice of indicators, and describe the process and schedule for 
reviewing the plan.

■■ Conclusion. Add any final comments and point out that annual operational plans will 
be developed on the basis of the strategic plan.
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You will find an operational planning template in Appendix C.

selecting activities
Activities are needed to implement the strategies and achieve the results you have out-
lined in your strategic plan. Activities should be expressed in clear, concrete terms and in 
chronological order, as seen in Table 8.

Each activity listed in an operational plan should be specific enough to allow you to:

■■ assign a cost to it;
■■ cite deliverables to be produced;
■■ identify a result to be achieved;
■■ prepare a schedule for accomplishing it;
■■ define the quality (controlled through routine monitoring of activities);
■■ assign people to oversee implementation and monitoring of activities.

Brainstorming possible activities for each strategy can be one of the most exciting parts 
of planning. It allows you and your team to draw on all your experience and insights to 
propose creative approaches that will bring the strategies to life. 

It is likely that there are many activities that could do the job, and it is equally likely that 
your organization cannot carry out all of them. If the number and scope of possible 
activities exceed available funding and organizational capacity, you can use the Feasibility 
Checklist in Figure 4 and the Activity Selection Decision Tree (see sample in Table 9) to 
help you select the activities that have the greatest chance of being carried out successfully. 

The Feasibility Checklist presents a series of internal and external conditions that are 
criteria for assessing an activity. After you and your team have made an exhaustive activ-
ity list for each strategy, you may find that you can immediately eliminate several activi-
ties because they obviously do not meet some of the criteria. This should leave you with a 
shorter list of promising activities.

When you have a list of promising activities, you can use the Activity Selection Decision 
Tree to discuss each activity and generate its score against the criteria. The activities with 

FIGURE 3.  Components of an Operational Plan

Indicators

Person
Responsible

Resources
Needed

Activities Schedule
Operational Plan 

based on 
Strategic Plan
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TABLE 8.  Sample Matrix to Identify Activities That Correspond to Strategies

Strategic Objectives
Desired  
Measurable Results Strategies Activities

1 Position the 
organization’s image 
in the minds of our 
target population 
as the leading 
provider of easy 
and uninterrupted 
access to high-quality, 
modern methods of 
contraception.

By the end of 2013, 
client survey data will 
demonstrate that over 
80% of respondents 
consider us the leading 
provider of easy 
and uninterrupted 
access to high-quality, 
modern methods of 
contraception.

■■ Determine the 
unmet needs, 
desires, and 
obstacles to access 
of potential family 
planning (FP) 
clients.

■■ Improve tools 
for supply chain 
management.

■■ Position 
organization as 
leading provider of 
modern methods of 
contraception.

■■ Conduct a survey 
of women of 
reproductive age 
to determine FP 
preferences and 
obstacles to access.

■■ Train clinic staff in 
approved method 
of stock control to 
keep contraceptives 
available.

■■ Produce illustrated 
flyer describing 
services and 
featuring quotes 
from satisfied 
clients. 

FIGURE 4.  Feasibility Checklist

Activity

External Conditions

Internal Conditions

Can be accomplished
within a reasonable

time frame

Can be accomplished
with a reasonable

investment of resources

Can be accomplished
with an acceptable level

of recurring costs

Can be carried out
by existing staff

Can be accomplished with
minimal disruption of

other essential activities

Supports the strategy

Is consistent with
organizational policy

and values
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the highest scores are the most likely to be successfully implemented. If several activities 
come up with the same or similar scores, the team can discuss and come to agreement on 
the ones that should be initiated first. 

In Appendix D, you will find a template for the decision tree. You may wish to change or 
add criteria to fit your organization’s circumstances. 

monitoring the operational plan
Many organizations find it essential to monitor operational plans in quarterly reviews; 
some young organizations conduct these reviews every month to be sure that they stay on 
the path to their desired results. Frequent monitoring serves to identify the “triple threat” 
of variables: scheduling delays, budget reductions or overruns, or changes in the scope of 
activities. 

When one of these three variables is threatened, another is impacted. As activities get 
pushed back, the completion of the scope of work is delayed. When the budget is reduced, 
the full scope of activities cannot be implemented. And when the scope is too great for 
the budget, the schedule will not be met until more funds are secured. This destructive 
interaction can be mitigated by tracking activities, budget, and deliverables and making 
adjustments to align the activities to the budget and the deliverables to the schedule. 

Careful tracking often requires breaking each activity down into its discrete tasks. The 
smaller the task, the more closely you can follow your progress and make any necessary 
adjustments. 

A simple monitoring and evaluation plan will enable you to monitor each indicator, as 
seen in Table 10.

costing and budgeting activities
A budget projects the costs, and, in many cases, the revenues of an activity, project, or 
organization. It quantifies the organization’s goal and objectives by guiding the allocation 
of financial and human resources. A budget can be used with periodic expenditure reports 
to review expected costs against actual spending, identify cost-effective programs, predict 
cash needs, determine where costs must be cut, and provide input into difficult decisions, 
such as which projects or activities to discontinue.

Costs or expenses are the financial outlays or resources used to deliver a product or 
service or to implement a project or activity. Such charges may be related to employing 
personnel, procuring supplies, and maintaining equipment.

Accurate and complete budgets that are monitored throughout the implementation of the 
operational plan are critical. Budgets are designed to meet two sets of needs. For opera-
tional purposes, budgets help an organization allocate available resources as effectively as 
possible and monitor and control costs. For management purposes, budgets help manag-
ers make decisions about the mix and scope of activities and projects to be undertaken 
during the year. 

ww.msh.org/resource-center/health-systems-in-action.cfm
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To prepare the budget for your operational plan, it is important to have the help of some-
one with solid experience in financial management and budgeting. Technical and program 
staff who work alongside the budgeter need to specify what is entailed in carrying out the 
planned activities and gather information about unit costs for key line items, including:

■■ salaries and wages;
■■ consultant costs;
■■ travel and transportation;
■■ facilities and supplies;
■■ other direct costs (costs associated solely with the execution of the activity, 

such as printing or reproduction, communications, postage and shipping, 
supplies and materials, and outside services);

■■ other indirect costs (costs that are not exclusively associated with the execu-
tion of the activity).

You can read more about budgets and financial management in Chapter 6 of this handbook.

planning for new initiatives
At this point in the planning process, you will have developed a strategic plan and con-
verted it into an operational or annual work plan. If your strategic plan indicates that 
the organization should design and introduce new products or services (such as female 
condoms or adolescent reproductive health services) or expand the target population in a 
major way (for example, reaching out to people living with HIV & AIDS as potential family 
planning clients), you can develop a business plan to gauge the feasibility and risk of these 
new endeavors. You would use the business plan to secure funding for these new ventures. 

Please see “Business Planning to Transform Your Organization” (MSH 2003) for a detailed 
discussion of this topic.

Use Box 7 to help you assess the strength of your plan and make sure that you have not 
overlooked any important points.

BOX 7.  Summary: The Elements of a Good Plan

Successful implementation starts with a good plan. There are elements that will make a 
plan more likely to be successfully implemented. Ask yourself the following questions to 
see if you have accounted for all these elements.

■■ Is the plan simple? 

■■ Is it easy to understand and to act on?

■■ Does it communicate in a clear and practical way?

■■ Is the plan specific? 

■■ Are its strategic objectives aligned with the mission and vision?

■■ Are the strategies in line with the strategic objectives?

■■ Will the strategies help the organization achieve its desired measurable results? 

■■ Does the plan include specific activities, each with dates of completion, persons 
responsible, and budget requirements? 

■■ Is the plan realistic? 

■■ Are the measures and schedule for activity completion realistic?

ww.msh.org/resource-center/health-systems-in-action.cfm
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Proven practices

■■ Although planning is one of the four key management practices, planning 
alone is not enough to achieve desired results. Supporting it with all the 
other leading and managing practices leads to strong organizational capac-
ity, better services, and, ultimately, lasting improvements in people’s health. 

■■ Although strategic plans, operational plans, and business plans have dif-
ferent time spans and are developed and used at different levels, they are 
not mutually exclusive. In particular, operational or annual plans should be 
based on the content and strategic priorities outlined in the strategic plan.

■■ Strategic planning benefits from a well-balanced team composed of an inter-
disciplinary group of colleagues with distinct characteristics and functions.

■■ You and your planning team can use your organization’s mission to create a 
future vision that guides the selection of the organization’s strategic objec-
tives. You can check the integrity of the strategic objectives by conducting a 
modified SWOT analysis and then formulate strategies that align with those 
objectives.

■■ To convert the strategic plan into an operational plan, you and your team 
can use the feasibility checklist and priority activity matrix to select the 
activities that will best fulfill the strategic objectives, define indicators of 
accomplishment, and assign costs to each activity. You may want to seek 
expert help in determining costs and preparing the budget.

■■ Frequent monitoring will help reduce scheduling delays, budget reductions 
or overruns, or changes in the scope of activities. If you incorporate output 
and outcome indicators in your operational plan, you can then develop a 
monitoring and evaluation plan to monitor progress toward your desired 
results and evaluate the actual results achieved. 

Glossary of planning terms

activities: The specific tasks needed to implement the strategies and meet the strategic ob-
jectives outlined in your strategic plan. Activities should be expressed in clear, concrete 
terms, and in chronological order.

business planning: Short- to mid-term planning. A business plan is used to secure fund-
ing and make projections of the estimated financial and social return for starting up 
organization, establishing a new business unit, or—in the case of an ongoing entity—
developing and introducing a new product or service. A good business plan enables an 
organization to assess the viability of all its products and services and the feasibility of 
new products and services.
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critical factor: An essential element of the performance of a particular internal system, 
such as the restocking time of the supply chain system or the timeliness of reports from 
a financial system.

indicator: A measurable marker of change over time in a condition, capability, quantity, 
or quality. The indicators you incorporate into your plan will allow you to evaluate the 
actual results achieved by the execution of the activities programmed in your plan.

measurable results: The outcomes that will be produced when the strategies are imple-
mented. 

mission: The statement that describes in a clear and concise manner why the organiza-
tion exists—its purpose. The mission provides orientation, uniformity, and meaning to 
the organization’s decisions and activities at all levels. It is the core around which staff 
members focus their best efforts.

operational objectives: Short-term goals that represent the link between the strategic 
plan and a corresponding operational plan. The working teams or operational teams 
establish and carry out the objectives. 

operational planning: Has a short-term scope, usually one year. Its focus is achieving 
objectives and executing activities in the near future. Operational planning is often re-
ferred to as the annual operational plan or the annual work plan, and it must be aligned 
with the strategic plan.

outcome: A short-term change in a beneficiary population as a result of an activity or set 
of activities.

output: The immediate or direct product of an activity.

strategic objectives: What the organization intends to achieve in the medium to long 
term. Strategic objectives are established by the organization’s management, in consul-
tation with various management units throughout the organization, and approved by 
the board of directors, in the case of civil society organizations.

strategic planning: Medium- to long-term planning that involves all of the organization’s 
management areas. Its content is relatively general and includes goals, strategic objec-
tives, strategies, and measurable results. It focuses on broad and long-lasting issues that 
will foster the organization’s long-term effectiveness and survival

strategy: A statement of what is to be done, that, when accomplished, will signify achieve-
ment of the organization’s strategic objectives. 

SWOT analysis: A tool that helps an organization identify opportunities and threats 
(OT) in the external environment that are most relevant to its work, and the strengths 
and weaknesses (SW) within the organization: the systems, structures, and cultural fac-
tors that can enhance or obstruct organizational effectiveness. 

vision: The image of an organization’s desired future state that a team, organization, proj-
ect, or program can move toward by taking action. 
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Appendix A.  SWOT Matrixes
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chapter 5

Managing Human Resources

This chapter shows that effective human resource manage-
ment (HRM) is important in any public- or private-sector 
organization and essential when public health crises collide 

with workforce shortages. We present here the three pillars that 
together form the HRM capacity of an organization—policies, 
systems, and management and leadership practices—and describe 
how they can help you to attain your organization’s HRM goals. 

We then review how you, as a manager of a health program or 
health services, can be more effective in five areas of critical impor-
tance to your staff by: 

■■ setting job responsibilities and work priorities
■■ encouraging good performance with feedback
■■ making work meaningful
■■ improving fairness in the workplace
■■ offering staff opportunities to grow

To enable your organization to evaluate its HRM capacity, we 
introduce the Employee Satisfaction Survey and the HRM Rapid 
Assessment Tool for Health Organizations and show how they can 
be applied. Finally, we describe how you can link good manage-
ment practices and HRM systems to propel positive changes in 
your organization.

Mary O’Neil

Steve Reimann
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Introduction

Human resource management is a critical management area that is responsible for any 
organization’s most important asset: its people. HRM typically accounts for 70 percent to 
80 percent of an organization’s budget. When organizations manage their investment in 
people wisely, the result is a satisfied and motivated workforce that delivers high-quality 
health services and an organization that fulfills its mission, meets its health objectives, and 
contributes to its community by providing excellent services.

facing human resource challenges 
Despite the critical importance of human resources to the functioning of health systems, 
few concerted efforts have addressed the severe staff shortages facing the health sector in 
many developing countries. The AIDS pandemic intensified an already serious situation, 
and the ability of many countries to meet the Millennium Development Goals is further 
hampered by deficiencies in organizations’ HRM policies and systems.

In many countries, the key challenges include finding ways to:

■■ increase employee satisfaction and productivity despite understaffing, poor 
salaries, and lack of resources;

■■ obtain accurate data and conduct effective workforce planning using under-
developed employee information systems;

■■ obtain workers with needed skills and competencies in the face of reduced 
staffing levels caused by AIDS, the migration of health professionals, and 
poor working conditions in remote areas;

■■ shift tasks to cadres of workers who have, or can easily develop, the needed skills;
■■ provide efficient and effective HRM and supportive supervision when man-

agers lack HRM skills and there is weak organizational advocacy for HRM.

These challenges can be addressed by an effective HRM infrastructure. However, the 
reality is that HRM is perhaps the most misunderstood and poorly developed area in the 
health sector today. As a result, although most organizations claim that their employees 
are their most important resource, there is widespread neglect of the policies, systems, and 
management and leadership practices needed to support the critical HRM function. 

There is a need to professionalize HRM throughout the health sector by hiring dedicated 
human resource (HR) staff and developing their ability to manage complex HR issues. 
HRM systems need to be strengthened in most organizations. In ministries of health and 
national nongovernmental organizations (NGOs), this should take the form of creating 
dedicated HRM departments charged with developing, operating, and promoting the 
policies, systems, and management and leadership practices that address identified HRM 
challenges.

However, it is the responsibility of all managers and supervisors at every level in an orga-
nization to understand and continually practice the principles of effective HRM. Indeed, 
in smaller organizations, which often lack a dedicated HRM department, it is the collec-
tive effort of all managers that will build a human resources for health (HRH) strategy and 
the HRM infrastructure needed to carry out the strategy.

www.msh.org/resource-center/health-systems-in-action.cfm
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The human resources for health action framework

While HRM is at the center of improving retention and performance, a high-quality, sus-
tainable workforce also depends on:

■■ good employment policies;
■■ adequate financial resources;
■■ pre-service education and training institutions to prepare adequate numbers 

of health workers;
■■ partnership with local communities, the private sector, donors, and other 

key stakeholders;
■■ leadership and advocacy for strengthening HRM practices at all levels.

Figure 1 shows the Human Resources for Health Action Framework, which charts a 
pathway for developing a comprehensive national HRH strategy to help managers sustain 
a supply of adequately trained health staff. A consortium from the US Agency for Interna-
tional Development (USAID), World Health Organization (WHO), Global Health Work-
force Alliance, partner countries, NGOs, donors, and the academic community developed 
the HRH Action Framework in 2005.

This framework identifies the six components of planning and managing the workforce 
and describes the goals of each. When these components are functioning properly, your 
organization will have appropriately trained staff available in the right place at the right 
time. The framework also suggests actions policymakers and managers can take to address 
issues in each of the six areas. HRM systems are at the center because of their importance 
in integrating all the other components. 

Table 1 explains the six HRH components when they are at their most effective.

FIGURE 1.  Human Resources for Health Action Framework
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Click here for further information about how to use the HRH Action Framework 
to develop a strategic approach to HRH and what actions to take related to each 
of the six components of the framework.

The pillars of effective HRM

hrm and its pillars 
HRM is the integrated use of policies, systems, and management and leadership practices 
to plan for necessary staff and to recruit, motivate, develop, and maintain employees so 
that an institution or organization can meet its goals. When HRM functions effectively, 
staff members’ skills, job satisfaction, and motivation will improve and, over time, lead to 
a high level of performance.

This definition of HRM stresses the integration of three pillars, none of which is fully 
effective on its own and which all apply to each of the components of the HRM Action 
Framework:

■■ policies
■■ systems
■■ management and leadership practices

A professional HRM system needs to be based on sound HRM policies. Both the HRM 
system and policies require managers at all levels who not only manage well but also prac-
tice leadership by respecting others, communicating well, and advocating for the needs of 
staff. To be effective, the organizational authority for HRM should be allocated to a desig-
nated HRM manager who is a member of the senior management team and participates 
fully in strategic decision-making for the organization.

TABLE 1.  Components of the HRH Action Framework

Component Goal

HRM systems HRM systems are in place that result in adequate and timely 
staffing, staff retention, teamwork, effective planning, and good 
performance. 

Policy Appropriate human resource policies have been established 
and are enforced. Government employment processes are 
streamlined.

Finance The approved budget is adequate to sustain projected health 
workforce requirements. Allocation authority is aligned with 
technical and management planning and decision-making. 

Education Pre-service training institutions have the capacity to meet the 
demand for essential workers, and they adapt curricula as 
needed for new content requirements. 

Partnerships Planned linkages among sectors, districts, and NGOs increase 
human capacity.

Leadership Managers at all levels demonstrate that they value health 
workers and provide leadership to help staff face challenges and 
achieve results. 

www.msh.org/resource-center/health-systems-in-action.cfm
http://erc.msh.org/mainpage.cfm?file=1.htm&module=hr&language=English


5.  Managing Human Resources	 5:5

© 2010 management sciences for health	 Health Systems in Action

Table 2 summarizes the benefits, to both organizations and employees, of having a strong 
HRM system.

Table 3 shows the activities comprising fully functioning HRM systems. 

the role of managers who lead
Because many organizations have limited HRM capacity, individual managers often 
lack policies and organizational systems to guide and support their work. The absence 
of strong HRM policies and systems makes good management and leadership practices 
essential for providing structure, supportive supervision, fairness, and advocacy for staff. 
By focusing on these activities, you can improve employee satisfaction, performance, and 
retention in your unit, department, or work group, even if HRM policies and systems are 
underdeveloped.

HRM as a leadership issue

In both public and private organizations where HRM has been sorely neglected, making 
improvements begins with leadership. We define leadership in HRM as “planning and 
using human resources efficiently to produce intended results.” To play this leadership 
role, managers need to take charge, guide the development of strategic partnerships with 
other key stakeholders, influence policymakers, and forge new directions for HRM in the 
organization.

using the leadership and management practices
As a manager committed to improving HRM, you can make good use of the leadership 
and management practices detailed in Chapter 2 of this handbook as tools to help you 
achieve your organization’s HRM goals and priorities. 

TABLE 2.  Benefits of a Strong HRM System

Benefits to the Organization Benefits to the Employee

■■ Increases the organization’s ability to 
retain staff and achieve its goals 

■■ Increases the level of employee 
performance

■■ Uses employees’ skills and knowledge 
efficiently

■■ Saves costs through the improved 
efficiency and productivity of workers 

■■ Improves the organization’s ability to 
manage change

■■ Provides clarity regarding job 
responsibilities

■■ Helps employees understand how their 
work relates to the mission and values 
of the organization

■■ Improves equity between employee 
compensation and level of responsibility

■■ Helps motivate employees

■■ Increases employees’ job satisfaction

■■ Encourages employees to operate as a 
team
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You can apply the leadership practices to HRM in many ways. For example, you can:

■■ scan for up-to-date knowledge about the HRM situation in your organiza-
tion and current practices, experiences, and trends in the environment, 
using such instruments as:

–– the Employee Satisfaction Survey (described in this chapter);
–– the HRM Rapid Assessment Tool (described in this chapter);
–– the Work Climate Assessment Tool;

■■ focus on HRM issues and actions that will serve your organizational mis-
sion, strategies, and priorities;

■■ align and mobilize stakeholders’ and staff ’s time and energies as well as 
material and financial resources;

■■ inspire staff to commit to continuous learning so they can adapt to a chang-
ing environment and perform effectively to achieve HRM goals.

And you can use the management practices to:

■■ plan how to assign resources, accountabilities, and time lines to achieve 
HRM results;

■■ organize people, structures, systems, and processes to carry out the HRM plan;

TABLE 3. E lements of HRM Systems

Function Component

HRM capacity ■■ HRM budget

■■ HRM staff

■■ HR planning

Personnel policy and practice ■■ Job classification system

■■ Compensation and benefits system

■■ Recruitment, hiring, transfer, and promotion

■■ Orientation program

■■ Policy manual

■■ Discipline, termination, and grievance procedures

■■ HIV/AIDS workplace prevention program

■■ Relationships with unions

■■ Labor law compliance

HRM data ■■ Employee data

■■ Computerization of data

■■ Personnel files

Performance management ■■ Staff retention

■■ Job descriptions

■■ Staff supervision

■■ Work planning and performance review

Training ■■ Staff training

■■ Management and leadership development

■■ Links to external pre-service training

www.msh.org/resource-center/health-systems-in-action.cfm
http://erc.msh.org/toolkit/Tool.cfm?lang=1&TID=205&CID=8
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■■ implement activities efficiently, effectively, and responsively to achieve 
defined HRM results;

■■ monitor and evaluate HRM achievements and results against plans, con-
tinually update HRM information, and use feedback to adjust plans, struc-
tures, systems, and processes for future results.

leadership at all levels is essential
The capacity to determine and implement national priorities in a given political context is 
central to sustained progress. This critical leadership function cannot be imported from 
abroad; it must be developed and nurtured in every country. 

Leadership is not the exclusive domain of a small and select group of exceptional men 
and women. You and your team members can learn together to be leaders by confront-
ing challenges that force you to stretch your limits. To do this, you will need support and 
feedback from peers, supervisors, mentors, family members, and those whom you respect 
and admire. Leadership skills are not developed in isolation, and people cannot lead in 
isolation.

Organizations need strong leaders, both those with direct responsibility for HRM and 
senior leaders of the organization, to support and integrate all areas of HRM. Leaders 
can imbue the system with a positive, people-centered philosophy and a set of values that 
views employees as human beings entitled to equity, respect, appreciation, and support 
first, and as organizational assets, second.

You will find a comprehensive overview of the HRM problems that contribute to the 
health worker crisis, strategic actions that should be taken to address these challenges,  
and innovative ideas for strengthening HRM on a Capacity Project technical brief.

HRM practices that improve employee satisfaction

Many factors influence an employee’s satisfaction with her or his job. People need fair 
compensation, but research has shown that money alone does not necessarily improve 
performance or job satisfaction. A fair salary combined with other critical ingredients—
work that contributes to the goals of the organization, the respect of fellow employees, a 
relationship with a supervisor that is based on mutual respect, and opportunities for skill 
development—can sustain employees’ satisfaction. This satisfaction, in turn, is a critical 
factor in retaining health workers and improving their performance.

Most employees ask five questions about their work environment:

1.	 Am I being treated fairly?
2.	 What am I supposed to do?
3.	 How well am I doing it?
4.	 Does my work matter to the organization?
5.	 How can I develop myself within the organization?

http://www.capacityproject.org/images/stories/files/techbrief_14.pdf


5.  Managing Human Resources	 5:8

www.msh.org/resource-center/health-systems-in-action.cfm	 Health Systems in Action

An effective HRM system and managers who practice good HRM can help create an envi-
ronment that engenders positive answers to questions 1 through 5 and thereby contributes 
to employee satisfaction, good performance, and retention. In this section of this chapter, 
we discuss each question and propose concrete actions that you can take to improve the 
work environment in your unit or organization.

1.  am i being treated fairly?—
establishing equity in the workplace
Several factors contribute to employees’ perception of fairness, which is primarily how 
they feel they are treated with regard to:

■■ salary and total compensation (especially important);
■■ the hiring process;
■■ the day-to-day application of personnel policies;
■■ issues such as gender, age, disability, etc.;
■■ distribution of work among employees;
■■ support for, and recognition of, employees’ contributions.

Establish equitable salaries and recruitment procedures. When developing an inte-
grated HRM system, it is important to review your organization’s job classifications and 
related salary scales to be certain that salaries are appropriate to the level of responsibility 
and are competitive in relation to local economic conditions. There might be little you can 
do to increase overall salary levels, but you should make every effort to take action so that 
all staff will receive fair and equitable pay within resource limitations and existing policy 
guidelines. You will also want to be transparent in the hiring process by adhering to clear 
and fair recruitment procedures.

The presence of large donors, such as the Global Fund to Fight AIDS, Tuberculosis and 
Malaria and the US President’s Emergency Fund for AIDS Relief (PEPFAR), among oth-
ers, might make it difficult to control the salaries of staff because these programs often 
reimburse staff at much higher rates than those of their counterparts. This imbalance has 
the potential to drain staff from your organization or to cause serious morale problems 
if your staff members are working side-by-side or in teams with people on a higher pay 
scale. If you are faced with this situation, it is important to advocate strongly for an equi-
table arrangement, even if it is temporary and lasts only for the life of the program.

Support fair application of policies. HRM managers are also responsible for seeing that 
all managers and staff apply personnel policies fairly on a day-to-day basis and distrib-
ute tasks and responsibilities equitably among employees. With issues of equity, always 
communicate appropriate information to all employees, work on their behalf, and act in a 
transparent manner.

Learn more about fairness. For more information about systems that promote fairness 
in the workplace, go to the Electronic Resource Center and click on the following sub-
headings under Human Resource Kit:

■■ Developing a Job Classification System, which includes a job analysis meth-
odology and examples of a job classification structure;

www.msh.org/resource-center/health-systems-in-action.cfm
http://erc.msh.org/mainpage.cfm?file=2.8.0.htm&module=hr&language=English
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■■ Developing a Salary Policy; 
■■ Guidelines on Recruitment and Hiring; 
■■ Guidelines on Staff Orientation.

2.  what am i supposed to do?— 
setting job responsibilities and work priorities 
People want a specific answer to this question. In many cases, job descriptions are vague 
or nonexistent, supervisors have not specified their expectations, or managers hire people 
for a particular job but ask them to perform other duties. If employees do not understand 
their work priorities or if their supervisors often change their priorities, it is difficult for 
staff to maintain a consistent level of productivity and sense of self-worth.

Make sure job descriptions are complete and up-to-date. One step you can take to 
strengthen HRM is to make sure that your team has up-to-date job descriptions with 
information about general and specific duties and responsibilities, as well as their super-
visory relationships. Job descriptions also give you a starting point for developing work 
plans with employees.

You will find more information about the purpose, components, and develop-
ment of job descriptions, including samples, in “Developing Job Descriptions”, 
which you can also reach from the page “Performance Management Tool” in the 
Electronic Resource Center.

Clarify current responsibilities. As essential as job descriptions are, they are typically 
general. Most employees do not perform all the duties listed in their job descriptions all 
the time. In addition, job descriptions often do not identify which specific responsibilities 
or performance objectives are a priority in a given period. 

Supervisors and their direct reports should meet and agree on what are currently the most 
important duties. This can also be the basis for an annual performance review, and it gives 
both parties a chance to identify any training that might be needed if the staff member is 
to achieve the planned objectives.

Use task shifting wisely. Task shifting is widely viewed as a way to move tasks from one 
cadre to an existing lower-level cadre or a new cadre developed to meet specific health 
care goals. It is especially common in the delivery of antiretroviral therapy to HIV-positive 
clients. 

Although this approach can greatly expand service delivery, it can also result in staff feel-
ing overburdened if they are asked to assume new tasks without taking into account their 
other duties. To avoid this stress while gaining the benefits of task shifting, you can work 
with staff to clarify roles and balance competing demands for their time. 

http://erc.msh.org/toolkit/toolkitfiles/file/pmt33.pdf
http://erc.msh.org/toolkit/Tool.cfm?lang=1&TID=180&CID=5
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3.  how well am i doing my job?— 
encouraging good performance with feedback 
Employees need regular feedback about their job performance. Anxiety about not per-
forming as well as expected can have a direct impact on motivation and productivity, and 
often results in denial and avoidance of responsibilities.

Provide ongoing feedback. Employees should receive feedback at an annual perfor-
mance review, but recognition of good performance should occur regularly, not just once 
a year. As a manager, you should encourage supervisors and all staff to recognize cowork-
ers for their efforts and thank them for a job well done. It is amazing how recognition and 
appreciation can increase motivation and performance among staff. 

People also need to know if they are not performing up to expectations. Although super-
visors may be hesitant to hold these conversations, they do not have to be confrontational 
or critical. Instead, they can be an opportunity for coaching, providing support, resolving 
misunderstandings, clarifying mutual expectations, and setting goals.

Check in at least weekly with staff who are dealing with major problems. See how 
they are progressing. You will not want to wait for an annual performance review to try to 
resolve serious ongoing issues. Grave misconduct that puts the organization at risk, such 
as theft, fraud, or sexual harassment, needs to be documented and dealt with promptly, 
according to the policies of your organization. Chapter 6 of this handbook, in the section 
titled “Conflicts of Interest and Unethical Conduct,” offers further discussion of this topic. 

Organize annual performance reviews. Your HRM department or manager plays a key 
role in the formal annual employee review system. The HRM manager is responsible for 
making sure that all supervisors understand and follow the policy and procedures related 
to the annual review. In smaller organizations without formal HRM departments, a senior 
manager can take on this responsibility. 

As part of the annual review, the supervisor and employee can hold a work-planning 
meeting and agree on job priorities and measurable performance objectives. These agreed-
upon objectives become the basis for the next performance review (usually in 12 months). 
If you also use the performance review system as the basis for creating personal develop-
ment plans for your employees, it will also help you align staff development efforts more 
closely with your organization’s goals. 

The absence of an HRM department and/or a formal annual employee review system 
should not prevent you from holding regular work-planning and performance review 
meetings with your staff. Develop your own practices and systems; other managers can 
use them, too, and over time they can become part of an organization-wide HRM system. 

Tie performance reviews to incentives. Performance reviews should be tied to an orga-
nization’s monetary incentive system. Everyone should receive a cost of living increase, 
but a small additional percentage increase should be available only for people who meet or 
exceed their performance standards. This is an essential function of HRM; it assures staff 

www.msh.org/resource-center/health-systems-in-action.cfm
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that their work is taken seriously, that they will be held accountable, and that their contri-
butions to the goals of the organization are valued.

Learn more about feedback. For links to useful resources, country examples, and exten-
sive information about developing systems and practices that promote feedback, manage 
conflict, and improve staff motivation, go to “Supervising and Supporting Your Staff ” in 
the Electronic Resource Center.

4.  does my work matter to the organization?— 
making work meaningful
When employees can answer this question with an emphatic yes, they are more produc-
tive. For many people, having skills and competencies and performing well are not moti-
vating. They need more—they need to know that their work is important to the people 
they serve, essential to fulfilling the organization’s mission and vision, and related to its 
success.

Spread the word about employees’ contributions. Communicating to employees that 
their work matters is an important element of HRM. Acknowledging the noteworthy 
performance of a team or specific individuals can be particularly motivating. Informally, 
this can be accomplished in staff meetings where the director or unit head acknowledges 
everyone’s accomplishments and contributions. It can also take place at more public meet-
ings, in organizational newsletters, or in the media. 

Offer staff development opportunities. If you can provide opportunities for training 
and development, representing the organization or work unit at special events, or contrib-
uting to special projects or initiatives, these can be especially powerful motivational tools. 
In addition, involving staff in work planning and evaluation activities will instill a feeling 
of ownership in their work and pride in being part of the organization and its successes.

Help shape the organization’s strategic objectives. HRM plays a crucial role in stra-
tegic planning. Understanding the priorities of your organization and the various skills of 
employees will make it clear how each person can contribute to achieving the organiza-
tion’s goals. This understanding will enable staff members to complete work plans that link 
their work to these goals. Chapter 4 of this handbook offers detailed information about 
strategic planning.

Pay attention to the work climate. Work climate is the prevailing atmosphere as 
employees experience it: what it feels like to work in a group. Your actions contribute 
directly to creating a positive work climate. Leadership and management practices that 
provide clarity, support, and challenge contribute to a positive work climate. A posi-
tive work climate increases the level of effort that employees exert above and beyond job 
expectations and leads to and sustains employee motivation and high performance.

Learn more about work climate. For more information about creating a meaningful 
work climate and assessing work climate in your organization, go to the issue of The 
Manager titled “Creating a Work Climate that Motivates Staff and Improves Performance.”

http://erc.msh.org/mainpage.cfm?file=2.2.2.htm&module=hr&language=English
http://erc.msh.org/mainpage.cfm?file=2.1.55.htm&module=leadership&language=English
http://erc.msh.org/mainpage.cfm?file=2.1.55.htm&module=leadership&language=English
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5. how can i develop myself within the organization?— 
offering staff opportunities to grow 
People feel motivated and challenged when they have opportunities to learn, develop new 
skills, and assume new responsibilities that will advance their careers. These development 
opportunities can also be an important way to recognize employees. Participating in train-
ing and other activities where people share learning and value each other’s experiences 
builds collaboration and teamwork and can increase overall performance and productivity.

Incorporate training into the HRM system. Often training is handled separately from 
the HRM function, but it would be better if staff development were part of the HRM 
system. Managers would be able to make decisions about training according to a plan and 
not in a haphazard manner whenever opportunities arise. Mismanaged training can lead 
to staff being away from their duty stations for too long, being enrolled in the wrong train-
ing course, or being excluded from training opportunities that would be appropriate to 
their professional development. 

An HRM department can introduce new training approaches that minimize the time staff 
members are away from the office, such as:

■■ on-the-job learning through mentoring relationships;
■■ assignments in different work settings;
■■ membership on taskforces and committees;
■■ technical presentations at staff meetings;
■■ discussions of assigned reading (such as a case study or journal article) at 

staff meetings;
■■ participation in virtual learning programs online. 

Instead of an ad hoc system with little transparency, the HRM department should orga-
nize a system based on the real needs of the organization and its personnel. It should also 
establish clear eligibility and selection criteria. A well-managed training and staff develop-
ment program that is based on organizational needs and clear eligibility requirements can 
broaden the skills and competencies of your staff and produce many benefits. Posting and 
advertising job and training opportunities within the organization and supporting inter-
nal candidates will send a message that the organization values the staff ’s experience. 

Even if a training plan is in place, you should always be looking for development oppor-
tunities that are right for each individual on your staff, depending on her or his duties and 
potential for professional growth. You do not have to have an HRM department to do so. 
You can orchestrate this process yourself—taking special care to treat each of your staff 
equitably.

Learn more about staff development. For more information about determining staff 
development needs; conducting training-needs assessments; designing, planning, and 
evaluating training programs; and related topics, follow links on the page “Training for 
Effective Performance” in the Electronic Resource Center. 

www.msh.org/resource-center/health-systems-in-action.cfm
http://erc.msh.org/mainpage.cfm?file=2.2.5.htm&module=hr&language=English
http://erc.msh.org/mainpage.cfm?file=2.2.5.htm&module=hr&language=English
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Incentive programs build employee satisfaction  
and motivation

Research on the factors that contribute to employee satisfaction and motivation has pro-
vided powerful evidence that organizations should provide a mix of financial and nonfi-
nancial incentives. Studies show that well-designed and administered financial incentives 
are likely to prevent employee dissatisfaction but do not necessarily lead to employee 
motivation. It is the combination of financial and nonfinancial incentives that both pre-
vents job dissatisfaction and motivates employees.

developing incentive programs
A good incentive system provides:

■■ basic financial incentives, such as reasonable wages, salaries, and conditions 
of employment; 

■■ additional financial incentives, if appropriate (e.g., for achieving certain 
targets or being posted to a remote location);

■■ nonfinancial incentives (e.g., providing a positive work environment, pro-
viding flexible employment arrangements, supporting professional develop-
ment, providing intrinsic job rewards). 

types of incentives
Box 1 gives examples of the types of incentives that fall under each of the two categories. 

In addition, the incentive system should:

■■ have clear objectives and well-designed strategies that fit the purpose;
■■ be realistic and contextually appropriate;
■■ reflect health professionals’ needs and preferences;
■■ be fair, equitable, and transparent;
■■ be monitored on a regular basis to see how well it is working. 

If you want to learn more about incentive programs, “Guidelines: Incentives for 
Health Professionals,” produced by the Global Health Workforce Alliance, provides 
detailed information about incentives for health professionals.

Managing volunteer staff

In many health systems, paid staff members are not the only people who provide ser-
vices. Community health workers, community volunteers, and other unpaid staff are also 
involved in health care delivery. Some do receive a small salary or allowance, but many are 
unpaid. 

Volunteers and unpaid staff are a critical part of basic health education and care in many 
countries. Just like paid staff, they must be supported by good HRM policies, systems, and 
practices. 

http://www.ichrn.com/publications/guidelines/Incentives_Guidelines%20ENG%20low.pdf
http://www.ichrn.com/publications/guidelines/Incentives_Guidelines%20ENG%20low.pdf
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BOX 1. T ypes of Incentives

Financial Incentives Nonfinancial Incentives

Terms and Conditions of Employment

■■ Salary/wages

■■ Pension

■■ Insurance (e.g., health)

■■ Allowances (e.g., housing, clothing, 
transport, parking, child care)

■■ Paid leave (e.g., holidays, vacation, 
sick leave) 

Performance Payments

■■ Achievement of performance targets

■■ Length of service

■■ Location or type of work (e.g., remote 
locations)

Other Financial Support

■■ Fellowships

■■ Loans

Positive Work Environment

■■ Work autonomy and clarity of roles 
and responsibilities

■■ Recognition of work and 
achievement

■■ Supportive management and peer 
structures

■■ Manageable workload and effective 
workload management

■■ Effective management of 
occupational health and safety risks, 
including a safe and clean workplace

■■ Effective employee representation 
and communication

■■ Enforced equal opportunity policy

■■ Maternity/paternity leave

■■ Flexible work hours

■■ Planned sabbaticals or career breaks

Support for Development

■■ Effective supervision

■■ Coaching and mentoring structures

■■ Access to and support for training 
and education

■■ Sabbatical and study leave

Access to Services

■■ Health

■■ Child care and schools

■■ Recreational facilities

■■ Housing

■■ Transportation

■■ Other services

Intrinsic Rewards

■■ Job satisfaction

■■ Personal achievement

■■ Commitment to shared values

■■ Respect of colleagues and 
community

■■ Membership in a team and a sense 
of belonging

Source: Used with permission. Global Health Work Alliance/WHO, 2008, p. 12.

www.msh.org/resource-center/health-systems-in-action.cfm
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The principles and practices of good HRM begin with human resource planning: con-
sidering the capacity that volunteers will contribute to the overall workforce. Just as you 
would develop job descriptions for paid staff, you need to develop clear scopes of work 
for volunteers so that everyone understands their roles. As discussed in Chapter 3, in the 
section titled “Job Descriptions for Board Members,” of this handbook, this is also true for 
volunteers, including board members, who do not provide services directly.

Volunteers should be screened, just as is done for paid staff, to be sure that they have the 
skills or potential to carry out their assignments and that the job will be mutually ben-
eficial for both the volunteer and the organization. Having a system in place to screen 
and assign volunteer staff also sends a signal that their work is considered valuable to the 
organization and that it is worth your time to plan for it carefully.

By definition, volunteers are not paid a salary, but they do need to be given money for 
day-to-day expenses or any costs related to their work. In addition, nonfinancial incen-
tives—a positive work environment, personal respect, and support for development—are 
especially relevant for unpaid staff. Other nonfinancial incentives include the tools needed 
to do their jobs, such as bicycles, checklists, educational materials, or commodities. They 
can be rewarded and recognized by receiving items such as T-shirts or bags imprinted 
with your organization’s logo.

Supervision should be a part of your volunteer system. Every volunteer worker needs the 
support of an individual who can provide guidance, evaluate performance, address perfor-
mance issues, reward achievements, and terminate the volunteer’s service, if necessary. 

Using a survey to improve HRM policies and practices 

The Employee Satisfaction Survey in Box 2 is a questionnaire that measures employee sat-
isfaction as it relates to the five aspects of the work environment described earlier, namely: 

1.	 job responsibilities and work priorities;
2.	 encouragement, with feedback, for good performance;
3.	 meaningful work;
4.	 fairness in the workplace;
5.	 opportunities for growth.

defining employee satisfaction
Employee satisfaction can be described as the staff member’s sense of well-being within 
his or her work environment. It results from a combination of financial and nonfinancial 
rewards and is closely linked to employee performance and to the retention of valued staff. 
Positive changes in HRM systems and interactions among managers, supervisors, and staff 
on HRM issues can greatly increase employee satisfaction. 

An Adobe Acrobat (PDF) file of the survey is available.

http://programs.msh.org/vhrm/filelib/Employee_Satisfaction_Tool.pdf
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how to use the survey
You can use the survey to establish baseline data before initiating improvements to your 
HRM system. The same questionnaire can be used about one year later to measure the 
impact of actions taken. Employees will be able to complete the survey in 10 minutes or less.

If your organization is small you can administer the questionnaire to all staff members. 
However, if it is a large organization and it is impractical to include everyone, you should 
give the questionnaire to a randomly selected sample group of staff representing from 15 
percent to 20 percent of the total workforce. It is important to include staff from all levels 
and departments and to guarantee that all responses are kept strictly confidential. You can 
also use the questionnaire with only members of your unit if you want to assess satisfac-
tion there.

BOX 2.  Sample Employee Satisfaction Survey 

Dear Staff Member,

The director and HRM department are interested in better understanding your level of 
satisfaction with different aspects of the organization. Your feedback and comments  
on this questionnaire will help us make improvements in our HRM policies and 
practices. We appreciate your taking a few minutes to respond to these 10 questions. 
Your responses will be kept confidential. Please return completed questionnaires 
to___________ by ___________.

Thank you.

Instructions: For each of the statements below, please circle the number that best 
represents your opinion.

Question

Scale = 1–5
(Disagree Strongly = 1; 
Completely Agree = 5)

  1. � My salary is fair compared to that of other staff with 
the same level of responsibility.

1  2  3  4  5

  2. � My benefits are fair compared to those of other staff 
at my level.

1  2  3  4  5

  3. � My job description is accurate and up-to-date. 1  2  3  4  5

  4. � My supervisor and I have agreed on the priorities of 
my job.

1  2  3  4  5

  5. � I get clear feedback from my supervisor about how 
well I am performing in my job.

1  2  3  4  5

  6. � My annual performance appraisal is based on the 
priorities in my work plan.

1  2  3  4  5

  7. � My supervisor seeks my input when he or she is 
faced with a challenge or problem.

1  2  3  4  5

  8. � The organization acknowledges and values my work. 1  2  3  4  5

  9. � The organization provides me with the essential 
coaching and training to do my job.

1  2  3  4  5

10. � The organization works (as much as possible) to 
provide me with opportunities for career growth.

1  2  3  4  5

www.msh.org/resource-center/health-systems-in-action.cfm
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HRM Strengthening and Service Improvement in Action— 
Country Examples from Mozambique, Kenya, and Egypt

Interventions in three countries show how improving aspects of HRM has led to better 
services and positive health outcomes.

Mozambique: Creating a Proactive Leadership Mindset in HRM

In a poor, rural province in Mozambique, health units in the most remote areas were 
found to be delivering a low quality of health services. Problems included a lack of 
communication between the provincial and district levels, low employee morale, high 
staff turnover, and a large demand for services combined with a constant shortage of 
personnel. Senior officials determined that the main cause of these problems was a lack 
of human resource capacity in leadership and management in a health care system 
undergoing rapid decentralization. (Some of issues presented by decentralization are 
discussed in the section in Chapter 3 of this handbook titled “Governance in three 
health-sector contexts.”)

The Challenges Program was introduced in health units to engage staff in setting goals 
and solving problems. It integrated leadership strengthening into the day-to-day work 
of staff. It developed skills in communication, coaching and mentoring, negotiation, 
motivation, teamwork, and action planning. In the process, the program generated a 
culture of results and gave managers and health care providers a sense of control over 
their actions. 

After the program, staff no longer waited to be trained; they proactively requested 
training in needed areas. Employee morale improved greatly through the creation of 
participatory teams in a traditionally hierarchical structure. These teams took on basic 
challenges such as improving cleanliness, improving biosecurity, decreasing clients’ 
waiting time, and increasing the number of attended births. Despite no operating budget 
for much of the program, 10 of the 11 health units achieved most of their goals and 
improved the quality of health services. 

You can find more information about developing HRM leadership and 
management practices in an organization with no HRM infrastructure on  
the Human Resources for Health website.

Kenya: Involving Stakeholders to Speed Hiring and Improve Retention 

Despite a pool of unemployed health staff in Kenya, only 50 percent of the positions at 
most facilities were filled. Lopsided distribution of staff left many HIV-positive people 
without access to antiretroviral therapy. Even when funding was available, it routinely 
took from one to two years to fill vacant positions. Kenya needed an emergency 
approach to fast-track the hiring and deployment process.

A stakeholder group was formed to bring together leaders from several sectors. Their 
task was to design and implement a hiring and deployment model that would mobilize 
830 additional health workers. This model used the private sector to recruit new health 
workers from the ranks of the unemployed and to manage the payroll and employment 
contracts, with an agreement to transfer these staff to the government after three years.

As a result of the work of the stakeholder group, the recruitment process was shortened 
to less than three months. Once the new staff members were deployed, they received 
detailed orientation to their jobs and on-time paychecks. These two factors were found 
to increase employee retention and satisfaction. 

For more information on how to establish partnerships and foster 
commitment and collaboration to create HRM changes, go to the Human 
Resources for Health website.

http://www.human-resources-health.com/content/6/1/14/
http://www.human-resources-health.com/content/6/1/19
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Explain the purpose of the questionnaire and assure staff that their responses are com-
pletely confidential. The results can give you insights into the areas of the work envi-
ronment that are the greatest source of dissatisfaction, and you can begin to work on 
changing these negative aspects. You will also learn the areas that provide the greatest 
satisfaction, and you can be sure to maintain those. 

Assessing the HRM capacity of your organization

One of the most important ways to establish a strong HRM infrastructure is to gather 
the information that will help you plan and implement improvements. A comprehensive 
HRM assessment will help you address your organization’s policy, planning, training, and 
management in an integrated way. To do this, you need to determine your organization’s 
strengths and weaknesses, prioritize the weaknesses, and develop an HRM action plan to 
address your most urgent challenges.

using the hrm rapid assessment tool 
Organizations of any size or level of development can use the HRM Rapid Assessment 
Tool for Health Organizations (see Appendix A in this chapter) to assess the status of 
their HRM infrastructure, identify the areas they need to strengthen, and take action to 
improve those areas.

Your assessment should look at your organization’s HRM infrastructure in five areas: 

1.	 HRM capacity 
2.	 personnel policies and practices
3.	 HRM data

(continued)

Egypt: Achieving Performance Improvement by Creating a Meaningful Work Climate 

A Leadership Development Program (LDP) in the Aswan Governorate in Upper Egypt 
aimed to change management practices among national, district, and health facility 
teams. The program promoted a culture of team problem solving and planning, 
supportive supervision, performance feedback, and personal responsibility and 
empowerment. Participants embraced the LDP, and more than 100 health facilities had 
taken part by the end of its third year. 

Some of the positive public health results were:

■■ Just one year after the initial LDP workshops, three districts had increased the 
number of new family planning visits by 36, 68, and 20 percent, respectively.

■■ Maternal mortality in the Aswan Governorate dropped in one year from 50 per 
100,000 live births to 35.5 per 100,000.

■■ Local health workers scaled up the LDP to include all Aswan facilities, and other 
governorates adopted the program using local resources. 

A documentary film about this LDP shows how HRM leadership and 
management practices created a sustaining work climate that improved 
services and health indicators.

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.msh.org/projects/lms/NewsRoom/Aswan/
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4.	 performance management 
5.	 training and staff development

Earlier in this chapter, you saw Table 3, which shows the 22 HRM components that fall 
within these five areas. Table 4 explains why each component is important to the HRM 
system and, thereby, to the overall management of the organization. 

The assessment tool is organized according to these HRM areas and components. Each 
component is followed by a description of four possible stages of development that range 
from the least developed to the most fully developed. People completing the survey 
indicate where they think their organizations are currently functioning relative to each 
component. 

The characteristics of the four stages provide useful information for developing a plan of 
action for your organization to improve those HRM areas that need strengthening. 

working with a broad-based team
The HRM assessment will benefit from varied perspectives within your organization. You 
can form a team with members from different departments and different levels to:

■■ conduct the assessment;
■■ discuss the findings;
■■ prioritize areas of need;
■■ develop an action plan;
■■ implement the plan;
■■ generate wider support for ongoing HRM efforts in your organization.

The HRM Rapid Assessment Tool in Action—An Example from Uganda 

In 2001, the Family Life Education Programme (FLEP) of Busoga Diocese began to see an 
increase in staff turnover and a decrease in overall organizational performance. The 
workplace climate was poor, and fewer and fewer people were coming for services. 
An external assessment found that the staff were not providing health services of an 
acceptable quality.

FLEP’s leaders turned to the HRM Rapid Assessment Tool found in Appendix A of this 
handbook to analyze the strengths and weaknesses of their HRM system and determine 
areas that needed to be improved. They used these findings to determine the priority 
actions needed to professionalize the HRM approach and make it more responsive to 
FLEP’s needs. They revised and updated the personnel policy manual; brought personnel 
files up-to-date and made them open to staff; updated job descriptions; developed 
a new process for performance appraisal and supportive supervision; and improved 
communication among the 40 clinics, which were geographically dispersed.

Within 12 months, an employee satisfaction survey showed that employee satisfaction 
and commitment had increased significantly. This led to decreased  staff turnover and 
better performance. FLEP’s clients responded to these changes, and the use of health 
services increased.

You can find more details about this HRM success story on the Human 
Resources for Health website.

http://www.human-resources-health.com/content/6/1/11/
http://www.human-resources-health.com/content/6/1/11/
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TABLE 4.  Importance of HRM Components

HRM Area and Component Importance

HRM Capacity

HR staff ■■ Staff dedicated to HRM are essential to policy development 
and implementation

HRM budget ■■ Allows for consistent HR planning and for relating costs to 
results

HR planning ■■ Allows HRM resources to be used efficiently in support of 
organizational goals

Personnel Policy and Practice

Job classification system ■■ Allows organization to standardize the jobs and types of skills 
it requires

Compensation and benefits system ■■ Allows for equity in employee salary and benefits tied to local 
economy

Recruitment, hiring, transfer, and 
promotion

■■ Assures fair and open process based on candidates’ job 
qualifications

Orientation program ■■ Helps new employees identify with the organization and its 
goals/values

Policy manual ■■ Provides rules and regulations that govern how employees 
work and state what to expect

Discipline, termination, and 
grievance procedures

■■ Provides fair and consistent guidelines for addressing 
performance problems

HIV & AIDS workplace prevention 
programs

■■ Ensures that all staff have the systems and knowledge 
required to prevent the spread of HIV & AIDS

Relationships with unions ■■ Promotes understanding of common goals and decreases 
adversarial behaviors

Labor law compliance ■■ Allows organization to function legally and avoid litigation

HRM Data

Employee data ■■ Allows for appropriate allocation and training of staff and 
tracking of personnel costs

Computerization of data ■■ Provides accessible, accurate, and timely data, which is 
essential for good planning

Personnel files ■■ Provides essential data on employee’s work history in the 
organization

Performance Management

Staff retention ■■ Ensures that the organization views staff as strategic 
resources. High employee turnover can be very costly and 
lower internal morale

Job descriptions ■■ Defines what people do and how they work together

Staff supervision ■■ Provides a system to develop work plans and monitor 
performance

Work planning and performance 
review

■■ Provides information to staff about job duties and level of 
performance

Training

Staff training ■■ A cost-effective way to develop staff and organizational 
capacity

Management and leadership 
development

■■ Leadership and good management are keys to sustainability

Links to external pre-service  
training

■■ Pre-service training based on skills needed in the workplace is 
cost effective

www.msh.org/resource-center/health-systems-in-action.cfm
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Working in a cross-cutting team will also help increase the appreciation of the entire staff 
for HRM concerns and priorities.

You can access the HRM Rapid Assessment Tool and guidelines for using it on the Inter-
net. An example from Uganda describes how the tool helped a Ugandan organization 
improve staff morale and performance and increase the use of its services.

Revitalizing HRM with your actions and example

The dimensions of the human resource crisis in health have been reported in stark terms 
in many articles and publications in recent years. You have probably heard statistics and 
stories about the emigration of many health professionals each year from Africa to other 
continents and and how the staff left behind suffer from work overload and low morale.

Some people believe that the answer lies in training more health staff. Training is, indeed, 
important, but you cannot create a sustainable workforce by simply training more health 
staff and sending them into poorly managed environments, which they will leave at the 
first opportunity. No health organization, public or private, can fulfill its mission with a 
staff that is coming and going through a revolving door. 

Good HRM policies, systems, and management and leadership practices can be powerful 
agents of change. They can transform a dismal work climate, foster job satisfaction, moti-
vate people to perform at a higher level, and increase staff retention.

We have learned that there is resistance to investing in the HRM infrastructure when 
organizations see only the costs and not the benefits, which is why leadership in HRM is 
so important. 

Managers who lead have a vision of the future; realize that their staff is at the core of that 
vision; and can advocate for the HRM infrastructure that is essential to retaining a satis-
fied, productive workforce. In addition, managers who “walk the talk” and continually use 
leadership and management practices that promote employee satisfaction, performance, 
and retention are role models. They can inspire others throughout the organization to 
change their behavior. 

It is not uncommon for every level of the health system to lack a critical mass of manag-
ers—both in HRM and in general—who know how to lead and influence these human 
resource changes within and outside their organizations. If you and your team institute a 
solid HRM approach and good HRM practices, the resulting improvements in staff per-
formance and services will move more and more people in your organization to support 
your efforts. 

There is still much to be done. We encourage you to use the tools and approaches you have 
encountered in this chapter to strengthen the components of your organization’s HRM 
system. In so doing, you will be creating a positive climate for human resources and dem-
onstrating that, even with limited resources, the work environment as well as staff morale 
and performance can change for the better.

http://erc.msh.org/toolkit/toolkitfiles/file/HRM%20tool%202009%20final_intranet.pdf
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Do not underestimate what you can accomplish when you work together with your col-
leagues and base your recommendations on concrete data gathered from within your 
organization. All over the world, effective leadership has mobilized influential people to 
support positive change in human resources. As a manager who leads, you can point the 
way in your organization. 

Proven practices

■■ To achieve measurable results, developing a comprehensive human resource 
management strategy linked to your organization’s mission is more effective 
than working on one HR issue at a time. Single-focus HR interventions do 
not lead to sustainable improvements in staff retention and performance.

■■ You can best sustain HR changes by grounding solutions in the day-to-day 
management systems of your organization.

■■ As a manager, you and your work teams can make good use of leadership 
and management practices to explore new solutions to overcome chronic 
HRM issues. These practices will help you to develop strategic partnerships, 
influence policymakers, and forge new directions for HRM in your organi-
zation.

■■ It is important to involve all relevant sectors—finance, education, civil ser-
vice, local governments, and NGOs—in strengthening HRM. This includes 
communicating regularly with donors to get their support and input.

■■ You can use the Employee Satisfaction Tool to assess staff satisfaction in 
your organization and plan HR strategies to increase levels of satisfaction.

■■ The HRM Rapid Assessment Tool will help you identify the strengths and 
weaknesses of your HRM system and develop an action plan. 

■■ An employee incentive program should mix financial and nonfinancial 
incentives to foster job satisfaction and motivate employees. Nonfinancial 
incentives include providing a positive work environment, flexible employ-
ment arrangements, professional development, and other intrinsic rewards. 

Glossary of human resource management terms

compensation and benefits: The annual base salary paid to employees for a particular 
job, including the added benefits that are customarily allowed (e.g., health, vacation, 
housing, loans, sick leave). 

www.msh.org/resource-center/health-systems-in-action.cfm
http://programs.msh.org/vhrm/filelib/Employee_Satisfaction_Tool.pdf


5.  Managing Human Resources	 5:23

© 2010 management sciences for health	 Health Systems in Action

discrimination: In the workplace, the act of treating an employee unfairly or placing 
them at a disadvantage in comparison to others in a similar situation because of gender, 
physical condition, ethnicity, etc.

employee policy manual: A document made available to all employees that describes 
the organization’s policies and procedures as well as other expectations of employees 
and clarifies acceptable and unacceptable behaviors. 

human resource management (HRM): The integrated use of policies, systems, and man-
agement and leadership practices to plan for necessary staff and to recruit, motivate, 
develop, and maintain employees so an institution or organization can meet its goals. 

human resource plan: The document that results from annual (or longer-term) plan-
ning, describing the goals and priorities for staffing, training, and other HRM activities 
and how they are related to the organization’s mission. It includes a budget for achiev-
ing these goals.

incentives: Rewards, often monetary, that are used to reward staff for good performance 
and/or to attract staff to remote and rural areas.

job classification system: The scheme that the organization develops to classify jobs ac-
cording to their function and level of responsibility. It includes job descriptions for each 
position. 

job description: A document that states the job title and describes the responsibilities 
of the position, the direct supervisory relationship with other staff, and the skills and 
qualifications required for the position.

performance management: The policies, systems, and procedures used by an organiza-
tion to define and monitor the work that people do and to make sure that the tasks and 
priorities of employees support the mission and goals of the organization.

performance review: An examination of the employee’s performance by the supervisor 
and employee based on jointly established work plans and performance objectives. 

personal development plan: Typically, a written document developed jointly by the su-
pervisor and employee that describes the employee’s professional development objectives 
and the educational and/or on-the-job activities that will facilitate their achievement.

recruitment: Activities undertaken by the organization to attract well-qualified job candi-
dates. 

work climate: Employees’ direct or indirect experience of the workplace—what it feels 
like to work in an organization or group. Work climate is considered to be a determi-
nant of employee behavior.
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Appendix A. � Using the Human Resource Management 
Rapid Assessment Tool

The Human Resource Management Rapid Assessment Tool for Health Organizations: A 
Guide for Strengthening HRM Systems, introduced in 1999 and later modified on the basis 
of field experience, has been used by health managers in public and private organizations 
around the world. The tool stresses the importance of all the human resource functions 
and organizes them so people can easily understand how they interconnect with one 
another. Its premise is that these functions must be integrated to yield the most value.

The application of the tool encourages communication about important issues among dif-
ferent units in the organization. Using this tool will help you channel that communication 
toward agreement about which HRM functions are working well and which are not. Your 
organization can then use the tool to refocus and make needed improvements.

In the introduction to this chapter, we defined HRM as “the integrated use of policies, sys-
tems, and management and leadership practices to plan for necessary staff and to recruit, 
motivate, develop, and maintain employees so an institution or organization can meet its 
goals.” Based on this definition, HRM is responsible for a broad range of functions, from 
recruitment and hiring to developing staff to termination of employment. HRM is most 
effective when its authority is located at the senior management level of an organization. 
This status is appropriate because the HR functions touch and strengthen the entire orga-
nization using expertise not widely held by unit managers.

The HRM Rapid Assessment Tool identifies the characteristics and capacity of an organi-
zation’s HRM infrastructure and helps an organization develop an action plan for improv-
ing its infrastructure. The tool uses a matrix with:

■■ five broad areas of HRM;
■■ twenty-two human resource components; 
■■ four possible stages of development for each component;
■■ the characteristics of each component at each stage of development;
■■ blank spaces where users indicate the stage they consider appropriate to 

each component;
■■ blank spaces for briefly describing the specific circumstances that are evi-

dence of the ways the organization has reached a particular stage of  
development.

using the hrm rapid assessment tool to identify the 
stage of development of hrm systems
HRM components. The five core functions of an effective HRM infrastructure have from 
three to nine components associated with them and a total of 22 components among them 
(see Table A-1). Using a set of characteristics that describes stages of HRM development 
for each component, the tool provides a process through which an organization can assess 
how well it is functioning in relation to each component and determine what steps it can 
take to function more effectively.

www.msh.org/resource-center/health-systems-in-action.cfm
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TABLE A-1. E lements of HRM Systems 

Function Component

HRM capacity ■■ HRM budget

■■ HRM staff

■■ HR planning

Personnel policy  
and practice

■■ Job classification system

■■ Compensation and benefits system

■■ Recruitment, hiring, transfer, and promotion

■■ Orientation program

■■ Policy manual

■■ Discipline, termination, and grievance procedures

■■ HIV & AIDS workplace prevention program

■■ Relationships with unions

■■ Labor law compliance

HRM data ■■ Employee data

■■ Computerization of data

■■ Personnel files

Performance management ■■ Staff retention

■■ Job descriptions

■■ Staff supervision

■■ Work planning and performance review

Training ■■ Staff training

■■ Management and leadership development

■■ Links to external pre-service training

TABLE A-2. E xample of Stages of Development

Component Level 1 Level 2 Level 3 Level 4

HRM staff There are no 
staff specifically 
charged with 
responsibility for 
HRM functions.

There are HRM 
staff in the 
organization, 
but they 
have limited 
experience 
related to this 
field (personnel, 
recruitment, 
management) 
and/or 
have other 
functions in the 
organization as 
well as HRM.

There are 
trained HRM 
staff in the 
organization, but 
only at a level to 
maintain basic 
procedures and 
record-keeping 
functions.

There are 
experienced 
HRM staff in the 
organization 
who maintain 
HRM functions. 
They participate 
in long-range 
planning for the 
organization.
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Stages of organizational development. As organizations grow, strengthen, and mature, 
they evolve through several stages of development. Table A-2 gives an example of one 
component (HRM staff, a component of HRM capacity). The numbered levels at the top 
of the table refer to the stages of development. Organizations pass through these stages at 
different rates and tend to remain at a particular stage until they have developed a clear 
mission, good management structures and systems, and skilled managers and staff who 
use these structures and systems effectively. 

Most organizations are at different stages of development for different HRM components 
at any given time because the components received different levels of attention as the 
organizations grew. For example, many organizations manage training well because fund-
ing is available for this activity. At the same time, the personnel policy is out of date and 
does not serve managers and supervisors well. 

HRM characteristics. For each HRM component, the tool provides a statement that 
describes the common characteristics of organizations at four stages of development. 
These characteristics build on the characteristics of the previous stage(s). At the first 
stage, the characteristics describe an organization that is just beginning to develop capac-
ity in the component or has not paid it much attention. At the fourth stage, the character-
istics describe an organization that is operating extremely effectively with regard to that 
component and can probably direct its energies to components that are at lower stages of 
development.

MSH’s Electric Resource Center makes available an Adobe Acrobat (PDF) file of the 
Rapid Assessment Tool.

applying the hrm rapid assessment tool and 
interpreting results
There are two phases when using the tool:

1.	 assessment of the current HRM infrastructure
2.	 discussion of findings and action planning

A diverse group of staff in the organization, such as the CEO and representatives from 
senior staff and/or the board of directors, should introduce and champion the assess-
ment and planning processes. It is often useful for an external consultant to facilitate and 
administer the related activities.

Conducting individual assessments. Each person participating in the assessment 
should individually review the characteristics of every HRM component at each stage of 
development and then circle the characteristic that he or she believes best represents the 
current state of development for that component. If only part of the characteristic applies, 
the person should circle the previous characteristic.

Because the users of this tool come from many different parts of the organization, they 
often differ in their perceptions of whether the organization meets all the characteristics of 
a particular stage. Each participant should write one or two specific, concrete observations 
that show how the organization fits the characteristics of the stage he or she selected in 

www.msh.org/resource-center/health-systems-in-action.cfm
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the blank space labeled “Evidence.” (Box A-1 describes evidence.) This information will be 
used to help resolve differences.

Reaching agreement on the assessment results. After all respondents have completed 
their assessments, they share their results with the group and, taking one component at 
a time, discuss the evidence. Agreement is based on two assumptions. The first is that 
no single member of an organization possesses the complete truth. Every person at all 
levels of the organization possesses some part of the truth, and an accurate picture is best 
obtained by combining these individual perceptions. The second assumption is that care-
fully chosen reasons for the scoring can provide convincing factual evidence and allow a 
group of people to come to agreement on what might initially seem to be incompatible 
viewpoints.

The organization reaches agreement not by voting but by patiently sorting through all 
opinions and coming to a decision that every member can accept and work with, even if it 
does not completely match his or her preference.

Interpreting the results. When agreement has been reached about the results, it is 
time to review and analyze them. The group must now agree on those areas that require 
immediate action and those that should be part of a longer-term plan to strengthen HRM. 
Participants need to determine the priorities among the areas needing improvement. 

hrm priority areas
The HRM components relate to different parts of an HRM infrastructure. Some of these 
describe structural and organizational elements (e.g., staffing and budgeting), while others 
describe policy requirements. Some of the components describe management systems that 
are critical to managing human resources, such as performance management and super-
vision, and others relate to staff training and development activities. An effective HRM 
infrastructure integrates all these components.

In proposing solutions to HRM challenges, the group should first focus on specific core 
functions and the performance weaknesses identified within them. Typically, the order of 
importance for improving HRM functions is as follows:

1.	 HRM capacity. It is critical that you address this area first. If your assess-
ment for HRM capacity (budget, staff, human resource planning) is at Stage 
1 or 2—there are no qualified staff charged with HRM responsibility and 

BOX A-1.  What Is Evidence?

Evidence is a fact or concrete observation that supports the condition or stage of 
development. It answers the question, “What can we see or hear that tells us our 
assessment is accurate?”

For example, someone who places the organization’s compensation and benefits system 
in Stage 3 might write as evidence that there are fixed salary ranges with a maximum 
and minimum for each category of employee and that these standards are adhered to 
for hiring and merit pay. 
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there is no HRM budget or human resource planning—then your organiza-
tion cannot address the other HRM components described below.

2.	 Personnel policy and practice. All of the components included in per-
sonnel policy and practice provide an essential framework for defining the 
terms and conditions of work. They need to be in place before effective 
performance management and supervision can be implemented.

3.	 HRM data. All organizations require some means of gathering data about 
the people who work for them. They need employee information to accu-
rately project employment needs.

4.	 Performance management. Performance management and supervision 
systems define how people will formally interact with each other and how 
the work that they do will support the goals of the institution or organiza-
tion.

5.	 Training. Training is essential to an effective HRM capacity, but it is most 
effective when it is integrated into human resource planning, HRM policy, 
and performance management.

reaching agreement on priority strategies
Within the priority areas, the group probably will have identified several weaknesses 
that undermine HRM capacity. The group will need to decide which weaknesses they 
will address and how. Some weaknesses are more serious than others and may need to 
be addressed first. Solutions for a weakness in one component may require an integrated 
response with various other components. 

The characteristics of each stage of development provide useful information for determin-
ing possible actions to address the high-priority areas. For example, if your organization 
does not have adequate numbers of staff, priority strategies will address retention, recruit-
ment, and links with pre-service training institutions. If these measures do not yield the 
desired results, priority strategies may include redefining the job descriptions of current 
staff and providing them with training to take on their new responsibilities. If low morale 
is an issue, strategies focusing on supervision and management are appropriate. 

Strategies required for making improvements are not necessarily costly, but if resources 
are limited, you will want to prioritize strategies that:

■■ can be accomplished quickly and require few resources;
■■ will have the biggest impact on organizational goals, even if those take lon-

ger to accomplish;
■■ provide a basis for many other activities.

While it is necessary to focus first on a manageable number of components, it is also 
important to remember that the long-term effectiveness of HRM is only achieved when 
all components are addressed in an integrated manner. For example, a focus on in-service 
training is not sustainable if it is not linked to an overall retention strategy. 

Whatever the amount of time and resources required, your organization’s investment in 
HRM will make a major contribution to fulfilling its mission, achieving its goals, and serv-
ing its clients.

www.msh.org/resource-center/health-systems-in-action.cfm


5.  Managing Human Resources	 5:31

© 2010 management sciences for health	 Health Systems in Action

developing and implementing the plan
After the group agrees on the priority areas and strategies, it should develop an action 
plan. The characteristics of the next-higher state for each HRM component can serve as 
guides for formulating targets for desired performance and defining tasks for the action 
plan. Although it might not be possible to make the leap to the next level in all regards, 
defining optimal performance will help establish the interim steps. Long-lasting change is 
a gradual process, so it is best to set realistic goals, allow sufficient time to achieve them, 
and move logically from one step to the next. Your action plan should include activities 
and timelines and identify the persons responsible.

Before implementing your action plan, secure the commitment of leadership and other 
stakeholders. Explain the anticipated results and how they can help improve or address 
people’s HRM concerns. By involving others you will have active support when difficult 
decisions regarding the use of human and financial resources must be made, and prior 
involvement can help diminish resistance to change.

Conclusion

Careful and thorough use of the Human Resource Management Rapid Assessment Tool 
to gather information and develop an action plan can direct your organization’s focus and 
commitment to the areas of its HRM system that most urgently need improvement. You 
might also find that the process itself will educate staff, including managers, about the 
important and interconnected nature of the components of HRM, improve communica-
tion among staff, and motivate them to use their positions to contribute to the mainte-
nance of healthy HRM systems.

Straightforward and relatively quick and easy to use, the tool can be a catalyst for valuable 
and long-lasting improvement in your organization’s functioning and hasten achievement 
of its goals.
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chapter 6

Managing Finances and  
Related Systems

In this chapter, we examine aspects of financial management 
and related office operations systems. Financial management is 
concerned with accounting and budgeting, along with report-

ing and analysis, that allow managers, donors, and overseeing bod-
ies not only to know about revenue obtained or generated, assets 
owned, and expenses incurred but also to compare that informa-
tion to previous years or desired results.

Operations management focuses on systems that support the orga-
nization in reaching its objectives. These systems include procure-
ment (also known as purchasing), travel management, inventory 
management, and personnel management systems such as payroll 
and benefits. These systems are closely linked to financial manage-
ment because they have a direct bearing on how funds are spent 
and reported, how the organization’s assets are monitored and 
safeguarded, and how employees are compensated. 

Chapter 5 of this handbook covers the policies, systems, and lead-
ership and management practices that together make up human 
resource management (HRM). Information systems are presented 
in Chapter 8.

As a manager of a health program or health services, you can use 
information in this chapter to guide you in establishing internal con-
trols as a framework for all financial management activities. Inter-
nal control mechanisms provide a basis for making sure that the 
use of an organization’s precious resources is appropriate and that 
the resources serve the organization’s mission, maximize impact, 

Natalie Merlini Gaul
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comply with laws and donor regulations, and meet established standards for ethical con-
duct and sound operational practices.

You will also find both tools and links to help you assess the status of your organization’s 
financial and operations management, and suggestions to strengthen any weaknesses you 
might find. 

The breadth of topics and the array of basic information in this chapter and its appendixes 
make it the longest in this handbook. If you do not directly manage or oversee an area 
related to financial management and operations, you can selectively familiarize yourself 
with how these critical functions affect your organization’s ability to meet its strategic 
objectives and also learn how you can support sound financial management. 

Introduction

Increasing global awareness of the serious health problems faced by developing countries 
has resulted in a widespread desire to address these issues. This requires strengthening the 
ability of governments and civil society organizations (CSOs)—faith-based, community-
based, and nongovernmental organizations (NGOs)—to manage health projects and 
service delivery programs effectively and efficiently. To fulfill their growing responsibili-
ties, both public- and private-sector entities must manage funds with the utmost care 
and integrity. They share similar needs for efficiency, effectiveness, and transparent use of 
financial and other resources. 

Shifts in donor priorities or the economic climate may reduce the amount of funding 
available to support health programs. Economic factors may raise the costs of required 
goods, labor, and services. To cope with these scenarios, public health managers at all 
levels must understand and implement sound accounting and financial management prin-
ciples to safeguard their scarce resources and respond to changing economic conditions.

In addition to efficient and effective operations, financial management, and accounting 
systems, organizations must have strong internal control mechanisms to guard against 
misappropriation or fraud. Well-documented policies and procedures will both support 
the workforce and demonstrate fiduciary responsibility and stewardship to funders.

Organizations that demonstrate these high standards have the best chance of securing and 
maintaining donor funds and protecting their own working capital.

The leadership and management practices shown in the Leading and Managing for Results 
Framework in Chapter 2 of this handbook all apply to financial management. 

You and the leaders of your organization, including its board of directors, must scan for 
risks that might impact the financial health of the organization as well as for opportunities 
to generate support and funding for the organization’s mission. Scanning will also uncover 
best practices related to financial management as well as constraints that may affect the 
organization. 

www.msh.org/resource-center/health-systems-in-action.cfm
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As a manager who leads, you should focus financial management actions so they reflect 
the organization’s mission. You must determine priorities related to generating funding, 
investing in staff or equipment, or managing expenses to achieve the strategic objectives of 
the organization.

You need to align your organization’s financial goals and expectations, operations systems, 
and practices with its mission and vision. You must also mobilize resources, including 
capable staff, so that finance and operations systems operate optimally. 

A critical, but sometimes overlooked, role of leaders with regard to financial management 
is inspiring staff to comply with policies and procedures related to financial dealings, use 
resources wisely, and avoid conflicts of interest and unethical behavior related to financial 
transactions.

To serve as a role model, you should demonstrate honesty and integrity in the use of the 
organization’s resources. You must also demonstrate understanding of and respect for pru-
dent fiscal behavior and the related internal controls. Your deeds and example will speak 
louder than your words.

The organization’s activity, finance, and administrative managers engage in the four man-
agement practices with regard to financial management.

You and other managers carry out a variety of planning activities, such as drafting operat-
ing budgets for the current year and projections for future years based on the organiza-
tion’s strategic plans. You develop purchasing plans for needed equipment and other 
capital assets. And you develop plans to prevent or respond to potential risks that might 
impact the financial health of the organization.

Managers organize systems, structures, work processes, and policies. They recruit and 
train staff to ensure that efficient, transparent, and appropriate financial and administra-
tive actions are executed.

Finance managers implement the established policies and practices. Managers across the 
organization must use financial information to make decisions about activities and adjust 
plans as circumstances or available resources change.

Finance and general managers must monitor the financial activities of the organization, 
evaluate the results, and identify needed changes to work processes and procedures, bud-
gets, or planned uses of resources.

Financial management focuses on controlling, accounting for, conserving, and investing 
an organization’s resources (cash, employees, inventory, equipment, and time) to meet 
planned objectives. 

There is a perception that financial management is a narrow discipline, similar to com-
pensation management or the management of medicines and health products, or that only 
accountants and bookkeepers need to understand financial information. For those who 
lack formal financial training, the unique vocabulary and rules of financial management 
are sometimes regarded as too complex, dull, or even intimidating. 
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However, all managers—even those not directly connected with the accounting func-
tions—benefit greatly from having a basic knowledge of the principles and tools of finan-
cial management. Managers at all levels of an organization must concern themselves with 
financial matters or they will soon find that they do not have the resources they need to 
accomplish long-term goals or maintain day-to-day operations.

Financial management skills include:

■■ accounting for financial transactions;
■■ planning for operational activities, equipment purchases, and uses of labor;
■■ costing and pricing of goods and services;
■■ forecasting revenues and future expenses (sources and uses of funds);
■■ monitoring and controlling the use of resources.

Financial management uses these skills to maximize the use of assets, control costs, and 
plan activities to have the greatest impact and achieve desired goals.

Two Financial Truths

1.	 Assets, including time, are always limited.

2.	 Organizational objectives and needs are ever changing and seemingly unlimited. 

In this chapter, we cover the following topics:

■■ Financial Management and Operations Management (Overview)
■■ Assessing Your Organization’s Finance and Operations Systems
■■ Accounting and Financial Management Basics
■■ Managing Risk
■■ Conflicts of Interest and Unethical Conflict
■■ Procurement Management
■■ Travel Management
■■ Asset Management
■■ Cash Management
■■ Internal Control Requirements and Guidelines
■■ Using Policies and Procedures to Enhance Internal Control

Depending on your interests, time, and the needs of your organization, you may wish to 
focus on specific sections and their related resources. You can read these sections, with the 
exception of the overview, in any order or selectively.

Overview of financial management and  
operations management

Financial management and related operations management play a vital role in your orga-
nization’s achievement of its goals. It is not uncommon for conflicts to arise between the 
finance, operations, and administrative components of the organization and the technical  
or program staff who are designing and implementing health programs or providing 
services to clients. 

www.msh.org/resource-center/health-systems-in-action.cfm


6.  Managing Finances and Related Systems	 6:5

© 2010 management sciences for health	 Health Systems in Action

Perhaps you have heard statements such as:

■■ Finance and operations staff, with all their rules and regulations, cause too 
many delays and bottlenecks!

■■ Finance and operations staff don’t understand the needs or challenges of the 
service delivery teams!

In reality, all program, operations, and finance staff have roles and responsibilities related 
to managing risks and producing results for the organization. Tension among different 
functions is generally healthy and often unavoidable. When staff understand and respect 
each other’s roles and can evaluate conflicting needs in a broad context, the degree of ten-
sion will be minimized.

All staff should understand that finance staff must ensure that resources are available and 
that the organization maintains its economic health and conducts its affairs in a transpar-
ent manner. It must be accountable to its clients and donors and must act in accordance 
with rules of law, international standards for sound business practices, and ethical behav-
ior. This is the finance staff ’s contribution to fulfillment of the organization’s mission.

By sharing analysis of past financial results and trends, your financial staff can influence 
programmatic decisions, such as:

■■ pricing or cost recovery schemes for services;
■■ determining whether to expand or eliminate programs; 
■■ improving work processes and increasing technological capacity, staff levels, 

or compensation; 
■■ expanding fund-raising or capital generation to meet projected shortfalls 

that will prevent the achievement of short- or long-range goals.

If the programmatic, technical, and operational elements of your organization are well 
integrated at all stages of planning and implementation, conflicts will be minimized or 
eliminated. Include the finance and operations manager(s) in annual and strategic planning 
from the start so they are not simply creating budgets for plans that were developed with-
out their input. And you should instill an understanding in all staff of financial constraints, 
sound organizational practices, and ethical behavior with relation to how the organization’s 
assets are used. The ideal is an ongoing, two-way loop of communication and engagement 
that draws upon the expertise of—and considers the needs of—all functions.

You can help your colleagues understand how the finance function contributes to the 
success of their programs by documenting and distributing policies and procedures, as 
defined in Box 1, throughout your organization; by training staff in the application of 
these policies and procedures; and by communicating how all staff are expected to comply 
with and enforce financial management policies. 

When thinking about financial management, it is easy to become narrowly focused on 
choices related to accounting activities, such as:

■■ how to organize financial reports and budgets;
■■ how to track and consolidate financial transactions;
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■■ whether to keep detailed accounts or summaries by broad account categories;
■■ which software to use to capture financial transactions;
■■ whether to pool costs by department, project, and program objectives or by 

organizational level;
■■ the most efficient and cost-effective way to staff and organize the financial 

management function. 

If your interest in financial management within the organization is limited to accounting 
activities, it is focused on the past, rather than the present and future, because account-
ing is generally the recording and reporting of financial transactions that have already 
occurred. It results in the financial reports needed to satisfy tax requirements, convince a 
bank or donor to provide funding, or equip a manager with historical data needed to cre-
ate projections and budgets for future activities. 

But broadening the financial management perspective to include procurement, travel 
and logistics, and facilities management moves the focus to the present and future. The 
emphasis is no longer only on recording what has already happened; the emphasis is also 
on influencing how funds will be expended now and in the future. 

The benefits of integrating financial management and operations management include:

■■ ensuring that assets already obtained will be kept safe, in good working 
order, and available for the use of programs that require them;

■■ deciding what will be bought and how, so that the best value is obtained;
■■ allowing for enhanced revenue generation through proper pricing of goods 

and services that is acceptable to clients;
■■ safeguarding the organization and the individuals involved in its ownership, 

management, or program implementation by ensuring that financial trans-
actions are conducted lawfully and ethically;

■■ creating an organization that fairly compensates staff for their work while 
at the same time allowing for the provision of quality services that serve the 
broadest possible client base.

A word of caution. The materials in this chapter are of a general nature and represent 
best practices that should be relevant worldwide. It is not possible, however, to address all 
the country-specific situations that could have an impact on your individual organization.

BOX 1.  Definitions of Policies and Procedures

What Is a Policy? A policy is a managerial directive pertaining to accepted business 
strategies, objectives, and standards. It answers the question: what will be done?

How Are Policies Determined? Boards of directors and senior managers generally set 
policies that reflect the mission, strategic objectives, and standards of the organization. 
An organization may also need to adopt or adapt policies to comply with rules and 
regulations established by donors and governments. Policies should reflect the values of 
the founders, owners, directors, staff, and volunteers of the organization.

What Is a Procedure? A procedure is a methodology or series of actions that is followed 
to carry out a policy. It answers the question: how will it be done?

www.msh.org/resource-center/health-systems-in-action.cfm
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This chapter is intended to inform you as a manager of a health program or health ser-
vices and enhance your ability to manage program activities by understanding the role of 
finance and operations. This understanding should be combined with:

■■ recruitment of financial managers and operations managers who have the 
relevant education and work experience;

■■ active involvement of finance and operations managers in program manage-
ment activities, especially planning;

■■ engagement of public or chartered accounting firms or audit firms to rou-
tinely review your financial statements and internal control systems;

■■ seeking advice from lawyers or tax accountants who understand the country 
context, applicable laws, and requirements for an organization of your type. 
Professional advice can prevent major issues, including fines or lawsuits 
resulting from noncompliance with laws and regulations.

Assessing your organization’s financial and  
operations systems

An assessment of the current financial health of an organization and its prospects for the 
future should include a review of:

■■ the financial and operations systems, structures, policies, procedures, and 
practices;

■■ the organization’s capacity to provide services;
■■ the availability of capital from donors or the government or revenue gener-

ated from the sales of services and commodities. 

Depending on the size and staffing of your organization, you may want to hire a consul-
tant to help conduct the assessment, analyze the results, and implement needed changes. 

Three tools—QuickStart, the Financial Management Assessment Tool, and the Manage-
ment and Organizational Sustainability Tool (MOST)—can help your organization check 
its financial management systems.

■■ QuickStart is a relatively simple assessment tool that is most appropriate 
for small, fledgling organizations or organizations interested in obtaining a 
quick snapshot of their capabilities and weaknesses in accounting, financial 
management, and operations systems. The answer key serves as a basis for 
staff development and systems strengthening.

■■ MOST takes an in-depth view of the organization’s overall management, 
including financial management, and is better suited to slightly more mature 
organizations. 

■■ The Financial Management Assessment Tool provides a detailed look at the 
financial management systems of an organization and is best suited to large, 
complex organizations. 

Your organization might decide that strengthening financial management systems will 
require major capital outlays for initiatives such as the installation of a sophisticated 

http://erc.msh.org/toolkit/Tool.cfm?lang=1&TID=191&CID=10
http://erc.msh.org/toolkit/Tool.cfm?lang=1&TID=162&CID=4
http://erc.msh.org/toolkit/Tool.cfm?lang=1&TID=134&CID=3
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accounting software package; recruitment of additional accounting, administrative, and 
support staff; or expansion of fund-raising activities to generate additional funding or win 
new contracts. 

However, most organizations find that relatively small improvements, at low or no cost, 
are all that is needed to reap significant benefits. Such improvements generally involve 
strengthening internal control systems, documenting financial policies and procedures 
and communicating them to staff, and instilling in all staff members an understanding of 
how they contribute to maintaining the financial health of the organization. 

In the past decade, the cost of computer equipment has decreased significantly, and access 
is far greater. Many accounting software packages geared toward small organizations are 
commercially available and require little modification to be applicable to nonprofit organi-
zations. 

Staff members are increasingly likely to have computer skills, including the ability to use 
spreadsheets and databases, which greatly increase their capacity to do financial analysis, 
use forms and templates, and generate reports. Many large organizations provide staff with 
Internet access, and some have internal websites that are a major resource for performance 
improvement and the sharing of financial information.

Not only will improvements in finance and operations systems strengthen the health 
of the organization, sound management practices will also make a good impression on 
potential contributors. They will be more inclined to award projects or make donations 
because they have confidence that the funds will be used appropriately, desired results can 
be achieved, and the results will be accurately documented and shared. 

Accounting and financial management basics

Valuable lessons learned from history help us prepare better for the future. Financial data 
provide a powerful history lesson that allows managers to better budget for future costs, 
project cash needs, and forecast growth for their organization. These lessons are often 
communicated by the organization’s financial management staff through their routine 
reporting and financial analysis. 

what is accounting?
The section below outlines accounting methods, basic principles, and reports. If you have 
experience in financial management, you may wish to skip this section. If you are unfa-
miliar with accounting terminology, consult the Glossary in this chapter for definitions.

Accounting is a system of consistently recording financial transactions. In the simplest 
terms, the goal of accounting is to document what an organization owns, its debtors 
(those who owe it money) and creditors (those to whom the organization owes money), 
income, and donations. Analysis of accounting data helps determine whether revenue or 
funding is sufficient to cover costs and allow for growth. It is a mix of art and science.

www.msh.org/resource-center/health-systems-in-action.cfm
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The science comes from the application of rules and standards. Accounting standards are 
dictated by national governments, tax authorities, and the international community of 
accounting professionals. Standards focus on the ethical and appropriate use of resources 
and how financial transactions are reported. These standards attempt to ensure that 
similar transactions are treated consistently and that revenue is linked with the expenses 
incurred to generate it.

The concept of linking revenue to related expenses is known as the matching principle. 
This makes it possible to compare results from year to year, and to some degree, among 
organizations. Financial information must be gathered completely and accurately to guar-
antee the reliability of financial statements. 

Accounting standards provide guidelines on how the principal financial reports use mea-
surements and are organized, recorded, and reported. These standards are documented in 
a publication called the Generally Accepted Accounting Principles (GAAP). The standards 
of the United States and the United Kingdom are used throughout the world, but other 
standards exist to meet unique conditions found in other countries.

The art of accounting is evident when financial reports are created in a way that tells a 
story and provides sufficient information for administrators and technical activity manag-
ers to make sound operational decisions. A well-designed chart of accounts (see Box 2) 
that determines how information is categorized and summarized is key to the ability to 
create analytical reports that easily allow managers to interpret financial results. 

For more information, see “Sources of Data for Reporting” in this chapter.

BOX 2. T he Chart of Accounts

The chart of accounts is a list of the categories of financial transactions that will be 
tracked in the accounting system and flow to various financial reports. To make data 
entry and tracking easier, these account types are generally assigned an identification 
number.

Although the chart of accounts varies among organizations, there are some generally 
accepted standard categories:

■■ Assets: what is owned, including cash, investments, equipment, furniture, or what 
is due from others, such as clients or donors;

■■ Liabilities: short- and long-term debt that is owed to vendors, banks, staff, or 
government agencies;

■■ Equity: cash, property, inventory, and equipment that belong to owners, partners, 
or shareholders after deducting liabilities from the organization’s assets; 

■■ Income: revenue generated through operations, sales, donations, and fees for 
services;

■■ Expenses: costs for materials, supplies, travel, wages, services, facilities, 
medicines, commodities, etc. This is often the lengthiest section because a detailed 
list of such costs is useful for financial management, reporting, and budget 
monitoring.
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Accounting that is executed in accordance with all the rules does not necessarily guarantee 
useful management information. Reports must be clear enough to be interpreted accu-
rately, and they must reach the people who have the power to make operational decisions. 
Needed reports must also be timely to allow managers enough time to take corrective 
action, if necessary. All too often, financial reports are designed only to satisfy govern-
ments or donors at the expense of meeting the needs of the organization. Although sat-
isfying these requirements is essential to receiving future funding, it may be necessary to 
negotiate report formats or prepare multiple financial reports to satisfy both sets of needs.

If you understand how to interpret financial statements and analyze results, you are less 
likely to make poor decisions or jump to false conclusions. It is especially important to 
understand if the reports disclose all costs, including indirect ones.

The accuracy of financial data is paramount, but the statements must also tell a true story 
by reporting the right (relevant) data, as soon as possible after the transactions occurred 
(timely), and in a clear (simple) format. Financial statements should illustrate, rather than 
obscure, the fiscal position of the organization. 

In other chapters we review SMART criteria for defining objectives. Here’s a memory tool 
for keeping the SMART in financial reports:

	 S	= Simple
	 M	= Meaningful
	 A	= Accurate
	 R	= Relevant
	 T	= Timely

standard accounting reports
As a manager, you probably receive several standard accounting reports designed to help 
you determine the financial health of your organization. Some managers make a major 
mistake by not reading them. If your organization uses computerized accounting software, 
key reports should reach you early enough to help you make important adjustments in 
activities and programs when actual results are not in line with budget expectations. 

Accountants report on historical financial events and performance using two primary 
reporting tools: the balance sheet and the income statement. These reports reflect the 
health of an organization at a specific point in time. They are generated quarterly or 
monthly. 

The more frequent and current the reports, the greater the possibility that you can make 
decisions while there is adequate time to influence future financial results. Most organiza-
tions will want—and may be required—to have these reports prepared or reviewed annu-
ally by an outside accounting or audit firm.

The balance sheet. The balance sheet focuses on the assets, liabilities, and equity of an 
organization. (See Appendix A for an example.) It is a snapshot of account balances at 
a specific time. The fundamental principle of accounting is that assets equal liabilities 
plus equity. The standard format of a balance sheet contains two schedules. One sched-

www.msh.org/resource-center/health-systems-in-action.cfm


6.  Managing Finances and Related Systems	 6:11

© 2010 management sciences for health	 Health Systems in Action

ule reports on the value of the assets of the organization. The second schedule details the 
liabilities and the equity of the organization. The total of the first schedule will equal the 
total of the second schedule. This is the concept of balanced books—the two schedules 
must offset one another to show the overall value of the organization. 

The balance sheet can take a variety of formats, depending on the level of detail desired, 
but will always include:

■■ the total value of assets on the date specified;
■■ the total value of liabilities on the date specified;
■■ the total value of equity on the date specified.

The income statement. The income statement (also known as a profit and loss state-
ment) reports on income and expenses resulting from the organization’s operations. (See 
Appendix B for an example.) The format lists all sources of income first, followed by 
expenses. The end of the report is an expression of income minus expenses that deter-
mines what is often referred to as the bottom line. A positive result indicates a profit from 
operations; a negative result indicates a loss.

Income statements are often categorized by departments, divisions, or geographic loca-
tion. This makes it easier to determine which departments or service areas are covering 
costs, generating profit, or running at a deficit. Nonprofit entities may not prepare income 
statements, but they will need to prepare similar reports on the sources and uses of funds. 
Regardless of their status, however, all organizations must be concerned with covering the 
full costs of operations and generating funds for future expansion and growth. 

Two other key financial management tools that focus on the future are budgets and cash 
flow statements. 

Budgets. Budgets are expressions of expected future income and expenses. They are 
generally based on historical data, if available, and adjusted based on assumptions regard-
ing inflation, increases or decreases in income or expenses, and expected expansion of 
programs and services. Once created, budgets become a tool to monitor current operating 
performance: Are costs higher than planned for? Are sales or services less than expected? 
Is funding less than expected? 

Reviewing budget results and reacting quickly allows you to take corrective action before 
too much money or other resources are lost, or to use unanticipated resources to capitalize 
on opportunities that have arisen. 

If there are variances between budgets (planned) and results (actual), it is important to 
analyze the reasons. You can begin by looking at the big picture:

■■ Did we do what we planned to do?
■■ Did it cost what we expected?
■■ Has our income or funding been at the planned levels?
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There are further questions you can ask to determine the causes of budget variances:

■■ Is there an error in the budget values or the financial results due to a clerical 
error or miscoding?

■■ Were the budget assumptions inaccurate or incomplete? 
■■ Is the variance related to timing of income or expenses that will self-correct 

in the next accounting period?
■■ Has the market changed, resulting in higher or lower costs or more or less 

demand for services or commodities? 
■■ Were the historical data incomplete, inaccurate, or misinterpreted, leading 

to flawed budget amounts?
■■ Are the variances an indication of poor performance, misuse of funds, or 

changes beyond the control of the staff of the organizations?

Once you have analyzed the reasons for the variances, you can respond to them by asking 
four key questions:

1.	 Do you need to adjust the budgets and, as a result, expectations about future 
spending or income levels?

2.	 Is it necessary to cut activities or reduce costs?
3.	 If budget variances are positive, is it possible to increase activities or invest 

in long-term assets?
4.	 Should you do nothing, expecting that the variance will self-correct? If you 

choose to do nothing, it must be a deliberate decision and not the result of 
ignoring the financial data.

The answers to these questions will help you create better budgets in the future, as well as 
provide insights into market trends or inefficiencies within your organization.

Cash flow statements. Cash flow statements detail cash coming into the organization 
from donors, customers, and investment income as well as cash spent for general and 
administrative costs, program expense, or investments. Cash flow statements are con-
cerned only with cash position, so factors such as accounts receivable and accounts pay-
able that have not yet impacted cash are not considered. These statements help managers 
predict needs for cash and plan the timing of income and expenditures. These projections 
are critical because an organization can find itself in trouble if cash is not available when 
expenses are incurred. Ideally, cash flow in will be greater than cash flow out.

sources of data for reporting
The backbone of financial reports is the chart of accounts and the general ledger.

The chart of accounts. This is a listing of code numbers and descriptions that itemize the 
types of income, expenses, assets, and liabilities about which information will be accumu-
lated, tracked, and reported. The chart of accounts should reflect a balance between what 
the accountant needs to satisfy statutory requirements and standard accounting practice 
and what program managers need to plan and monitor. It should be detailed enough to give 
you sufficient data to make decisions and plan for relevant categories or types of expenses. 
However, the account codes should not be so numerous or complex that coding, recording, 
sorting, and reporting on financial transactions become labor intensive or costly. 
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Often the creation of the chart of accounts is left to the accountant. It is essential, never-
theless, that managers in the organization are clear about the types of information and 
reports they need, so that a useful chart of accounts can be created and maintained. 

For example, it is difficult to provide monthly data on the cost of gasoline if the costs of 
water, oil, electricity, and gasoline are all summarized under Utilities. The use of comput-
ers to process financial information has increased the ability to expand coding and report-
ing possibilities without greatly increasing costs or labor.

The general ledger. This is the primary financial record of an organization. All financial 
transactions are recorded in it, either in detail or summarized from other subsidiary jour-
nals or ledgers that track items such as revenue, expenses, and labor costs. Transactions 
are recorded in an orderly fashion, by date, and in accordance with the chart of accounts. 

Sometimes the general ledger is a very large book, completed in pen and ink, but today it 
is more often a data file and a series of computer-generated reports.

As a manager, you will be most efficient if you can link an expense with the activity, 
service, or department that generated it, so that you can analyze the cost in relation to 
the benefit received. Many managers recognize the need for integrated systems in which 
financial information interacts meaningfully with operational and program data, and 
accounting information is linked to budgets. 

New technology such as computer disks that can store vast amounts of data, readily avail-
able and user-friendly accounting software, and lower costs for high-speed computers are 
making it easier for managers to satisfy their need for integrated information.

debits and credits
Accounting has a unique vocabulary. Assets, liability, equity, income, and expenses have 
already been mentioned. Debit and credit are two other important terms that originated 
in the earliest days of double-entry bookkeeping. Whether accounts are kept in paper led-
gers or in computerized files, debits are treated as positive numbers and credits as negative 
numbers. In keeping with the principle of balanced books, the net result of the debits and 
the credits must be zero. 

Debits. A debit is a positive number, recorded in the left-hand column of a manual ledger. 
It is used to record increases in assets or expenses and decreases to liabilities and equity. 
This statement might appear counterintuitive, but it is the generally accepted accounting 
protocol. This principle can be memorized.

Credits. Credits, posted in the right-hand column of a manual ledger, are negative num-
bers and are used to record increases to liabilities, equity, or income and decreases to assets 
and expenses. For each financial transaction, there are offsetting entries of debits and cred-
its. The net effect is a balanced transaction totaling zero. See Box 3 for an example.

It should be noted that in a computerized accounting system the user may not always see 
columns or the placement of the debits and credits because the software will assign the 
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proper status based on the nature of the transaction being posted. However, it is impor-
tant to understand this principle because some entries, such as general journal entries or 
adjusting entries will normally require the accountant to manually indicate the debit and 
the credit sides of the entry.

accounting methodologies
This section discusses three accounting methodologies: cash basis accounting, accrual 
basis accounting, and activity-based cost accounting.

Cash basis accounting. Cash basis accounting is relatively unsophisticated. Revenue 
is recorded when it is received, and expenses are reported when they are paid. The focus 
is solely on when cash enters or leaves the organization and not on when the revenue 
was actually earned or when the expense was actually owed or incurred. This method of 
accounting can seriously misrepresent the present financial position of an organization.

For example, if an organization elected to prepay the next year’s rent and purchase all the 
supplies needed for the upcoming year in December, the bottom line at the end of Decem-
ber might reflect expenses far exceeding income. It would not show that these expenses 
purchased assets and inventory that will be used at a later date. 

Similarly, if expenses have been incurred, but payment for them has not been made, finan-
cial results will seem more positive than they actually are. With this accounting method-
ology, it would be possible to manipulate financial results to appear more profitable or to 
reduce income tax liabilities by timing the payment of debts. 

Accrual basis accounting. To present a more accurate financial position, an organiza-
tion can use accrual basis accounting. In this methodology, revenue is recorded when it 
is earned and expenses are recorded when they are incurred, without regard to when the 
cash changes hands. 

BOX 3.  A Debit and Credit Example

You wish to purchase an order of paper for the printer that costs $1,000. This will be 
recorded to an expense account called Office Supplies. This transaction requires the use 
of funds being held in a checking account, which are tracked as an asset.

The office supplies account is increased by $1,000 (the debit entry, or positive number).

The checking account is decreased by $1,000 (the credit entry, or negative number).

$1,000 − $1,000 = 0, indicating that the books are in balance.

Cash Account Expense Account Net

Checking 
− $1,000 
(credit entry)

Office Supplies 
+ $1,000 
(debit entry)

 
0 
(balanced books)
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Two special balance sheet accounts, accounts receivable and accounts payable, are 
used to recognize income and expenses as they are incurred. They are cleared when the 
payment is actually received or a vendor invoice is actually paid. This leads to a more 
accurate profit and loss statement that is free of the misrepresentations possible in the 
cash-based method. 

Returning to the previous example, in an accrual-based system, the prepaid rent or sup-
plies would be recorded as assets in December, with no effect on the expense accounts 
until the rent is owed and the inventory used. Each month in the following year, you 
would make entries to reduce the prepaid accounts and recognize the actual expenses.

You can account for the usage of assets, such as buildings, vehicles, or equipment, by 
recording depreciation, which distributes the cost of the asset over its useful life. For 
example, only one-fifth of the cost of a truck, expected to be in service for five years, 
would be charged as an expense each year. Similarly, the cost of major expenditures, such 
as research and development, are often amortized—spread out—over a period of time. 

Activity-based cost accounting. Activity-based cost accounting attempts to calculate the 
full cost of an activity, project, or service through the allocation and attribution of support 
costs. For example, the cost of providing a medical exam includes not only the doctor or 
nurse’s time and supplies used during the exam, but also some portion of the clinic rent 
for an exam room, use of equipment, and even a small portion of the salary for a clinic 
manager, receptionist, and accountant. 

The goal of activity-based cost accounting is to track and disclose the total costs of all tech-
nical activities, including a fair proportion of the indirect costs incurred in execution of 
these activities. There are two major reasons for you to use activity-based cost accounting:

1.	 If an organization is self-sustaining, it is critical for you to understand the 
full cost of activities because this allows you to make well-informed deci-
sions about pricing, cost recovery, and service mix.

2.	 In a multidonor environment, using this type of accounting allows you to 
charge donors only for the costs they have agreed to support.

types of costs
There are two general types of costs that are incurred within your organization: direct 
costs and indirect costs.

Direct costs are incurred exclusively for a given project or program activity. For example, 
an organization might purchase and distribute condoms as part of a family planning proj-
ect. The cost of the condoms would be a direct cost to that project because there is a direct 
link to that, and only that, activity.

There are two basic categories of indirect costs: (1) general and administrative costs that 
cannot be assigned to any particular activity, and (2) indirect costs related to program-
matic activities but not exclusively to a single project or program. 
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General and administrative (G&A) costs. G&A costs, also called overhead, are expended 
for the benefit of the entire organization. They are essential for the execution of the techni-
cal work but cannot be assigned directly to a particular project or activity. Examples are:

■■ real property: literally, the roof overhead, including rent and utilities; 
■■ labor: salaries for administrative, accounting, maintenance, and general 

management staff who provide support to all projects;
■■ general office supplies, such as paper, computer supplies, and cleaning sup-

plies, if shared by all; 
■■ shared office equipment, repairs, and services such as photocopying, post-

age, telephone, and Internet access.

The indirect costs of technical activities, including related management. These are 
costs incurred specifically for the benefit of programmatic activities, but that are shared 
among several projects or activities. These can include salaries, supplies, equipment or 
other costs that are expended solely for the benefit of specific program activities. 

Donors often restrict the amount of funding that can be applied to overhead costs by 
setting limits on the overhead rates in project budgets; they prefer that the funds be used 
for activities in the project or program they are sponsoring rather than for general organi-
zational support. With this understanding, your organization may be able to legitimately 
shift some traditionally indirect costs to direct costs if you have the technology to mini-
mize the accounting burden. 

For example, photocopiers and telephone systems can often be modified to require charge 
codes that make it possible to analyze bills by activity code. Usage logs can also be main-
tained by hand for these types of charges. However, the discipline required to maintain 
such logs consistently, as well as the effort required to analyze and tabulate the logs each 
month, might not be worth the benefit derived from allocating these costs directly. 

The methods used and systems required to attribute costs directly to projects should not 
be so time-consuming, costly, or onerous that the burden outweighs the benefits. 

Indirect costs can be further defined as either allocable costs or attributable costs. 
They are treated separately in Appendix C. Appendix D shows how to calculate an indi-
rect cost rate.

When costs benefiting multiple activities are to be apportioned among those activities, the 
rationale for distributing those costs should reasonably reflect the benefit. For example, if 
an organization wanted to allocate the cost of an Internet connection and email server, it 
could use a percentage based on the number of staff working on a particular activity. An 
activity with more staff would bear a larger share of the cost of the Internet services. 

implementing activity-based cost accounting
First, your organization must determine how it will define its activities (see Box 4) and 
at what level of detail. This fundamental decision affects the type of accounting system 
required and might lead to a decision about how records are organized, whether records 
are compiled manually, or whether new software is needed. Information about selecting 
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accounting software appears in Appendix E, and Appendix F provides tips about imple-
menting new software.

Implementation of an activity-based cost accounting system requires that the costs be 
assigned to the applicable activity at the time it is incurred. This requires an accounting 
system that can track and report costs in this manner by using such processes as:

■■ timesheets on which staff indicate the amount of time they spend support-
ing each coded activity;

■■ purchase orders or procurement requests that indicate which activity a par-
ticular good or service is for;

■■ the assignment of travel costs (including use of the organization’s vehicles), 
to the activity that incurs the transportation, lodging, meals, or other costs 
related to travel.

All staff, not just the accounting staff, must use these processes because only the originator 
of the cost may know which activity the cost is supporting. There may be some resistance 
to using the new processes and forms if your organization has not already established this 
system. Because management systems depend on people, communicating to your staff the 
rationale behind the changes will encourage them to cooperate. You can apply the prin-
ciples of leading and managing through change described in this handbook, most notably 
in Chapter 2, as you make the transition.

efficient use of resources
Anyone in an organization who has control over the use or purchase of resources is a 
financial manager. This role is not limited to the accounting staff or managers who approve 
budgets or sign checks. To varying degrees, all staff members act as stewards and custodi-
ans of assets on behalf of donors, sponsors, owners, and especially the clients being served.

If you have the ability to incur a cost, use an asset, develop or approve a budget, or obligate 
the organization financially, you must occasionally wear the hat of a financial manager. 
Any decision you make that affects the use of the organization’s resources impacts its abil-
ity to provide the desired quality and quantity of health care services.

BOX 4.  Defining Activities

What your organization defines as an activity (or project or subproject) is often based on 
in what form donors or boards require financial reports or how program staff members 
manage and monitor operational plans and budgets.

The definitions of activities, projects, or subprojects depend on:

■■ the source of funds, such as a donor agreement or contract;

■■ health outcome areas, such as family planning, infectious disease, or child 
survival;

■■ geographic regions;

■■ program interventions, such as service delivery, training, or behavior change 
communication;

■■ operating departments.
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Therefore, it’s important to be able to recognize a financial obligation, which can be 
defined as an agreement to hand over an organization’s assets, generally cash, in exchange 
for goods, services, or other assets. You commit to such an obligation when you issue a 
purchase order, sign a rental agreement or lease, award a contract to a consultant or ven-
dor, or make an employment offer to a staff member on behalf of your organization.

As a manager, you must continuously seek the most efficient uses of limited resources to 
achieve the goals and strategic plans of your organization. The environment is constantly 
changing because of factors such as new technology, demands in the marketplace, avail-
ability of scarce resources, and political situations. 

Financial management requires you to use management and leadership practices such as 
scanning the environment and monitoring changes to look for opportunities to change 
operational practices or alter plans so that your organization can take advantage of—or 
counteract—these changes.

Examples of the steps managers can use to address shortfalls and variances from plans 
include:

■■ cutting costs by taking measures such as reducing staff or changing operat-
ing hours;

■■ raising prices for services or commodities;
■■ marketing to increase sales;
■■ changing service or product mixes to eliminate less profitable elements;
■■ changing the timing of activities or expansion to better meet the timing 

of revenue;
■■ creating a staffing structure that establishes segregation of duties;

BOX 5. T hree Powerful Money-Saving Practices for Financial Managers 

Substitution. If your review of the budget or financial statements reveals a shortfall, 
you may be able to substitute lower-cost inputs: labor, supplies, outsourced services, or 
modes of travel, for example. Looking for new suppliers who offer lower prices, or flying 
in economy class rather than business class are examples.

Economies of scale. You may be able to negotiate better prices for needed goods and 
services by purchasing in larger quantities or establishing long-term contracts with 
vendors. This can be a wise approach if there is adequate cash or credit available for the 
purchases and if stockpiled supplies can be protected from loss, theft, and spoilage. 

It is important to balance the savings of buying in bulk with the cost of possible spoilage 
and the cash drain of having too much money tied up in idle inventory rather than 
being available for immediate needs.

Reduction of idle capacity. If staff or facilities are not fully used, you may be able to 
assign them additional functions or loan or rent them to others. For example, empty 
offices might be leased to another organization or a secretary with free time during 
the day might be trained to take on some accounting duties. These staff or facilities 
represent sunk (fixed) costs. Although the total costs of these resources will not change, 
the outputs from those costs can increase or additional funds can be generated to offset 
some of them.
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■■ implementing policies of internal control that safeguard against theft, 
fraud, misuse, or loss of resources;

■■ hiring competent accounting staff and external auditors as well as 
orienting general managers to their role in the financial management and 
health of the organization.

Box 5 shows other ways of making the most of scarce resources.

As a manager you have to keep in mind the ultimate goal: providing quality services 
at a price that clients can pay or that can be supported through other funding sources. 
Depending on circumstances, your ability to influence the situation might be limited. 
Donors often specify how donated funds can be used and require reporting as a condition 
of their donation. Donors may set approved budget limits and cost ceilings. 

Donated funds may also come with cost principles outlining what types of costs are allow-
able or unallowable, such as prohibitions on the use of funds for entertainment or alcohol.

Managing risk

Finance managers are often given the task of managing risk for the organization. Although 
some risks are programmatic, many fall into the realm of financial management. 

Risks have three common elements: a negative event or practice, the probability of occur-
rence, and the severity of occurrence. Costs or losses can be monetary or intangible, such 
as the tarnishing of the organization’s reputation or a decline in clients’ confidence or a 
donor’s trust.

some risks related to financial management
Financial managers must contend with and manage numerous risks, such as:

■■ lack of information about the true costs of providing products or services;
■■ assuming you can make it up in volume without recognizing that if you are 

generating losses, volume only creates larger losses;
■■ dependency on donors or a limited number of donors;
■■ setting prices for services too low;
■■ failure to monitor the changing environment;
■■ condoning poor budgeting, planning, and reporting practices;
■■ failure to take advantage of opportunities;
■■ failure to cover overhead costs.

Strategies for dealing with risk include acceptance, avoidance, and control. You can accept 
the risk and take the loss, avoid the risk, or control it through mitigation and contingency.

Risk: The potential for occurrence of an event with negative consequences.

Risk = the cost of a negative event × the probability of the event happening.
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Mitigation. Mitigation is a before-the-fact technique. It requires analyzing what could 
happen, the probability that it will happen, and how damaging the results would be. The 
aim is to put policies and procedures in place to monitor any events or circumstances 
that might trigger risk events and to prevent them, control them, or lessen their severity. 
Analysis of financial data is one way to monitor risk and quantify results.

Contingency. Contingency is an after-the-fact technique. It involves having plans in place 
that can be quickly mobilized if the unfortunate event occurs. By carefully identifying pos-
sible risks, you may be able to identify possible solutions. Contingency provides a “cure” 
for the consequences after a negative event has occurred. It is wise to build schedule and 
budget reserves into project plans to cover risks that cannot be mitigated.

Guidelines for preparing a risk management plan appear in Appendix G.

documentation of financial transactions  
and audit trails
All financial transactions must be thoroughly documented, from the initial approval to 
final payment. This includes approved purchase orders, shipping receipts, and dated and 
itemized vendor invoices. All transactions must be traceable to the financial reports and 
bank records. This is generally done by assigning a unique transaction number to each 
financial transaction that flows from the source documentation to the accounting system 
and subsequent reports.

All transactions should show prior approval by the appropriate, authorized director or 
activity manager. Prior approval is an essential element of financial control. If approval is 
not in place until after the transaction has occurred and the check is being signed, it is too 
late to prevent an unallowable use or misuse of funds. Box 6 offers ways to be certain that 
approval is warranted.

The documentation should make the purpose of the expenditure and, when applicable, 
the appropriate donor contract or funding source clear. If activity-based cost accounting is 
used in your organization, the activity and its assigned code should appear on the docu-
mentation.

BOX 6.  Questions to Ask During the Approval Process

■■ Are the desired goods or services required for the activity or for general operations?

■■ Is this transaction in accordance with the organization’s policies and donor 
requirements, and with the rules of law?

■■ Is the pricing reasonable?

■■ Is there money in the budget to support this cost?

■■ Does this cost represent the best interest of the organization and those it serves, 
rather than the personal aims of staff or management?
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illustrative documentation by expense type
Invoices should be issued to the organization and not to individual employees, except for 
travel reimbursements, which will be in the name of the traveler. This indicates that the 
costs being billed are business, not personal, expenses.

In addition, all receipts and invoices must clearly identify the name and address of the 
vendor issuing the invoice, full details of the goods or services that were provided, and 
the itemized costs. Vouchers should be used. A voucher is a cover sheet that provides an 
at-a-glance summary of the transaction: check number, amount, account coding, activity 
coding, date of transaction, and approval.

Salaries and employee benefits. Documentation needed to pay salaries and provide 
benefits includes:

■■ signed, dated, and approved timesheets for each employee;
■■ spreadsheets or other records indicating deductions for taxes or other with-

holdings;
■■ records showing, by employee, paid time off, pension, and other benefits;
■■ documentation regarding pay increases, approved by an authorized official;
■■ documented personnel policies and salary scales that outline the benefits an 

employee is entitled to and the withholding to which an employee is subject.

Consultant or subcontractor payments. The following documents should be required 
for these payments:

■■ a copy of the signed contract or consultant agreement outlining the payment 
terms and requirements for acceptance of the technical services;

■■ a scope of work;
■■ an invoice from subcontractor or consultant;
■■ written approval by the technical supervisor that the work is completed and 

its quality is acceptable.

Materials and supplies. Paying for materials and supplies requires:

■■ an approved purchase request or requisition order;
■■ an approved purchase order;
■■ a detailed vendor invoice;
■■ proof of receipt of all goods in usable condition and as specified;
■■ approval of the final costs and coding.

Rent and occupancy costs. Documents should include:

■■ the signed lease agreement;
■■ detailed bills from utility companies;
■■ rent receipt.
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Equipment and capital assets. These are generally costly items that are durable and 
have a useful life of more than one year. The organization or its funder sets thresholds for 
the cost and useful life of equipment and other capital assets. There should be:

■■ a documented procurement process, including technical specifications, price 
quotes, and selection notes;

■■ approval of the board of directors or tender committee, if applicable;
■■ a vendor invoice;
■■ proof that the item was delivered and was in acceptable condition;
■■ information enabling you to trace assets to inventory records, such as serial 

numbers, model numbers, asset descriptions, date put into service, cost, and 
physical location of the asset;

■■ details about the disposition or retirement of assets that are no longer ser-
viceable or needed. 

Travel expense reimbursements. If travel expenses are paid directly by staff and reim-
bursed by the organization, the following documentation should be required:

■■ travel expense claims signed and dated by the traveler, including a complete 
itinerary stating the purpose for the trip;

■■ lodging receipts, if applicable;
■■ receipts for other travel costs such as taxi fares, airplane fares, and payments 

for visas; 
■■ proof that the travel was approved by an authorized person or the donor 

before the trip.

In addition to documentation related to specific financial transactions, it is essential to 
have well-documented financial and operational policies and procedures. They provide 
the framework within which your staff perform their duties, and they set expectations for 
performance. These policies and procedures also provide the background against which 
your organization will be audited and held accountable by management, owners, and 
funders. 

Funders often require clear, documented policies and procedures to provide evidence 
of a controlled environment and to assure that assets will be treated in accordance with 
sound management practices and in a manner that supports the mission. The importance 
of policies and procedures and guidelines for establishing and documenting standard 
operating procedures (SOPs) are discussed in the section “Using Policies and Procedures 
to Enhance Internal Control.”

Conflicts of interest and unethical conduct

A conflict of interest exists when a person in a position of power or trust has competing 
personal or professional interests that make it difficult to carry out his or her duties impar-
tially. For example, an employee could exploit his or her professional capacity for personal 
or professional gain by working for a competing employer.
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A conflict of interest can exist even if it does not result in any improper acts. If the pubic 
might consider a relationship or action to be improper, even this possible appearance of a 
conflict of interest must be avoided.

types of conflicts of interest 
Several situations can create a conflict of interest or the appearance of a conflict of interest:

■■ Outside employment can cause the interests of one job to conflict or com-
pete with the interests of the other.

■■ If a spouse or close relative is employed by a firm selling goods or services to 
your organization, an impartial decision may be, or appear to be, impossible.

■■ Hiring or promoting a close family member can appear to be nepotism—
favoritism based on a family relationship.

■■ Gifts from friends or associates seeking to do business with your organiza-
tion could be, or appear to be, a form of bribery.

■■ If a purchasing agent is given a bonus based on how much purchasing is 
under budget for the year, the financial incentive may motivate that person 
to purchase substandard items at the lowest price rather than to seek goods 
that represent the best value for the organization.

other improper acts
The use of organizational or government assets and equipment for personal use or benefit 
is generally considered unethical. Such use constitutes fraud.

ways to mitigate conflicts of interest
The best way to handle conflicts of interest is to avoid them entirely, but this is not always 
possible. Ways to limit the influence of conflicts of interest include the following:

■■ Recusal: abstaining from participating in an organizational decision in 
which one has a real or apparent conflict of interest.

■■ Disclosure: publicly identifying any potential conflicts of interest so that it 
is clear if a decision might be unduly influenced.

■■ Third-party evaluations: hiring an independent, well-qualified, respected 
firm to make an organizational decision when the person who might other-
wise make the decision has a conflict of interest.

■■ Codes of ethics: written guidelines that spell out expected behavior, actions 
to be taken when a conflict of interest exists, and prohibited acts.

Evidence of potential conflicts could cause donors to withhold business or lead competi-
tors to file a complaint or make a public statement that damages the reputation of your 
organization. If public funds are used, claims of corruption could lead to legal suits, fines, 
or even prison terms. In addition, if your staff members feel that procurement staff are 
benefiting personally from their positions by receiving gifts or privileges from vendors for 
themselves or family members, low morale can damage the atmosphere and performance 
of your organization.
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Chapter 3 of this handbook includes discussion about preventing conflicts of interest, 
especially for board members.

prequalification of vendors
Although it is recommended that your organization use full and open competition to 
select vendors, doing this for every transaction can be time consuming and costly. One 
common technique that is useful for recurrent purchases, such as for office supplies or 
travel services, is prequalification.

To prequalify a vendor, follow the full procurement process to select a vendor that pro-
vides the best value for specific types of goods or services. Once the selection is made, 
this vendor can be qualified as the vendor of choice for that type of goods or services for 
a specified period (generally one year or less) and within a specified cost range. Using 
a blanket purchase order/agreement, you can use this vendor for future similar pur-
chases without obtaining additional quotes or bids. 

The process used and the prequalification criteria, including provision for review and 
recertification, should be thoroughly documented. This streamlines the process and saves 
time and effort.

Procurement management

Procurement encompasses the processes for purchasing or contracting for services and 
goods, including medicines and contraceptives. These processes may include commercial 
goods and services widely available in the marketplace or specialized technical services 
provided under contract by consultants and contractors.

Because a significant amount of your organization’s financial resources is likely to be com-
mitted during the procurement process, sound procurement practices are critical. Poli-
cies and procedures should be in place to guide spending that is appropriate and ethical, 
and free from corruption, fraud, or employee self-interest. If public or donor funds are 
used, procurement may be subject to strict laws and regulations that prohibit bribery and 
acceptance of kickbacks (defined in Box 7) and require disclosure of potential conflicts of 
interest.

BOX 7.  What Are Kickbacks?

Kickbacks are payments or other types of compensation made to influence and gain 
profit from an individual or company. In essence, kickbacks are bribes paid by potential 
vendors. An individual or company uses kickbacks to gain an unearned advantage, 
benefit, or opportunity over other potential suppliers, even if others are more qualified 
or offer more competitive prices. Both the giving and receiving of kickbacks are 
considered a crime in many countries because kickbacks interfere with the functioning 
of competition in the marketplace and with offering “a level playing field”—an equal 
opportunity—to all potential suppliers. 
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Your organization’s policies and procedures for procurement must be documented in writ-
ing and shared with all staff in the position to purchase goods or services for the organiza-
tion. Procurement policies and practices must comply with local law, generally accepted 
accounting practices, and donor requirements, when applicable. 

Policies and procedures should also reflect the philosophy and values of the organiza-
tion and its funders. Finally, procurement policies and procedures should be in the best 
interest of the organization but flexible enough to deal with additional requirements if you 
have multiple donors.

Two other basic principles apply to all procurement activities:

1.	 Personal preference should not factor into the purchasing decision. All offers 
should be considered objectively.

2.	 Procurement must be—and appear to be—open and fair. The organiza-
tion is using other people’s money, whether it comes from a donor, private 
contributors, owners, or stockholders. Proper stewardship of these funds is 
essential.

The use of donor or government funds might require additional rules or levels of com-
plexity, including some that conflict with your organization’s common practices or the 
standard business practices in your location. The organization must weigh its willingness 
and capacity to conform to these rules before accepting the funds. If you do accept the 
funds, your organizational policies, procedures, and operating structures must guarantee 
compliance with those requirements.

essential procurement procedures
There are several procedures that an organization must follow when procuring goods and 
services: 

■■ All procurements must be properly authorized before purchase, based on 
the internal controls and signatory authorities established within the organi-
zation.

■■ Procurements must be reasonable and necessary for the activities or opera-
tions. 

■■ There must be adequate funding available to cover procurements. If funds 
are not in the budget, they must be raised, or a decision must be made to 
reduce or eliminate other costs. 

■■ Purchase orders should be issued for the purchase of all goods except those 
purchased with petty cash. Purchase orders form the basis of an agreement 
between the organization and the vendor, spelling out the rights and respon-
sibilities of both parties.

■■ The items purchased should be most advantageous to the organization when 
price, quality, and other factors are considered. The focus is on obtaining the 
best overall value and not necessarily the lowest price.

Open competition involves seeking multiple bids from potential suppliers, to help you 
obtain the lowest prices or best value. Open competition helps prevent collusion between 
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purchasing agents and vendors that could lead to price fixing, bribery, kickbacks, or other 
unethical conduct. The level of competition should reflect the level of risk the organization 
faces and the consequences of an improper practice.

elements of sound procurement practices
Common sense and practicality are important assets in developing procurement practices. 
For the sake of efficiency, processes and documentation requirements should not be more 
cumbersome than necessary for the risk involved. Generally, procedures cover various 
spending levels and become more detailed and complex as the risk increases. The pro-
cesses should be applied uniformly for all purchases of a similar nature, scope, and size—
regardless of who is receiving the goods or services.

Your organization should strive to select goods and services that provide the best value 
and recognize that value does not necessarily mean the lowest price (see Box 8). Purchases 
should provide quality for the money spent, meeting but not necessarily exceeding the 
selection criteria. 

The criteria used and the analysis of the offers should be in writing and kept with the 
procurement files. A selection note is used to document how the selection was made and 
what criteria were considered. No conflict of interest should exist, or appear to exist, that 
prevents impartial selection or results in certain staff members reaping personal gain.

Items to be purchased must be clearly defined with technical specifications or a scope of 
work. This reduces risk, helps you obtain what you need, and clarifies your expectations 
for the vendor.

The correct use of procurement instruments—purchase orders, consultant letters or con-
tracts, and subcontracts—is discussed in detail in a subsequent section.

BOX 8. O btaining Best Value

Although obtaining a low price is always desirable, there are other factors to consider 
when determining which vendor is offering the best value. These factors include:

■■ the quality and features of the proposed goods or services;

■■ the availability and time of delivery of needed goods or services;

■■ additional costs, which must be added to base prices to reflect the full cost of an 
item. Examples are:

–– delivery and installation charges;

–– anticipated costs for routine maintenance, service, and replacement parts;

–– hidden costs related to inefficient operation of equipment, delays in delivery, 
or poor quality that affect other processes;

–– reputation of the vendor and its policies and practices related to warranties 
and guarantees;

–– payment terms.

Involve those who will use the goods or services to help you analyze quality and hidden 
costs and determine the best value.
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the procurement cycle
Procurement generally follows the sequence of events outlined below: 

1.	 Determination of need, as determined by asking:
–– What goods or services will be required?

2.	 Determination of procurement strategy, as determined by asking:
–– What type of purchasing mechanism will be used (e.g., purchase order, 

contract)?
–– What level of competition is required?
–– What policies and procedures are applicable to this type and magni-

tude of purchase?
3.	 Issuance of solicitation document, which generally includes:

–– a scope of work for services; 
–– technical specifications for goods;
–– the selection criteria that will be used.

4.	 Selection of vendor, which should include documentation of how and why 
the choice was made, especially if the vendor does not offer the lowest price;

5.	 Negotiation of price and terms;
6.	 Final award of contract or purchase order to vendor;
7.	 Receipt of goods or services;
8.	 Closeout, acceptance, and payment, followed by filing the procurement 

documentation.

solicitation requirements
Solicitations are requests issued to potential vendors when you wish to procure services, 
commodities, or other products. The format and content of the solicitation will vary, 
depending on the complexity of the proposed purchase. However, all solicitations should 
include:

■■ a clear and accurate description of the technical requirements for the mate-
rial, product, or service to be procured: 

–– In competitive procurements, such a description should not contain 
features that unnecessarily restrict competition to a specific brand or 
individual.

■■ requirements that the bidder or seller must fulfill as well as any other factors 
used to evaluate bids or proposals;

■■ a description, whenever practical, of technical requirements: functions to 
be performed or performance required, including the range of acceptable 
characteristics or minimum acceptable quality standards;

■■ the specific features that bidders are required to meet when such items are 
included in the solicitation;

■■ if desired, features such as energy efficiency, environmental friendliness, or 
other factors that are specific to the values of the organization.



6.  Managing Finances and Related Systems	 6:28

www.msh.org/resource-center/health-systems-in-action.cfm	 Health Systems in Action

Two common forms of solicitations are a request for quotation and a request for proposal, 
as described below.

Request for quotation (RFQ). RFQs are generally used for commercial goods and routine 
services. A vendor is asked to state the cost of the described goods or services. The ven-
dor may also be requested to provide additional information, such as delivery time and 
charges, maintenance fees, and installation fees. You should let the vendor know which 
elements will be considered in the final selection process. The quotations provided are 
nonbinding but may become the basis for a binding purchase order.

Request for proposal (RFP). RFPs are generally used for procuring technical services. The 
resulting offers presented by potential vendors are binding, generally within a disclosed 
time frame. An RFP provides considerable detail about the work to be performed, the 
terms of delivery, and other criteria that must be met. If you take the time and care to craft 
a clear and comprehensive request, the result should be high-quality offers that can be eas-
ily evaluated. 

procurement instruments
A procurement instrument is a document or contract that binds the organization and ven-
dor and details the terms of the sale. The type of procurement instrument used should be 
appropriate to the goods or services being purchased. It should provide all details required 
by the vendor to guarantee that the desired goods or services are provided within the 
time frame required. It should also document the price and payment terms agreed upon 
and any provision for cancellation or modification. These details help eliminate potential 
confusion, legal disputes, and financial claims.

Several common procurement instruments are outlined below. We have not provided 
specific examples because countries’ legal requirements vary, and donor constraints might 
need to be included, if applicable. We have included the elements that you should include 
in each instrument to guarantee that it is accurate and adequately documented and that 
there is a clear understanding between your organization and vendors. The forms you use 
should be customized with your organization’s logo, address, and contact information.

Purchase orders are generally used for the procurement of commercially available goods. 
They outline:

■■ the quantity and description of items to be provided (might include part or 
model numbers);

■■ the date by which the items are required to be delivered;
■■ the quoted price;
■■ payment and billing terms;
■■ delivery instructions.

A purchase order for services may be used for the procurement of administrative and 
support services such as accounting, office cleaning, office security, secretarial services, or 
legal services. These services are commercially available in the marketplace. A purchase 
order for services may also be used when the outcome of the service is more like a prod-
uct. Training materials and translations of documents are examples of such products. 
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A purchase order for services generally outlines:

■■ the period of performance;
■■ a scope of work or terms of reference;
■■ the supervisor for the work;
■■ a list of any deliverables, such as a report, that must accompany the work;
■■ the price to be paid;
■■ payment and billing terms.

Consultant letters or contracts are used to procure short-term technical services from 
an individual. Such individuals are independent, and not the employees of other organiza-
tions or government agencies. Technical services are related to the organization’s core mis-
sion and program activities. Such services could be provided by a staff member, but they 
may be procured from an external source for one or more reasons, as follows:

■■ The organization is short staffed.
■■ The service is required only for a short time and does not warrant hiring 

long-term staff.
■■ The organization’s staff members lack the expertise or skills needed for the 

service to be provided.
■■ Training staff to perform the service is more expensive and less efficient than 

hiring an expert on a short-term basis.

Consultant letters or contracts generally specify:

■■ the level of effort the consultant is expected to provide (normally expressed in 
days);

■■ the daily rate to be paid for the services;
■■ an agreement on any travel or out-of-pocket expenses that can be reimbursed;
■■ the period of performance, the dates during which services are to be per-

formed;
■■ a detailed scope of work that outlines the nature of the services to be provided;
■■ a list of related deliverables that must be provided, such as reports;
■■ a technical supervisor in the hiring organization;
■■ billing instructions, including to whom the invoice should be sent and by 

when.

A subcontract is used to procure technical services from an organization. Payment is 
made to the recipient organization, which subsequently compensates the individuals who 
provided the work. The solicitation should state what kind of contracting instrument will 
be used for the award. Fixed price or cost reimbursement subcontracts are the two most 
common types of subcontracts. 

■■ A fixed price subcontract pays the organization providing the services a 
flat fee, regardless of the actual cost the organization incurs to provide the 
service. A fixed price award is less burdensome to administer, but it requires 
that both the offerer and the purchaser have sufficient knowledge and infor-
mation to agree upon the fixed price.

■■ A cost reimbursement subcontract reimburses the provider for all costs 
actually incurred in providing the service, up to an authorized limit. 
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All procurement agreements, such as purchase orders for services, consultant agreements, 
and subcontracts, must be negotiated and signed before the work begins. Following this 
process means that all agreed-upon terms and prices are accepted before funds are com-
mitted.

purchase requests 
Purchase requests are internal control documents used by a staff person who identifies the 
need to purchase a good or service. This form is a means of obtaining prior approval from 
the budget holder or authorized manager and beginning a procurement process. 

Purchase requests can be made through memos or email, but a standard form is recom-
mended to summarize all the required information and serve as a vital piece of documen-
tation for the procurement file. Purchase requests should include:

■■ complete and accurate specifications for the good or service to be purchased, 
including pricing information, when available;

■■ the quantity required;
■■ any associated services that are necessary (e.g., installation, ongoing mainte-

nance);
■■ possible suppliers, if appropriate or known;
■■ the intended recipient and destination for delivery;
■■ the date by which delivery is required;
■■ any special contractual requirements;
■■ any special selection criteria.

An approved purchase request begins the procurement cycle and provides the initial 
information required by the purchasing agent or tender committee.

Travel management

In many ways, travel policies and procedures follow all the guidelines established for 
general procurement because transportation, lodging, and related services are being pro-
cured. There are some elements specific to travel, however, that you should consider.

Before you undertake improvement of travel procedures, analyze the types of trips your 
organization’s staff take most often, as well as the factors below.

■■ Is most travel related to attending meetings or running errands in the local 
area? Travel to rural or remote regions to conduct program activities? Inter-
national travel to attend conferences?

■■ Is travel conducted by most members of the staff, or is it limited to senior 
management?

■■ Are travel costs funded by donors? Donors often impose strict policies for 
travel and related costs.

■■ Does your organization own vehicle(s)? Are staff expected to use their own 
vehicles for business travel?
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■■ What public transportation is available, and what is the state of the transpor-
tation system?

■■ Does your organization face other travel-related concerns?

complying with laws and regulations
First and foremost, you must draft travel policies that require adherence to local laws and 
donors’ requirements and put procedures in place so that these policies are consistently 
followed. If your organization has multiple funding sources, travel policies should either 
satisfy all requirements or be well documented and capable of being adjusted to comply 
with varied funding circumstances.

Some common requirements address:

■■ registration, taxation, and insurance of vehicles owned by the organization;
■■ liability insurance to cover medical costs and other costs of passengers if 

your organization’s vehicle is involved in a traffic accident;
■■ policies regarding safe operation of vehicles, such as a prohibition against 

drunk driving and a requirement that drivers and passengers wear safety 
belts;

■■ limitation of the use of vehicles provided or supported by donors to official, 
not personal, use;

■■ restriction of travel costs (transportation and lodging) to economy or stan-
dard class, with business class allowed in some circumstances. (Most donors 
prohibit using their funding for first-class or luxury-class transportation and 
lodging so that more funding is available for program activities.)

Often donors and governments establish rates or methodologies for reimbursing staff for 
meals and other travel costs incurred during work-related trips. Procedures and policies 
must be established to ensure compliance with these regulations. 

Your organization should also consider whether these policies will apply to travel funded 
through other sources. There are benefits to having a uniform travel policy, but imple-
menting highly restrictive donor rules for all travel undertaken by the organization may 
not be in its best interest.

setting standards and rates for per diem
If per diem and travel cost thresholds or policies are not prescribed by donors or govern-
ment agencies, your organization will need to establish its own criteria. Among the ele-
ments to consider are the needs of the traveler:

■■ What types of business facilities will travelers require? Work demands often 
make services in hotels such as reliable Internet connectivity, well-equipped 
meeting rooms and conference centers, and other business services an 
essential element of travel.

■■ Are staff traveling to foreign areas? Will language, food requirements, or 
religious or cultural factors affect the choice of acceptable hotels or the costs 
of food and incidental travel expenses?
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■■ What means of transport or agreements regarding travel days, stopovers, 
and the like will guarantee cost-effectiveness and the safety, well-being, and 
productivity of the staff?

keeping staff and vehicles safe
Travel policies should include elements that safeguard the safety of the staff while in the 
organization’s vehicles or while using public transportation. These policies will be influ-
enced by the local environment. Common prohibitions, requirements, and limitations 
include:

■■ prohibiting or limiting travel after dark or on certain roads;
■■ prohibiting driving violations, such as speeding, and requiring staff to pay 

the fines for any violations from personal funds;
■■ requiring staff to wear safety belts;
■■ requiring that vehicles be adequately maintained and carry spare tires, basic 

tools, and first-aid supplies; 
■■ requiring that company vehicles or rented vehicles be driven only by drivers 

who have proper training and experience, as well as any required licenses or 
permits;

■■ requiring that vehicles be guarded or otherwise secured at night or while 
drivers are waiting for passengers;

■■ limiting the types of local transportation that may be used and under what 
circumstances;

■■ limiting the use of low-cost airlines and transportation providers that have 
or have had known safety violations;

■■ requiring the selection of hotels or other lodging choices that provide 
adequate safety, security, and access to administrative services.

guarding against excess and abuse related to travel
Travel costs are closely watched by donors and the public because they are common areas 
for excess and abuse. General principles to apply are:

■■ All travel charged to your organization or passed on to donors must be for 
costs required to conduct or oversee program activities.

■■ Costs should be ordinary, necessary, and reasonable for meeting the planned 
work, considering the answer to three questions:

–– Is the proposed travel necessary? Could a telephone call or email 
achieve the same result?

–– Can the travel be coordinated with other travel needs?
–– What is the most cost-effective means of travel? Time for travel should 

be considered when calculating the cost. A bus ride that takes a full day 
may not be the most cost-effective mode of travel if a one-hour flight is 
available.
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You will need to be attentive to the following:

■■ Costs for premium-class transportation and lodging, and travel by 
family members: Such costs are closely scrutinized. Costs that cover staff 
members’ spouses and family members or weekend and holiday travel are 
also scrutinized. Travel by senior managers and board members is of special 
concern because this travel often can be a “perk” or benefit, rather than a 
necessity for work.

■■ Costs for meals: Meals should be reasonable for the work and location, but 
not lavish. The organization should consider whether the cost of alcohol will 
be allowable for work-related travel.

■■ Flat rates versus reimbursement: Whether the organization pays the 
traveler a flat rate or reimburses actual costs should be considered. Flat 
rates are generally easier to administer. They involve giving travelers a fixed 
amount per day to cover meals and lodging. A hybrid method is commonly 
used: it fixes the rate assumed to cover meals and small incidental costs, 
but reimburses only actual lodging costs, up to a maximum limit. Local law 
should be consulted because flat-rate per diem schemes often have income 
tax implications. For example, many countries impose income tax on meal 
allowances that exceed the actual costs of meals. Appendix H provides a 
guide for creating a per diem scheme.

■■ Receipts: Travelers should be required to provide original receipts that 
prove that they actually spent money for such services such as meals and 
lodging costs and transportation. Alternatively, a fixed daily allowance 
may be provided to cover meals, without presentation of receipts. The daily 
allowance must cover normal meals in the area where travel is conducted.

Finally, policies concerning travel must be fair for all staff. Any impression that travel and 
per diem are benefits for senior staff is likely to have a negative effect on staff morale.

prior approval for travel and travel planning
In general, travel policies should require that all but routine travel be approved in advance. 
In addition, it is wise to require that adequate time be allowed to plan all but emergency 
travel. Prior approval is an internal control element for all procurements; some donors 
require prior approval.

Prior approval means there is an opportunity to assess if the travel is necessary for pro-
gram activities and if there is adequate money in the budget to support the travel. In addi-
tion, planning travel well in advance allows the best chance of obtaining reasonable rates 
for transportation and lodging. Reasonable choices often sell out first. Transportation, 
especially airfare, often has much higher rates for last-minute purchases.

Starting early also provides an opportunity to plan coverage for needed tasks while the 
traveler is out of the office. Planning for the use of the organization’s vehicles makes it 
possible to coordinate conflicting requests and combine trips and/or routes in a way that 
conserves time and fuel.
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tools for travel management
Some basic forms should be in place to manage and control travel, as follows: 

■■ Travel authorization form. This can be a modified purchase request 
form. In addition to obtaining permission for the travel from an authorized 
manager, the form should also be used to approve specific travel elements, 
including transportation, lodging, and meals or per diem.

■■ Travel logistics form. This may be a separate document or built into the 
travel authorization form. This form is used to gather details about the trav-
eler’s needs: travel dates, lodging requirements, transportation needs, and 
other costs such as conference rooms.

■■ Travel expense report. This form is used for reporting actual costs 
incurred. Original receipts are submitted with the form.

These forms will differ from organization to organization because they should reflect an 
organization’s policies and work flow. Whether forms are paper or electronic, they must 
facilitate gathering and documenting essential information as well as approval from an 
authorized manager or budget holder.

Asset management

Fixed assets or capital assets are tangible, durable goods that are generally expensive 
and have an expected useful life of at least a year. Common fixed assets are furniture, office 
equipment, computer equipment, and vehicles. Cost thresholds and lifespan (for example, 
$1,000 unit cost and useful life of one year) are often established in local tax laws and gen-
erally accepted accounting principles and are linked to rules related to depreciating costs 
in accounting records. 

Funders may impose their own definitions and thresholds, which may differ from the 
standards set by an organization. If your organization has multiple donors, you will need 
a robust system for tracking capital assets, including who ultimately owns the asset. Often 
the donor retains the ownership title.

defining capital assets
An organization may set a standard definition for all fixed assets, or there may be different 
thresholds for different types of assets. 

The first component of a capital asset policy should be the definition(s) the organization 
will follow in determining which assets are capital assets. Defining capital assets should be 
done in collaboration with the accounting team or external auditors to ensure compliance 
with local law. The policy should detail types of assets, cost thresholds, and lifespan and 
should include a requirement that these definitions be applied consistently and uniformly. 
Procedurally, the accounting records should have separate accounts for tracking the vari-
ous types of capital assets and their associated depreciation.

www.msh.org/resource-center/health-systems-in-action.cfm


6.  Managing Finances and Related Systems	 6:35

© 2010 management sciences for health	 Health Systems in Action

tracking capital assets
In addition to the tracking that occurs through the accounting records, fixed assets must 
also be tracked through more detailed records and physical inventories. Some office fur-
niture and equipment may not meet the organization’s definition or thresholds for capital 
assets; items such as mobile telephones, office furniture, printers, and some computers 
may not be expensive enough to include in the capital asset register. 

It is reasonable, however, to maintain a record of these items in some type of register to 
avoid giving the impression that they are not controlled, which might open the door to 
improper use or theft. For adequate management and control, details about the items, 
their location, and the staff member who has been entrusted with them should be docu-
mented.

All items purchased or received through donation that meet the definitions of capital as-
sets should also be documented in an asset register. The register should include:

■■ a detailed description of the item;
■■ a unique identification number assigned by the organization and marked on 

the asset itself, making it easier to track multiple similar items; 
■■ the date the item was purchased or received;
■■ the date it was disposed of or taken out of service;
■■ vendor information;
■■ model numbers and serial numbers, if applicable;
■■ location where the item is put into service: the office, the employee who has 

custody, etc.;
■■ title or ownership:

–– If an item was received from or paid for by donors, you should be 
careful to observe any rules about who has title to assets that might be 
included in the donor agreement. For example, the donor may retain 
ownership and request the items back at the end of a project or stipu-
late that they be delivered to another recipient. 

The asset register. The register may be a handwritten ledger, computerized spreadsheet, 
or set of inventory cards. However, it is highly recommended that a computerized data-
base or spreadsheet be used because it makes it much easier to sort and report on the data.

The asset register should be updated frequently, preferably as soon as the items are 
received or paid for. External auditors may ask to review the asset register to test the accu-
racy of the accounting records and depreciation costs.

It is important to have the asset register verified at least once a year through a physical 
inventory. The inventory should be conducted by an independent source, not the person 
in charge of receiving the assets or updating the register.

When assets such as computers or mobile telephones are given to staff, the recipients 
should be required to sign a document that indicates that they received the items and that 
they agree to safeguard them, use them only for work-related purposes, and return them 
when they terminate their employment. A copy of these documents should be kept in the 
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employee’s file. Upon termination, return of the items should be verified before the orga-
nization makes final payments to the employee.

Items that are used only occasionally, such as an LCD projector, should be kept in a 
secure, preferably locked, place. Staff should be required to sign the item out when they 
use it. The office manager or assigned custodian should verify that the item is returned to 
stock after use. 

Policies should document the consequences if staff fail to safeguard or return your orga-
nization’s assets. These consequences often involve a requirement that the staff person 
replace or pay for the repair or replacement of missing or damaged items. If the staff 
person leaves the organization without returning an asset, his or her severance pay or final 
wages may be reduced to cover the loss or damage.

Cash management

To follow the general principles of cash management, your organization should:

■■ store petty cash securely in a safe or locked box;
■■ limit access to cash and restrict its use;
■■ follow a complete procurement process to the greatest extent possible, and 

pay for purchases by check;
■■ implement a system for tracking cash advances issued and collecting over-

due outstanding advances;
■■ provide evidence that cash was actually disbursed for the stated purpose and 

received by the intended recipient;
■■ use reputable banks or exchange houses for currency exchanges and docu-

ment exchange rates;
■■ make sure employees use caution when transporting cash and limit the 

amount of cash they carry on their person;
■■ record all cash transactions in the accounting records and reconcile accounts 

monthly;
■■ limit access to bank accounts to the president, chief financial officer, chief of 

party or senior technical officer, and operations or finance manager;
■■ authorize the board or management committee to open a bank account;
■■ maintain a copy of bank records in the organization’s records;
■■ permit expenditures for allowable work-related costs only, prohibiting 

personal expenses or expenses that are deemed unallowable by donor agree-
ments.

cash advances
Cash advances are generally issued to cover travel costs but may be issued to cover other 
work-related expenses that a staff member will be expected to pay for in cash. A request 
for an advance must include documentation about the purpose of the advance, and it must 
be approved by the appropriate manager. 

www.msh.org/resource-center/health-systems-in-action.cfm


6.  Managing Finances and Related Systems	 6:37

© 2010 management sciences for health	 Health Systems in Action

A cash advance given to staff is a debt obligation between the individual and the organiza-
tion. It should be limited to an amount that can be readily recovered, such as one month’s 
salary. The terms for repayment or for clearing the advance through presentation of 
receipts and other documentation should be clearly defined.

The organization should set a policy about whether advances will be given against future 
wages, and, if so, under what circumstance. This is often not practical or allowable, and it 
is recommended that it be limited to extraordinary circumstances, such as catastrophic 
illness. The circumstances of such loans should be documented in the employee handbook 
and considered part of the employee benefits package.

payments
For internal control purposes, almost all payments should be made by check or bank 
transfer. Payments that cannot be made by check but are larger than conventional petty 
cash transactions require complete documentation about the nature of the expenditure, 
as well as a signed and dated receipt showing that the cash was received by the intended 
recipient.

Blank checks should not be signed. A check should not be issued payable to cash but in 
the name of the person who will cash it. This practice prevents misappropriation if the 
check is lost or stolen.

All voided checks (checks to be destroyed because of a mistake) must be accounted for in 
the accounting records and the physical check rendered unusable, to prevent fraud. This is 
done by writing across the face of the check and removing any signature. 

Put in place systems to make it possible to take advantage of any prompt payment dis-
counts and to prevent incurring finance charges or late fees for failing to pay on time (these 
may be unallowable expenses). It is also necessary to guard against duplicate payments.

use of petty cash
Petty cash is used for small, routine, or urgent purchases only and not as a means for 
avoiding the prescribed procurement systems and practices. Petty cash should be main-
tained as an imprest fund, meaning that the amount of cash and receipts in the fund 
must always equal the established fund amount. Petty cash is replenished only for the 
amount of completed receipts on hand. Although petty cash funds may seem inconse-
quential, they often provide temptations and are prone to misuse or inadequate controls, 
which can lead to financial losses over time.

Good practices for managing petty cash include the following.

■■ Keep petty cash in a locked box or safe and authorize access by a limited 
number of staff. 

■■ Keep minimal amounts of cash on hand. The total fund should equal no 
more than approximately one month of anticipated petty cash needs, and it 
may be prudent to maintain a lower level.
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■■ One person only should be the custodian of petty cash. For good segregation 
of duties, this is generally someone other than the accountant.

■■ Obtain signed receipts for advances issued from petty cash. Such advances 
should be small and very short term, generally for same-day purchases.

■■ Whenever possible, obtain receipts from vendors and attach them to the 
petty cash slips. If it is not possible to obtain a vendor receipt (for example, 
from a taxi driver), simple receipts, which may be purchased from an office 
supply store or printed on a computer, may be used.

■■ Someone who is not the custodian of the petty cash fund should reconcile 
and replenish the petty cash fund at least once per month. Someone else 
should approve the reconciliation and sign the replenishment check.

Internal control requirements and guidelines

All CSOs, NGOs, government agencies, and for-profit entities engaged in providing 
health services have the same obligations to their constituencies, whether they are citi-
zens, taxpayers, owners, donors, or stockholders. These organizations are responsible for 
fulfilling a mission, often for the benefit of the most vulnerable populations. To carry out 
their responsibilities, they must have adequate management and operating systems, good 
internal controls, and competent staff. Services, materials, and supplies must be available 
for staff to carry out planned activities. Organizations must be able to account to donors 
and the larger society concerning the efficient and appropriate use of resources. 

With the similarities in their obligations come similar desires and constraints.

■■ Each organization has a vested interest in protecting its assets—including 
cash, equipment, and real property—from theft, fraud, and misuse by man-
agement, staff, and people outside the organization.

■■ Donors want assurances that their funds will be used and managed wisely 
before they entrust them to a contractor or grantee. 

■■ Boards of directors, government agencies, donors, and external credit 
sources want assurances that financial statements are accurate and timely.

This section explains the concept of internal control and the importance of supporting it 
with clearly documented policies and SOPs.

Internal control is an operating structure and a system of management policies and pro-
cesses designed to provide reasonable assurance of:

■■ effective and efficient operations;
■■ control over and accountability concerning assets—including cash and 

equipment and other property—to safeguard against loss, theft, misuse, or 
unauthorized disposition;

■■ the reliability of financial reporting based on financial transactions that have 
been properly executed, recorded, and allocated;

■■ compliance with internal policies and procedures, generally accepted 
accounting principles, and sound management practices;

■■ compliance with donors’ contract provisions and government statutes.
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Adequate internal control is a function of sound policies and well-documented proce-
dures as well as staff who are trained regarding these requirements and agree to comply 
with them. All staff should be trained in the procedures they will be called upon to use, 
including travel, timekeeping, and purchase requisition.

elements of internal control 
In addition to establishing policies and procedures and conducting training, organizations 
exercise financial control by creating a controlled environment and segregating people’s 
duties. These elements are discussed in subsequent sections. Other internal controls gen-
erally address administrative, accounting, and data processing functions.

■■ Administrative controls relate to decision-making and transaction autho-
rizations, for example, the approval of timesheets, travel authorization, or 
approval of purchase orders.

■■ Accounting controls detect errors before financial transactions are 
recorded. Financial transactions include sales, purchasing, receipts of cash 
from sales or funding sources, payment of payroll, etc. Such controls ensure 
that the entries are in accordance with accounting standards, mathematically 
correct, and properly charged to accounts or budgets. Accounting controls 
help safeguard the organization’s assets.

■■ Data processing controls guard against errors that might occur when 
financial or accounting records are input into computer systems and later 
reported in financial and managerial reports. Examples include use of pass-
words and access rights to prevent inappropriate entries, changes, or dele-
tions of data.

Internal controls related to personnel, policies, procedures, and some other aspects of the 
organization’s day-to-day functions are reviewed below.

Personnel
■■ Financial responsibilities and authority are defined in employee job descrip-

tions.
■■ An organizational chart shows lines of responsibility.
■■ Finance and operations staff possess the needed education, training, and 

experience to carry out their functions, and they receive supervision and 
additional training as warranted.

Policies
■■ Policies are in place to guard against a conflict of interest, especially if it is 

related to staff who make procurement decisions.
■■ All affected staff have access to policy manuals.
■■ All affected staff are oriented to and trained on organizational policies when 

they are hired and throughout their tenure, especially when policies are 
added, modified, or rescinded.

■■ Policy manuals are reviewed, maintained, and updated routinely.
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Procedures
■■ Written procedures are maintained regarding financial and accounting 

practices, account coding, and activity coding schemes (see Appendix D on 
coding and Appendix F on coding structures).

■■ Written procedures exist for travel and procurement.
■■ Expenses are controlled through the use of operating budgets, purchase 

orders, and travel authorization. These systems are documented and uni-
formly applied to all applicable transactions.

■■ Subsidiary accounts (accounts payable, accounts receivable, staff advances, 
and bank and cash accounts) are reconciled to the consolidated general led-
ger every month. Discrepancies detected during this reconciliation process 
can indicate weaknesses in the systems as well as possible financial malfea-
sance. As a manager, you must determine whether the size of a transaction 
error in a subsidiary account significantly alters the nature of a transaction 
or quality of a financial report. The cost or effort required to fix the problem 
may not be worth the effort.

■■ Financial records are subject to internal and/or external audit routinely, 
preferably once a year. All variances from budgets or expected results are 
documented and reconciled promptly, and disciplinary action taken when 
warranted.

■■ Standard forms and templates, such as travel authorizations, purchase 
orders, timesheets, and leave requests, are used for planning and document-
ing routine administrative activities.

■■ Procurement policies are documented and applied consistently to enable fair 
and open competition to the greatest extent practical. 

■■ Best value is considered when making purchasing decisions.
■■ Purchasing functions are kept separate from accounting functions.
■■ Financial transactions and related operational activities are approved before 

the organization commits resources and in accordance with approved work 
plans and operating budgets.

Other Elements
■■ Checks and cash are maintained in a secure area, generally a fireproof safe, 

with limited access. 
■■ Records are maintained of any prior approval required by donor agreement. 

This may include approval for international travel, purchase of equipment, 
or salaries.

■■ Records are maintained of any approvals issued by the board of directors.
■■ Any revisions to policy or procedure that are identified or necessitated 

through minutes of board meetings, memos from owners or senior man-
agers, or new government edicts are promptly added to the organization’s 
policy and procedure manuals, and staff are alerted of changes in processes.

■■ Systems are in place to ensure the appropriate business use of supplies, 
equipment, and other assets. 

■■ Property and other assets are protected or insured to the greatest extent pos-
sible against theft, fraud, fire, or other catastrophic loss. 
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■■ Someone who does not normally have responsibility for receiving or track-
ing assets conducts a physical inventory at least once a year to verify the 
location and condition of all assets.

■■ Financial records are safeguarded and retained, as necessary.
–– Computerized financial records are archived for future reference and 

to satisfy tax, donor, and audit requirements. Computerized account-
ing and operations files are protected from damage caused by power 
outages and surges and are routinely backed up.

–– Paper documents are maintained in an orderly manner and kept on 
file for the mandated number of years to satisfy audit or donor require-
ments. Paper files are protected from fire and water damage. 

–– Access to paper and/or computer files is limited to those who have a 
professional need and adequate authority, and sensitive and confiden-
tial files are maintained in password-protected files, locked files, or 
secure offices.

creating a controlled environment
Written policies and procedures for operations and finance must be established, routinely 
reviewed and updated, and distributed to all staff. It is impossible to hold staff accountable 
for certain behaviors if expectations are not in writing and training is not provided.

Compliance with the stated policies and procedures is required, and an employee’s failure 
to follow prescribed procedures should be subject to disciplinary action. Breaches are 
grounds for reprimand or dismissal.

Managers’ roles and responsibilities related to financial dealings must be clearly defined 
in their job descriptions, and the managers must have adequate skills, knowledge, and 
authority to carry out their responsibilities. This should include nonfinance managers who 
have responsibilities for managing budgets or approving costs on behalf of their programs 
and projects. Support and program staff with responsibility for compliance must also be 
trained and have adequate skills, knowledge, and authority to carry out their roles.

When you and other managers demonstrate respect for policies, procedures, laws, and 
contract requirements, you will help create the right work environment for staff. As a 
manager, you must respond to all questioned costs and procedures uncovered during an 
audit process, whether conducted by internal or external auditors. Problems must be cor-
rected and procedures put in place so that the problems do not reoccur.

Box 9 summarizes some of the actions your organization can take to create and maintain a 
controlled environment.

Monitoring. Safeguards should be in place to guard against fraud and misuse or theft of 
assets. Routine monitoring should include report reconciliation (a review tied to other 
sources such as bank statements or subsidiary ledgers), internal and external audits, and 
financial analysis to uncover problems and prompt action. Equipment, inventories (includ-
ing medicines and contraceptives), and cash should be subject to routine physical counts and 
verified against written records. (See Chapter 7 for a section on inventory management.)
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Your organization should hire professional external auditors to review financial state-
ments. They generally also perform an assessment of internal control and management 
systems.

But because auditors may focus more on the internal controls related to accounting, you 
might want to explore the control systems of broader operational activities, either using 
the organization’s staff or with the assistance of a paid consultant. The assessment tool 
QuickStart is a good starting point for this internal review. QuickStart’s assessment will 
provide you with a comprehensive understanding of the basic elements of internal control 
and cash control that should be present in your organization’s accounting and financial 
management systems.

BOX 9.  Creating and Maintaining a Controlled Environment

■■ Establish and disseminate clear, written policies and procedures.

■■ Have policies and procedures reviewed routinely and modified as necessary to 
reflect the current situation.

■■ Train or retrain staff in the policies and procedures that apply to their work.

■■ Set aside time and resources to address operational issues and complete necessary 
tasks, such as procurement.

■■ Address the human factors that may cause employees to avoid rules and 
procedures that are time-consuming or restrictive. 

■■ Make sure that staff understand the reasons for internal controls and operational 
policies; compliance is more likely when the why is communicated.

■■ Employ a best practices model, engaging staff in a performance improvement 
activity to strengthen financial and organizational management, rather than 
simply imposing what might appear to be arbitrary rules. 

–– This process is likely to result in the same procedures being adopted and 
increase the likelihood that they will be followed. 

–– When staff members have participated in creating new practices and feel 
that the practices make them more efficient, successful, and up-to-date 
technologically, they may be proud to comply, rather than feeling constrained 
by rules.

■■ Enforce existing policies uniformly and consistently.

–– Official consequences foster compliance.

–– If some people are allowed to bend or break the rules, others will tend to 
ignore the rules as well.

■■ Model expected behavior with regard to compliance with sound financial 
management principles.

–– If senior managers set an example that shows they value fiscal responsibility 
and appropriate behavior, the rest of the staff is more likely to exhibit these 
behaviors as well. 

■■ The computer system(s) used for financial recording and reporting must have 
data entry controls, access controls, and security controls, including the use of 
passwords and other mechanisms. 

■■ Computers should be protected—by means of uninterruptible power sources 
and routine file backup procedures—from damage or loss of data due to power 
fluctuations. In addition, antivirus and hacking protection should be installed and 
routinely updated. 
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Prompt corrective action must be taken to deal with irregularities and noncompliance 
uncovered by monitoring and audit activities. In the case of CSOs, the board of directors 
is responsible for seeing that this standard management practice is carried out. Chapter 3 
of this handbook offers information on the role of the board in providing financial over-
sight. Staff and donors alike will take notice of leaders’ actions, as noted in Box 10.

Organizations with small or inexperienced accounting staff should undertake more 
frequent or stringent internal or external audit reviews to verify that sound practices are 
being followed and financial transactions comply with policies and contractual agree-
ments. A grantor or donor will probably require stronger monitoring and audit require-
ments for such organizations than for those with more experienced accounting staff.

segregation of duties
A fundamental principle of sound internal control is the concept of segregation of duties. 
See Box 11 for examples. To the maximum extent possible, financial duties should be 
distributed among staff in a manner that prevents one person from having control over 
all phases of any financial transaction. Without adequate checks and balances in place the 
opportunity exists for funds and other assets to be inappropriately used or reported as the 
result of error or fraud.

Job descriptions should clearly articulate the various roles and responsibilities within 
the finance and administrative staff. The fiduciary responsibilities of managers, such as 
authority to sign checks, approve expenditures, or open bank accounts, should also be 
incorporated into job descriptions. Signatory authority lists should detail any limits to the 
amounts or types of expenditures that may be authorized. Large financial transactions 
often require dual signatures. 

BOX 10.  Don’t Underestimate the Power of Leadership

■■ If staff observe senior managers complying with policies and procedures, they will 
feel more inclined to act the same way.

■■ Rank and privilege do not come with permission to bend the rules but with the 
responsibility to model expected behavior.

BOX 11. E xamples of Segregation of Duties

■■ The person who authorizes purchases or expenditures does not issue the payments 
to vendors.

■■ The person who records transactions in the accounting records does not issue  
the payments.

■■ The person who issues checks for payments does not reconcile the cash and  
bank accounts.

■■ The person who prepares the payroll does not distribute the paychecks.
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Segregation of duties can be difficult in a small organization. A senior manager such as 
the chief financial officer, at a minimum should approve large expenditures before they 
are made. The definition of “large” will vary from organization to organization and may be 
defined by both monetary value and type of expense. However, all purchases of equipment 
and furniture fall into the large category. It is common for the board of directors to play a 
role in authorizing the largest expenditures.

In organizations with multiple levels of budgetary authority, there is often a range of 
thresholds for prior approval that are assigned to the various managerial levels. The roles, 
monetary limits included in the approval authority, and any limits on the types of transac-
tions that these roles can authorize should be detailed in writing and circulated to staff.

After the transaction has been executed at a lower level, a senior manager should examine 
the expenditure documentation, sign the checks, and review and approve the bank recon-
ciliation reports.

The use of tender or procurement committees to review and approve substantial purchases 
also plays an important role in a controlled financial environment. Some segregation of 
duties can also be achieved by assigning some tasks to nontraditional positions, such as 
receptionists and secretarial staff. 

Using policies and procedures to enhance  
internal control

Clear and comprehensive policies and procedures related to finance and operations are 
essential to an efficient and controlled work environment. Because they provide the 
framework within which staff are expected to conduct themselves and carry out various 
functions, they must be accessible to all staff, part of orientation, and updated as circum-
stances require.

You can refer to Box 1 to refresh your memory about definitions of policies and proce-
dures.

the need for documentation
There are several compelling reasons why your organization should thoroughly document 
expectations regarding financial management, office operations transactions, personnel 
management, and purchasing.

One practical reason, and often the one that initiates documentation activity, is that a 
potential donor is likely to require such documentation as evidence of adequate business 
capability. The requested policy documentation will generally cover cash and asset man-
agement practices, procurement policies, travel management, and personnel management, 
including compensation, benefits, and supervision systems. 

These policies and procedures vary from organization to organization, due to local law, 
the environment, donors’ regulations, clients’ expectations, and strategic decisions made 
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by the board about the use of resources. However, there will be many similarities stem-
ming from compliance with generally accepted accounting standards, common ideas 
about sound business practices, and ethical conduct.

Auditors are also likely to examine policy and procedure manuals, practices for reviewing 
and approving expenses, and standard forms and templates as part of their review of your 
organization’s financial situation.

Benefits of complete, up-to-date documentation. In addition to pragmatic reasons 
such as satisfying auditors’ scrutiny or meeting donors’ requirements, having well-articu-
lated policies and procedures offers important benefits to your organization.

■■ Policies and procedures provide a framework and context for employees. 
Without them, work becomes a series of costly and inefficient trials, mis-
takes, and corrective actions. When policies and procedures are in place, the 
desired result is more likely to be obtained the first time.

■■ Documented policies and procedures record for posterity the lessons 
learned, so that future actions will be completed more easily. 

■■ Written policies and procedures create a framework for holding employees 
accountable for poor performance or financial malfeasance. Clear policies 
and procedures help eliminate ambiguities; without them, it is harder to 
distinguish deliberate attempts to commit fraud or deception from simple 
human errors or misunderstandings. 

■■ Documented policies and procedures help define the roles, responsibilities,  
and decision-making authority of staff and members of the board of directors.

■■ Comprehensive policies and procedures free up your time as a manager 
to do your job. Subordinates who are clear about their responsibilities are 
generally free to carry out their work without seeking constant guidance or 
additional approval.

how to document policies and procedures
If your organization does not have well-documented policies and procedures, creating 
them might seem like a daunting task involving a review of policies, procedures, and work 
flows for logic, efficiency, existence of necessary internal controls, segregation of duties, 
and accuracy. To make the task manageable, it is generally best to start with small pieces, 
rather than attempting to create the entire policy manual at once. 

If you and other managers begin by identifying key activities in each operating area, you 
can document the policies and procedures related to those activities. For example, pur-
chasing a plane ticket might follow a routine process that you could document by writing 
down:

■■ the steps that must be taken to purchase a ticket;
■■ any rules imposed by the board, senior management, or the donor related 

to this purchase (such as a prohibition against purchasing a business-class 
airplane ticket or a requirement to have advance approval for international 
travel);
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■■ the key players in this process, for example, the requestor, approver, purchas-
ing agent, or vendor; 

■■ definitions for all terms that might be unfamiliar or need clarification.

A sample template for documenting SOPs and capturing the elements of a process appears 
in Appendix I of this chapter. The template, which includes hints for completing the form, 
is a suggested format and model for documenting policies and operating procedures in a 
comprehensive and clear manner.

We provide this model for organizations that are just beginning the documentation pro-
cess. If your organization uses a different model to document policies and procedures, we 
recommend reviewing your format to make sure the following eight elements are present:

1.	 Purpose: What does this policy statement and related procedure define?
2.	 Revision history: Have changes been made to an existing policy or process? 

If so, record the date, revision number, and reference section, and briefly 
describe the change.

3.	 Positions affected: Which positions does the policy or procedure affect, 
and what are the responsibilities involved at each step of implementation?

4.	 Applicable policies: What rules of the organization or donor govern the 
activity being defined?

5.	 Definitions: What terms and acronyms need to be defined because they 
might not be familiar to all staff?

6.	 Procedure: What are the detailed procedural steps to follow?
a.	Include all steps, clearly articulated, to prevent confusion. Having 

people from different parts and levels of the organization review the 
procedures is useful.

b.	Review whether the current practices are logical and efficient. Can 
steps be eliminated or improved to increase efficiency? Do internal 
controls need to be strengthened?

7.	 Responsibilities: What roles are played by the various people affected? For 
example, do they request, approve, implement, or document?

8.	 Reference materials: What copies or links to related forms and other refer-
ence materials are needed? These materials will build the knowledge people 
need to execute the procedures or comply with the policy. The materials may 
be on paper or in electronic files shared through a computer network.

If any of these elements are not covered by your organization’s format, consider modifying 
it to include them. It is highly recommended that, as much as possible, you use a standard 
method and format to document all policies and procedures so that your staff become 
comfortable with the presentation.

Policies may come from a variety of sources:

■■ decisions made by the board and recorded in board meeting minutes;
■■ emails or other memos from senior management circulated to staff;
■■ applicable laws or donor regulations;
■■ the organization’s mission and value statements.
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Once the SOP is drafted, it is important to review it carefully and test it with the staff 
involved in all stages of the process. Obtaining various perspectives will help you see any 
problems with the process or the documentation. 

The review process should include the following questions:

■■ Is the work flow complete?
■■ Is the responsibility for each step clearly defined?
■■ Is the process logical?
■■ Are adequate internal controls built into the process?
■■ Is the policy statement clear and accurate?

Your organization will want to verify all policies. Many operating procedures evolve from 
de facto policies or practices that have never been formally approved by management or 
reviewed to be sure that they reflect the organization’s mission, strategic objectives, and 
standards. A historical precedent should not become a policy or operational standard 
without being reviewed and purposefully accepted.

As individual processes are documented, a complete policy and procedure manual will 
begin to take shape. Generally an introduction, documentation of overarching principles, 
and a table of contents are all that are needed to complete the manual. Developing SOPs in 
this way, one by one, results in a manual that is easy to maintain because individual SOPs 
can be updated without rewriting the entire manual.

Proven practices

■■ Senior management and the board of directors must demonstrate that 
financial accountability and compliance are expected at all levels of your 
organization. If it appears that rules apply only to subordinates, compliance 
throughout the organization is likely to diminish and the possibilities of 
fraud might increase.

■■ Organizational guidelines in the areas of financial management and pro-
curement should prohibit fraud and embezzlement, and forbid all staff from 
giving or receiving bribes and kickbacks or having inappropriate financial 
dealings with family members.

■■ Financial policies and standards of practice for essential accounting and 
office operations functions should be clearly documented and shared with 
all staff. As a manager, you can make sure that orientation, training, revision, 
and review occur on a routine basis.

■■ Financial policies and procedures should be crafted in a way that protects 
your organization from risk. These policies and procedures should comply 
with applicable laws and donor requirements and should support the organi-
zation’s mission and financial goals.
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■■ It is a good idea to seek professional guidance from labor lawyers and taxa-
tion specialists to ensure that your organization’s policies and practices are 
in accordance with all applicable laws. These complex areas often fall outside 
the expertise of staff accountants, and noncompliance or evasion can result 
in significant penalties or legal action.

■■ Be sure to hire finance and operations staff with appropriate education and 
work experience. The risks associated with tax and labor issues and audit 
findings far outweigh any perceived savings from hiring less specialized 
staff. Some small organizations obtain high-caliber staff by hiring part-time 
employees, contract employees, or consultants. 

■■ Good internal control and financial oversight begin long before transactions 
reach the accounting office. If you dedicate time and resources to making 
sure that purchasing systems, travel, and office management systems work 
together, your organization’s money will be spent wisely. 

■■ The principles of good internal control and financial oversight should be 
built into organizational systems. These principles are: obtaining the best 
value for your organization; adhering to previously budgeted and approved 
spending limits; and complying with government, donor, or management 
policies that determine allowable costs. 

Glossary of accounting and procurement terms

accounting terms
account reconciliation: Determination of the items or adjustments necessary to bring 

two or more related statements or accounts into balance. For example, reconciliation 
is frequently used to balance field accounts with corporate accounts, or bank accounts 
with corporate accounts.

accounting: The language, processes, and procedures of business that are used to mea-
sure, record, report, and interpret the financial aspects of an organization.

accounts payable: Bills to be paid. See also liabilities.

accounts receivable: Money to be collected from others. See also assets.

accrual basis accounting: An accounting methodology in which expenses are recorded 
on the books when they are incurred and income is recognized when it is earned, re-
gardless of when cash to complete the transaction actually changes hands.

activity-based cost accounting: An accounting methodology that calculates the full cost 
of an activity, project, or service through the allocation and attribution of support costs.

amortization: Reduction of an amount over time, often used to spread major expendi-
tures that were paid in a lump sum over future accounting periods. 

assets: The cash, property, inventory, and equipment owned by an organization or due 
from others, such as clients or donors. 
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balance sheet: A record of the assets, liabilities, and equity of an organization. 

balanced books: The fundamental principle of accounting, by which assets must equal 
liabilities plus equity. What an organization owes must be offset by what it owns.

budgets: Expressions of expected future income and expenses. They are based on histori-
cal data, if available, and adjusted based on assumptions about inflation, increases/
decreases in income or expenses, and expansion. Budgets are a tool to monitor organi-
zational performance. 

capital assets: Durable equipment, furniture, and fixtures, generally costly, that are 
expected to have a long useful life and be available for the organization’s use for an 
extended period. The organization generally sets limits on both the cost and life expec-
tancy of items considered capital assets. Also called fixed assets.

cash basis accounting: An accounting methodology in which expenses are booked 
when cash is disbursed to satisfy an obligation. Income is recognized when the pay-
ment is received.

cash flow statements: Financial reports that help managers predict the needs for cash 
and the timing of income and expenditures. They provide an analysis of the inflow and 
the outflow of cash and provide an indicator of the organization’s ability to meet its 
short-term obligations.

chart of accounts: A listing of code numbers and descriptions that itemize the types of 
income, expenses, assets, and liabilities that will be accumulated, tracked, and reported.

chief financial officer (CFO): The executive with full financial authority and responsibil-
ity. The CFO’s duties include financial planning and oversight of appropriations and 
expenditures, record-keeping, and financial reports.

commodities: Manufactured goods, agricultural products, or natural resources that are 
bought and sold in the commercial marketplace.

compliance audit: Examination of specific financial and administrative transactions to 
determine whether they were performed as prescribed by law, donor contract or agree-
ment, and organizational policies or specified purpose.

conflict of interest: A personal connection that might influence one’s ability to make an 
impartial decision related to the organization’s financial dealings. For example, a pur-
chasing agent with family or business ties to a potential vendor would have a conflict of 
interest. 

credit: In double-entry bookkeeping, the entries in the right column of the paper ledger. 
Revenue, liabilities, and owner equity generally appear as credits. In computerized 
systems, the credits are normally expressed as negative numbers. In double-entry book-
keeping, the credits must equal the debits.

current assets: Cash and other assets that can be converted to cash in less than one year, 
such as accounts receivable.

debit: In double-entry bookkeeping, the entries in the left column of the paper ledger. 
Assets and expenses generally appear as debits. In computerized systems, the debits are 
normally expressed as positive numbers. In double-entry bookkeeping, the debits must 
equal the credits.
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depreciation: A periodic diminishing of the value of a capital asset over the expected 
lifetime of the asset, to reflect usage of the asset. 

equity: Reserve or net worth of the organization, calculated by subtracting the value of 
liabilities (what is owed) from the value of assets (what is owned). 

exchange rate: The ratio of one unit of currency to another.

expenses: The cost of doing business (resources procured), including supplies, wages, 
and services paid for. 

financial audit program: The scope of work and procedures to be carried out by auditors 
when examining financial records and accounting practices. It includes a description 
of the work to be performed, the time frame to be examined and the time frame for the 
review itself, and personnel to do the audit, as well as an indication of the scope of the 
investigation.

financial obligation: An agreement to hand over one of the organization’s assets, gener-
ally cash, in exchange for goods, services, or other assets. 

fixed assets: Equipment, furniture, or fixtures required for operation of the business and 
not intended for sale to customers. They have an expected useful life of more than one 
year and are generally depreciated over time. Also called capital assets.

fixed costs: Costs to which the organization is committed and which do not vary based 
on current operations and activities, such as rent. 

fully loaded costs: Costs of operations and activities that include both the direct costs 
for the activity and the indirect (overhead) costs, including general and administrative 
costs.

general ledger: The primary financial record of an organization. All financial transac-
tions are recorded in it, either in detail or summarized from other journals or ledgers. 

imprest fund: A cash fund that is maintained as a fixed amount, with cash replenished 
based on the exact amount of the expenses incurred. Petty cash is generally maintained 
as an imprest fund. 

income: Money earned through operations, sales, donations, and fees for services.

income statement: A report of the organization’s income and expenses. Also called profit 
and loss statement. 

incurred costs: Costs related to transactions that have occurred, even if they have not 
been paid for yet.

internal control: Procedures and policies that regulate how financial transactions occur 
in an organization. Some points of focus include prior approval of expenditures, cash 
control, including prompt bank statement reconciliations, and accurate documentation 
of costs.

liabilities: Long- and short-term debts owed to outsiders, including banks, investors, and 
vendors.

net profit/loss: The difference between total income and expenses.
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operational audit: An examination performed by an internal or external reviewer to 
determine if an organization’s operational policies and procedures are efficient and 
appropriate. It looks at organizational structure and controls as well as the ability of 
management to adhere to policies.

petty cash: A limited amount of cash kept on hand and used to pay for small, routine, or 
urgent purchases.

revenue: Money generated through the sale of goods and services performed by the or-
ganization and from donors that is available to pay operating expenses or make capital 
improvements.

sunk costs: Major costs that have been incurred, such as for the organization’s property, 
capital equipment, and vehicles, etc., and which do not vary based on the organization’s 
program activities. See also fixed costs.

value vs. price: Value is what a good or service is worth, or what it costs to produce it. 
Price is what the customer is willing to pay to obtain the goods or services.

voucher: Document used to capture the details of a financial transaction, including au-
thorization and approval. 

procurement terms
best value: The trade-off between price and other performance factors—such as qual-

ity, delivery time, and warranties—that provides the greatest overall benefit in light of 
selection criteria.

blanket purchase order/agreement: A standardized format used when multiple, recur-
rent purchases are anticipated for the same goods or services and that will not require 
reoccurring bids or quotes. 

kickback: Payment or other type of compensation made to influence and gain profit from 
an individual or company. Essentially, kickbacks are bribes paid by potential vendors. 

request for proposal (RFP): A form of solicitation, generally used for procuring technical 
services, which provides substantial detail regarding the work to be performed and the 
terms of delivery and other criteria which must be met. 

request for quotation (RFQ): A form of solicitation, generally used for commercial goods 
and routine services, in which a vendor is asked to state the cost of the described goods 
or services. 
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Appendix A.  Sample Balance Sheet

NGO Nonprofit 
STATEMENT OF FINANCIAL POSITION* 

FOR THE YEAR ENDED DECEMBER 31, 20XX

ASSETS

Current Assets:

Cash on Hand **   95,000

Donations Receivable 150,500

Prepaid Rent 5,000

Prepaid Insurance 2,000

Total Current Assets 252,500

Long-Term Assets:

Unrestricted Investments 125,600

Restricted Investments 400,250

Furniture, Fixtures, & Equipment 535,900

Less: Accumulated Depreciation (350,000)

Total Long-Term Assets 711,750

 
TOTAL ASSETS

 
**  964,250

LIABILITIES AND EQUITY

Current Liabilities:

Accounts Payable **   35,275

Accrued Salaries and Wages 15,800

Other Accrued Expenses 9,800

Total Current Liabilities 60,875

Equity:

Unrestricted Equity 27,450

Restricted Equity 875,925

Total Equity 903,375

 
TOTAL LIABILITIES AND EQUITY

 
**  964,250

* T his is a sample of a balance sheet, also referred to as a statement of financial position, 
for a small, nonprofit NGO. The content will vary from organization to organization but the 
common elements are:

■■ it is a snapshot of the financial position on a given date;

■■ it is organized in two sections: Assets and Liabilities and Equity;

■■ the sum of assets will always equal the sum of liabilities and equity;

■■ it is generally organized into current and long-term sections.

** I nsert the symbol for the currency here.
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Appendix B.  Sample Income Statement

NGO Nonprofit 
STATEMENT OF SUPPORT, REVENUE, AND EXPENSES* 

FOR THE YEAR ENDED DECEMBER 31, 20XX

SUPPORT AND REVENUE

Support:

Donor Awards and Grants **  450,000

Public Contributions 15,000

In-Kind Contributions:

Equipment 29,000

Facilities 5,000

Services and Volunteer Labor 17,650

Total Support   516,650

Revenue:

Training Fees   32,500

Royalties from Publications 10,050

Fees for Services 17,600

Income from Investments 4,250

Total Revenue 64,400

 
TOTAL SUPPORT AND REVENUE

 
**  581,050

EXPENSES

Program Activities

Salaries, Wages, Benefits **  125,850

Travel 29,450

Supplies 11,425

Other Expenses 15,000

Total Program Activities 181,725

Development Activities

Salaries, Wages, Benefits 32,000

Travel 9,500

Supplies 1,750

Other Expenses 2,950

Total Development Activities 46,200

Fund-raising Activities

Salaries, Wages, Benefits 29,750

Travel 8,350

Supplies 3,280

Printing 2,450

Shipping and Couriers 1,295

Other Expenses 2,300

Total Fund-raising Activities 47,425
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General and Administrative

Salaries, Wages, Benefits 49,625

Travel 7,500

Supplies 12,550

Rent and Office Expenses 27,525

Insurance 2,450

Printing 3,100

Shipping and Couriers 1,250

Other Expenses 6,325

Total General and Administrative 110,325

 
TOTAL EXPENSES

 
385,675

 
NET EQUITY

 
**  195,375

* T his is a sample statement of support, revenue, and expenses for a small, nonprofit 
organization. A similar financial report for a for-profit organization is referred to as an 
income statement or a profit and loss statement. A sample statement of support, revenue, 
and expenses:

■■ reflects cumulative results throughout the period;

■■ is organized in sections that reflect support and revenue (or income) and expenses.

The difference between revenue and expenses is a change in net equity that flows to the 
balance sheet, or statement of financial position. In a for-profit organization, a positive net 
result is a profit, and a negative result is an operating loss.

** I nsert the symbol for the currency here.
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Appendix C.  Attributable and Allocable Costs

Attributable and allocable costs are components of the technical activity category, in 
that a direct link may be made between the cost incurred and an activity or project. For 
ease and efficiency of accounting, these costs are given special consideration. Identifying 
attributable and allocable costs accurately allows your organization to know the true cost 
of conducting its technical activities or programs. It also serves to reduce the costs that 
might flow to general and administrative costs (often called overhead). Many funders are 
reluctant to fund costs for the general operations of the organization but will fund defen-
sible costs for carrying out public health interventions. 

attributable costs
Attributable costs cannot easily be directly charged to a single activity, often because it 
would be too time consuming or costly. To give an extreme example, office supplies are 
needed for several different, but identifiable, activities or programs, but it would be a 
time-consuming accounting activity to track each time a pen was used. Although it might 
be more accurate to attempt to direct charge nearly all costs, it would be too laborious to 
track the use of every piece of paper or pen.

It would also not be reasonable to purchase separate supplies for each activity because it is 
generally less expensive to buy in bulk. Your organization might opt to do an attribution 
of costs at the end of the month, based on well-thought-out percentages and assumptions 
about usage by the different activities. Cost distribution should be done in a method that 
is fair, uniform, sensible, consistent, and documented. The cost of supplies, staff, or equip-
ment used only for a specific project or activity would be attributed to that project only. 

As an example, you could pool costs specifically related to conducting training and later 
attribute some of those costs to those training activities, but not to unrelated service deliv-
ery activities.

Some traditional overhead costs may also be attributed to program activities using a ratio-
nal cost formula. For example, the rent for the office might be broken down based on the 
head count of the organization’s staff. Individual programs could be charged a portion of 
the rent, based on the number of staff who work on that program.

allocable costs
Allocable costs cannot be directly linked to a single programmatic activity or project but 
are necessary for its successful completion. Note that these costs are exclusively for pro-
grams, unlike those indirect costs that are considered general and administrative for the 
entire organization.

One way to handle allocable costs is to post them to a cost center that is then allocated 
at the end of the financial period using some predefined, logical method. For example, if 
managers’ efforts contribute to more than one project, an activity code can be created for 
project management costs that indicates the projects to which the costs are posted in the 
accounting system. At the end of the accounting period, all expenditures posted to the 
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project management code are distributed among project activities based on a ratio. One 
methodology would be to allocate the costs in proportion to the direct expenses for the 
activity based on budgets and work plans for the year.

It is possible to estimate the rate at which project management costs should be applied to 
projects. This rate is often called the allocable cost factor (ACF).

If you are soliciting a donor for additional funding to expand a program or for a new proj-
ect or activity, it is necessary to include the anticipated direct costs of the new or expanded 
project in the projection of the ACF. The rate will likely go down from prior periods 
because the project management costs will now be distributed over a larger base of direct 
project costs. 

How to Calculate an Indirect Cost Rate (Organization-wide  
Overhead Rate)

The formula for an indirect cost rate is as follows:

total indirect costs ÷ allocation base (generally total direct costs for  
program activities, minus exclusions)

This indirect cost rate can be applied to the direct costs of a project or activity to 
calculate the full cost of that project or activity. Exclusions from the allocation base 
often include major expenditures for equipment or vehicles, construction projects, or 
pass-through funds going to grantees or subcontractors that might distort the rate.

Appendix D provides a more detailed example on calculating indirect cost rates.

If an indirect cost rate is being developed for a donor-funded activity, it is important to also 
exclude from the calculation any unallowable costs outlined in the donor’s cost principles.

Note that donors may negotiate a ceiling on indirect cost rates. In this case, indirect costs 
may be billed only up to the ceiling amount, regardless of the actual final rate. The organi-
zation will need to identify another source of funds to cover the remaining costs.

Tip: Use a separate chart of account numbers to segregate allowable indirect costs and 
unallowable and allowable direct costs in your financial records.

Careful consideration of all attributable and allocable costs is essential for creating budgets 
and reporting financial results. These fully loaded costs become the basis for setting prices 
in a fee-for-service environment. If it is determined that the full costs cannot be recovered, 
a conscious and informed decision may be to subsidize the cost of some activities. It must 
be remembered that the overruns must be recovered from somewhere, be it a donation or 
other highly profitable services in the portfolio. Failure to cover costs will, over time, eat 
into capital reserves and jeopardize the survival of the organization.

What Is a Fully Loaded Cost?

A fully loaded cost is the true cost of an activity or project. It includes all direct costs, 
including allocable and attributable costs, as well as the applicable portion of the 
organization’s indirect or overhead costs.
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Appendix D.  Indirect Cost Rates

Indirect costs are not identifiable with any one project, program, or activity, but they are 
essential for conducting these activities and are incurred for the overall operation of the 
organization.

Indirect costs are sometimes referred to as general and administrative costs. Typical indi-
rect costs include:

■■ occupancy costs, such as rent and utilities;
■■ depreciation on nonproject equipment;
■■ general-purpose activities, such as telephone, postage, photocopying;
■■ salaries for staff in support services such as accounting, building mainte-

nance, business management, secretarial services, or office of the president.

Although some types of costs are traditionally either direct or indirect, it is not possible to 
make a broad statement about them. The nature of a cost is determined by which pro-
grams or activities benefit from it, and to what extent.

It may be possible to shift some traditionally indirect costs to direct costs if it is possible to 
reasonably determine the cost driver and accurately apportion costs among programs or 
activities. The burden of determining the allocation to direct charges should be considered. 
If a donor has caps or ceilings on indirect costs, it is often worthwhile to create coding and 
accounting methodologies that allow for more precise direct charging of costs, so more 
costs can be recovered. For example, occupancy costs might be apportioned based on the 
number of staff or the square footage used, rather than booked to an overhead account.

Simplified indirect cost rate = indirect cost pool / allocation base  
(generally total direct costs minus exclusions)

For an allocation base to be acceptable, it must be capable of allocating indirect costs 
equitably to all awards and contracts, regardless of whether they will actually be recovered 
from individual donors. For US Government (USG) awards, the key principle is that the 
USG is willing to pay its full share, but no more than its full share. There are rare instances 
when a government agency agrees to pay many indirect costs, more than its fair share, 
specifically to support the start-up or expansion of an organization that helps it reach its 
program objectives. However, this is generally done when there is a plan to achieve finan-
cial sustainability in the near future.

Some costs may distort the rate, so they are often eliminated from the base. Common 
exclusions include major equipment, large subcontracts, and construction costs.

Multiple allocation base method. If an organization has very different programs that 
require a substantially different level of overhead support, it can create multiple rates 
using different allocation bases. This is often difficult to justify and requires a sophisticated 
accounting system and greater financial analysis than is necessary for a single rate.
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If a rate is being developed for a USG-funded activity, it is important to also exclude any 
unallowable costs from the calculation. Details on unallowable costs and indirect cost 
rates for US Government awards may be found in the Office of Management and Budget 
Circular A-122.

Indirect cost rates must be applied equally to all direct projects, regardless of whether they 
are limited by donor ceilings. The costs must be recognized even if they cannot be recovered.

fringe benefits
Just like overhead rates, fringe benefit rates are subject to review and audit by donors. Fringe 
benefits should be put in a pool that can be allocated to donor projects based on direct wages 
charged. This ensures that labor-intensive programs receive a fair proportion of related 
labor costs, such as paid holidays, sick time, vacation, employer taxes, and insurance. 

Some fringe benefits are mandated by law. Others are discretionary and are used to attract 
and maintain qualified staff. Common discretionary benefits include pension plans, 
life insurance, and health plans. Employee morale costs may also be included in fringe 
benefits. Such costs might include an employee cafeteria, day care center, or recreational 
facilities.

Fringe benefit rate ($) = fringe benefit expenses (including leave) / total salaries  
net of leave

Once the fringe benefit rate is determined, it is possible to apply the rate to direct salaries 
as they are charged. This is far easier and more accurate than trying to allocate the benefit 
costs when they are actually paid. The fringe benefits charged to indirect salaries flow to 
the indirect cost pool. 

It is preferable to accrue vacation and other fringe benefits monthly and put a cap on the 
number of days that may be carried forward. This method ensures that liabilities for vaca-
tion, sick time, or other fringe benefit obligations are budgeted for and subtracted from 
available cash. This also prevents a problem that would occur if the program which incurred 
the liabilities for the benefits was no longer active when the benefits were actually taken.

Example of a holiday, sick, and vacation rate. For one person, the total person-days of 
work possible = 52 weeks × 5 days per week, or 260 days.

Paid time off:
	 Vacation	 20 days
	 Sick	 10 days
	 Holiday 	 12 days
		  42 days
Paid work days = 218 days (260 – 42 = 218)

It would be reasonable to assign 218 days of a project person’s wages as direct charges and 
put 42 days into the fringe pool.

http://www.whitehouse.gov/omb/circulars_a122_2004/
http://www.whitehouse.gov/omb/circulars_a122_2004/
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Provisional rate: An estimated indirect cost rate, before final costs are known. Used for 
budgeting and billing purposes.

Final rate: The actual indirect rate, after the completion of financial statements, when true 
costs are known. Donor billing is generally adjusted up or down to correct provisional 
rates to actual. Final rates are generally verified by an independent auditor.

Note that donors may negotiate a ceiling on indirect cost rates so that indirect costs can be 
billed only up to the ceiling amount, regardless of the actual final rate.

indirect cost proposals
Required documentation. Several documents are required for an indirect cost proposal 
to the US Agency for International Development (USAID):

■■ indirect cost pool schedules by cost element;
■■ identification of unallowable costs excluded;
■■ identification of other costs excluded, such as major equipment purchases;
■■ schedule of labor: job title, salary, direct or indirect classification;
■■ explanation of the allocation base used;
■■ identification of donor contracts;
■■ reconciliation of costs to financial statements.

management of indirect costs
It is important to pay attention to the management of indirect costs, as well as programs. 
An organization that controls its indirect costs is more marketable to donors. Changes in 
the indirect cost rate may be indicative of the organization’s financial health. When over-
head rates go up, either indirect costs have risen or program costs have fallen. It is impor-
tant to understand which is occurring so that appropriate measures can be taken.

Comparing rates. It is not a simple task to compare rates among organizations. It is 
necessary to understand factors such as what their allocation base is and what costs have 
been excluded. It is more important to pay attention to the equity of the rate, rather than 
the rate itself. One organization may go to great measures to direct charge everything. 
Another might allow many costs to flow to overhead. 

What is most important is the overall cost to carry out the activity, not necessarily the 
distribution between direct and indirect costs. Presentation of the costs, however, may 
influence a donor’s willingness to pay. A lower overhead rate may be easier to market.

www.msh.org/resource-center/health-systems-in-action.cfm
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Appendix E. � Selecting and Preparing to Implement 
Accounting Software

All organizations, regardless of size, must be concerned with operational control, human 
resource management, and financial management. Modern automated accounting systems 
can make performing these functions more efficient and allow staff to “work smarter.” It 
must be stressed that this software is a tool that provides the data and structure that help 
a business manager make sound decisions. Computerized systems cannot think or make 
business decisions. Nor can the new system eliminate all errors, although it should pro-
vide features to verify data accuracy to the greatest extent possible. Automated accounting 
is only one part of a well-organized business system. 

Although office automation is a major capital expense, it is most sensible to regard it as an 
investment in the organization. If the right software is selected and then correctly installed 
and implemented, it can pay large dividends. Computerized accounting has moved away 
from pure bookkeeping into management information systems and operations support, 
providing services to areas of the company not previously directly served by the account-
ing system.

identifying system needs
Throughout the needs definition process, each staff member should focus on the internal 
customers they serve. What system features can help them meet the needs of these cus-
tomers in a more accurate, timely manner? In addition to satisfying the requirements of 
auditors and tax and statutory bodies, the new systems can facilitate budgeting and fore-
casting; enhance project and program management, planning, and control; help prevent 
fraud; and provide nearly instant access to information.

To capture some of the additional information desired, such as better allocation of 
expenses by donor or project, more data will need to be collected during transaction pro-
cessing. This could increase processing time for some routine functions, such as accounts 
payable and payroll. The benefits of gathering additional data must be balanced with the 
amount of time, labor, and associated cost to collect it. If data will not be used, reconsider 
whether it should be gathered just in case.

planning for the upgrade
The organization may be forced to accept compromises during the process of upgrading 
the accounting system. Slower data entry may be a necessary tradeoff for access to much 
more data and increased efficiency in generating financial reports. The flexibility of writ-
ing checks daily might need to be exchanged for the efficiency and accuracy—and reduced 
frequency—of batch entry of computer-generated checks. To allocate personnel costs 
accurately to projects or departments, the current timekeeping systems will probably need 
to become more sophisticated. Decisions will have to be made regarding what present 
operational standards and processes must be changed to support and feed into the new 
financial system. If selecting a particular software would force changes unacceptable to the 
organization, it should be eliminated from consideration.
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It is important to discuss these possibilities with staff to eliminate surprises when the new 
system is put in place. Since the new system will require new processes, staff should be 
consulted, or at least informed, about these upcoming changes. Change is stressful, even if 
the changes are positive, and staff members’ coping skills will vary. Frequent communica-
tions, involvement in decision-making and system design, and training will help minimize 
anxiety. The more users are included in the planning and implementation, the easier it will 
for them to adapt to the changes. 

The upgrade of a financial management system may add tasks and responsibilities to 
people’s jobs. As the nature of these changes becomes clearer, job descriptions should be 
changed and new tasks assigned. Current staff may lack needed skills and require training 
or even reassignment. New recruitment may be necessary.

The success of a software implementation depends on having a solid manual accounting 
system prior to starting the process. It is important to analyze the present system to deter-
mine areas that need strengthening. These improvements should be made before imple-
mentation begins. Some areas that require particular attention are the chart of accounts, 
internal control, and records management. All journals, bank accounts, and the general 
ledger must be in balance before the installation begins.

Although automated accounting will eliminate the need for many of the handwritten 
journals, the computer will create a new set of reports and audit trails, and they must be 
retained. Arrangements will need to be made for safeguarding tape backups and archives, 
including routinely storing critical data off site, so it will be possible to restore the system 
in the event of fire or other damage to the office. Before the start of installation, organize a 
cleanup of files, deleting or archiving records that are no longer needed, and arrange office 
space to maximize comfort and access to needed hardware, such as printers. 

The increased reliance on computer-generated information may cause increased noise and 
heat from printers, processors, and perhaps generators, or cause bottlenecks as staff gather 
around printers waiting for output. Small changes to office layout may improve these situ-
ations, which, although seemingly minor, may become major annoyances over time.

Other factors that will foster successful software implementation are information gather-
ing, a methodical approach to the process, the cooperation of all staff members, the com-
mitted support from management, and patience. Implementing the new software will be 
an evolution, not an instantaneous event. The process must be allowed to follow its natural 
course. Timelines are only targets, which should be modified in favor of doing thorough 
analysis, planning properly, and starting up with accuracy. Chapter 2 has information that 
can help you lead and manage through this change.

software selection
During the software selection process, gather as much information as possible about the 
possible software solutions, vendors, value-added resellers (organizations that buy hard-
ware and software from manufacturers and sell it to the general public), and what the staff 
hope to get from the new system. 

www.msh.org/resource-center/health-systems-in-action.cfm
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You may be tempted to expect the new system to satisfy every desire of every staff mem-
ber. There are systems on the market that can do virtually everything, if you are willing 
and able to pay for them. However, the goal is to select the software that matches most 
needs and desires and satisfies all critical requirements at an affordable price. Highly 
sophisticated systems can offer too much technology, which is difficult to control and will 
probably frustrate finance staff if they are inexperienced with computerized systems.

tips for upgrading systems successfully
■■ Appoint a project manager to oversee the entire process. This person will 

coordinate meetings with vendors, assign tasks to staff members, and update 
management and staff on progress made and what to expect next. Since this 
will be a time-consuming task, the person should be given the time and 
resources needed to do the job. 

■■ Appoint a steering committee of key staff members from the accounting, 
operations management, and project management groups to make deci-
sions about the features required and final software selected. Also include 
staff members will be responsible for daily data entry. The computer network 
administrator should also be asked to provide a perspective on hardware and 
memory needs. The committee members will work with their departments 
or project staff to define needs and requirements and communicate results.

■■ Review and update the current accounting manual to accurately reflect the 
current system.

■■ Analyze the current systems and procedures for inefficiencies and make 
whatever corrections are possible prior to implementation. These changes 
should be reviewed with your accounting group or audit firm, if you have one.

■■ Be sure that the present system is balanced and reconciled. Any corrections 
and adjustments resulting from the current audit should be completed. 

■■ Contact references and current clients of the software vendors you are con-
sidering. Discuss their successes and problems with the software and vendor 
service. How has the software improved their operations and decision-
making? Were there any disasters? Compare the reference organizations’ 
size, complexity, and system design with those of your organization to assess 
how the software might operate in your organization’s environment. Ask the 
vendors’ clients if they would select the same software and vendor again.

■■ Appoint someone (possibly the project manager) to create and maintain the 
project plan and supporting documents. Correspondence, responses from 
vendors, and minutes from meetings should be stored for future reference. In 
the worst case, this documentation might help settle a dispute with the vendor.

questions for system users and vendors 
■■ What are your present needs? How well does the software being presented 

meet these needs?
■■ What are your future needs or desires? How well does the proposed software 

meet these? How extensive will modifications be to accommodate growth or 
procedural changes?

■■ What features or functions will be improvements over the present system? 
How well does the proposed software solve current problems?
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■■ Are the data-entry screens easy to use? How long will it take to enter routine 
transactions? Is this speed and performance acceptable? Have those respon-
sible for data entry evaluated these features?

■■ Does the menu structure clearly lead you to desired functions?
■■ What level of online help is available? Is on-site help available? At what cost?
■■ What kinds of manuals and training materials are provided? Are they easy 

to read?
■■ Is this application too complex? Will it improve or hinder daily operations?
■■ Would all classes of employees who use the system be able to do so comfort-

ably? Are advanced computer skills required?
■■ How much training will be required for staff members to become skilled 

enough to operate the system? Who will provide this training? At what cost?
■■ How much customization will be required to meet minimal requirements? 

Desired requirements?
■■ Are third-party applications required to perform standard functions, such as 

reporting or payroll? How are these applications supported? Is the integra-
tion between the packages seamless?

■■ How are budgets input and updated? Are budget tools sophisticated enough 
to meet project management needs?

■■ Does the software interface with other tools, such as spreadsheets, form let-
ters, or creating charts? How easy is this?

■■ Can the vendor’s clients currently using this software be contacted for refer-
ences?

■■ Which standard reports are included in the software application? What tools 
are available for creating custom reports? How difficult is the report design 
to use?

■■ Do any features affect the operation of the software system in the current 
business environment? Is this problem solvable? If not, consider alternate 
software.

■■ Did the vendor seem well-informed about the software? How well does the 
vendor understand accounting and your business needs?

■■ How long has the vendor been in business? How many staff or consultants 
will be provided to install and implement the software and train staff? 

■■ Did the vendor instill trust about their ability to provide service, support, 
and training after installation? Would you and others be comfortable having 
a long-term business relationship with this firm and salesperson?

■■ What were your first impressions of the software? Did those initial judg-
ments change after further experimentation and demonstration?

www.msh.org/resource-center/health-systems-in-action.cfm
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Appendix F. T ips for Implementing Accounting Software 

prepare for change
Change always brings risks and fear, based on the abandonment of the familiar and 
known in favor of the unknown. Have faith that the change will ultimately lead to an 
improved work environment. Embrace the opportunity to learn new skills, concepts, and 
practices. The new accounting system should position your organization to perform more 
effectively in the upcoming years. Chapter 2 has information that can help you lead and 
manage at times of change.

communicate with staff to foster their commitment
The success of the software implementation is directly connected to how committed the 
staff are to learn what the software can do, devote the time necessary to prepare for the 
installation, thoroughly plan for the new system, and work through difficulties as they 
occur. 

The entire organization, not just the finance department, needs to commit to graciously 
accept the minor disruptions in service that will be necessary for completing the imple-
mentation. The results—increased efficiency and quicker access to management data— 
will be worth it.

The installation and implementation period will pose many challenges, especially as peo-
ple try to balance the demands of daily work and the additional tasks related to the system 
implementation. Leadership and teamwork will be necessary to meet these challenges. If 
you communicate regularly with staff members, they will know what to expect, and when. 
Also, if you keep communication channels open, they will freely share their questions and 
concerns with you.

hold progress meetings
The implementation phase will span two to four months. It will be necessary to hold 
frequent progress meetings to keep all staff, managers, and the board informed of progress 
and to alert the vendor to problems and training issues. 

ask questions
Throughout the installation, implementation, and switch to the new system, numerous 
aspects will be confusing. The vendor is an expert who is available to answer questions 
and clarify processes. Use that company’s expertise. The only bad questions are those that 
go unasked.

document, document, document!
■■ Keep very detailed paper trails of all installation decisions, such as master 

file and lookup table contents. Save these documents for troubleshooting 
problems at start-up and also for review by the auditors, if necessary.

■■ Maintain a complete project file that includes the resource materials and 
reports that have already been prepared. Consolidate all information from 



6.  Managing Finances and Related Systems	 6:66

www.msh.org/resource-center/health-systems-in-action.cfm	 Health Systems in Action

vendors and consultants, along with the implementation plans and docu-
ments. These documents should be kept readily available for review.

read the manuals
To supplement training sessions and on-the-job learning, all members of the accounting 
staff should read the system manuals. These manuals will document features that might 
not be thoroughly covered in training and describe in greater detail how the various mod-
ules and processes link together.

develop a team of staff experts
Some staff members will find the new system easier to use because they have greater apti-
tude or experience with computers. Encourage these “stars” to coach and train others who 
need assistance.

update the accounting manual
The accounting procedures manual must be updated to include new procedures, new 
forms, and the revised chart of accounts. 

determine coding structures
■■ Ask the vendor to provide the architecture of the master files, so the coding 

structure can be set up accordingly.
■■ Decide whether all existing accounts payable vendors will be added to the 

system or if they will be added one at a time as they are used. Since vendor 
information changes frequently or many vendors are only used once or 
twice, it might be sensible to add only the common vendors at first.

■■ Decide what levels of detail you want to capture, such as department, proj-
ect, donor, and location—or more. Remember that each additional level of 
coding increases data-entry time, so your choices should be based on real 
business information needs. 

■■ To the greatest extent possible, incorporate currently used coding structures 
into the new system. The more familiar things seem, the easier the transition 
will be.

prepare for data entry
■■ Update the chart of accounts to include all accounts currently in use. Decide 

on any additional accounts you would like to add. 
■■ Reconcile all bank accounts.
■■ Be sure the trial balance is in balance.
■■ Gather all data on bank account numbers, addresses, etc.
■■ Gather all data on vendors that must be entered into the system, including 

any recurring monthly payments.
■■ Prepare a listing of all open invoices remaining to be paid. To the greatest 

extent possible, pay all outstanding bills to minimize data to be carried into 
the new system.

■■ Prepare a list of any open purchase orders.
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■■ Prepare a list of all accounts receivable still due.
■■ Have employees verify all personal data that will be entered into the payroll 

module. Prepare a record of all wages paid, deductions, allowances, and tax 
information from the current fiscal year that must be entered.

■■ Prepare, or gather, all budgets for projects and departments.
■■ Assess the set-up of the accounting department offices. Determine if the 

computers and peripheral hardware are placed so they will be fully used. 
Some employees will spend a lot of time doing data entry, so be certain that 
their work areas have proper lighting, seating, and are equipped to prevent 
repetitive stress injuries.

establish security protocols
■■ Decide who will have system administrator or supervisor’s rights.
■■ Decide who will have access to the various software modules and what level 

of access they will have (such as the ability to add, delete, or modify records) 
and set up passwords accordingly. 

■■ Determine backup procedures, including off-site storage and storage of criti-
cal backups in a fireproof safe. It should not be the sole responsibility of the 
local area network (LAN) administrator to back up the accounting system 
because routine full LAN backups (done daily as a matter of good prac-
tice) may not be frequent enough to safeguard valuable financial data. The 
accountant should always back up financial data before running any critical 
transactions, after processing large amounts of data, etc. This is especially 
critical in areas that are prone to electricity fluctuations, power outages, or 
lightning strikes that can seriously damage or destroy electronic files.

■■ Computerization is not the creation of a paperless workplace! Set up a plan 
for report storage and distribution because computer reports may be bulkier 
and more numerous than those currently in use.

■■ Locate the printer(s) so that confidentiality of reports or checks is not com-
promised. Since the accounting area will generate a lot of reports, it should 
have at least one dedicated printer. 

■■ Decide what types of transaction reports are desired to create adequate audit 
trails. Because some transaction reports are snapshots of data at a specific 
time, they cannot be recreated later.

■■ Decide which backups should be retained, and for how long, and which can 
be overwritten, and how long they must be available before being overwrit-
ten. 

■■ When setting up system security, be sure that there is enough redundancy of 
skills so that if someone is out of the office, all functions can still be per-
formed smoothly.

notify staff of work schedules during implementation
■■ Installation on weekends or evenings usually causes less disruption of daily 

routines but may mean extra time commitments from the staff. Be sure 
expectations are clear.

■■ Will there be any expected delays in processing vendor payments or other 
accounting office activities? Alert staff or others to this possibility.
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■■ Notify all staff of training commitments that will limit the availability of 
finance staff.

■■ Notify the auditors, donors, and board of directors if the implementation 
schedule will delay the preparation of year-end statements. Work with the 
vendor to alter the schedule if those deadlines cannot be missed.

develop a training strategy
■■ Decide who will be trained. Distribute the training schedule to all staff 

involved to ensure their presence at all required training sessions. Have suffi-
cient training materials available for all staff, and set aside adequate time for 
successful training. 

■■ Schedule training sessions and set up the training rooms to minimize dis-
tractions and interruptions. Notify all staff when trainings are in session, so 
meetings or other disruptions do not interfere with the lessons.

plan for the use of computer-generated checks
■■ If you intend to generate checks using the computer, obtain the printing 

specifications and order checks early, to ensure that they are available when 
the system is installed.

■■ Be sure to get check writing supplies that are compatible with the available 
printers, or make a decision about purchasing a more appropriate printer 
model. 

■■ Are several types of checks required for accessing different bank accounts or 
for payroll? Be sure to order all the needed checks; lower prices are usually 
available for bulk orders.

■■ Make a policy regarding when, or if, manual checks will be written, because 
processing manual checks requires additional data-entry time and may side-
step normal internal control procedures.

establish processing protocols
■■ Make checklists of the processing steps required for running various rou-

tines. These lists will be helpful until procedures become second nature. It 
will be necessary to remind staff about performing backups and running 
certain transaction reports.

■■ Determine how often transactions will be posted to the general ledger and 
by whom.

■■ Decide how source documents will be prepared for data entry. Since the 
computer will allow for the collection of additional data, it might be helpful 
to design cover sheets or rubber stamps that simplify the coding process.

■■ Who will review and audit batches? How will transactions be corrected?
■■ Develop a mechanism for tracking additions to vendor lists, personnel lists, 

and the general ledger. Decide who is authorized to make these additions.
■■ Since the accounts payable module allows for posting to past periods, it 

should be decided whether this is a desirable option.
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■■ Decide which reports should be printed routinely. Although a software 
package typically allows you to print more than 250 reports, it doesn’t mean 
you should!

consider needs for supplies and hardware
■■ Be sure to have adequate supplies of paper, toner, backup tapes or disks on 

hand because these needs will increase as a result of the computerization. 
■■ Determine if additional computers, printers, electricity regulators, genera-

tors, and related equipment are required and make arrangements to pur-
chase them. Budget for system support or upgrades after the first year.

schedule a party!
Set a target date for when the new system will be fully functional, and plan to celebrate all 
the hard work and commitment that made it possible to get the new system successfully 
up and running. 

schedule a midterm review
Several months after implementing the new system, after any glitches have been resolved, 
do a systematic review of the system. Workloads should be assessed. Some people’s jobs 
should have become streamlined as a result of the computerization. It may be possible to 
reassign tasks, take on new activities, or take advantage of new proficiencies.
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Appendix G. � Planning for Risk and Developing a Project 
Risk Action Plan

Risk remains a secondary issue only as long as an organization’s luck holds 
out or until a grand opportunity is missed.

Carl L. Pritchard 
Risk Management Concepts and Guidance

Risks include failures to satisfy quality, budget, or performance objectives. Each of these 
risks would cost time and money, and possibly lose opportunities. The goal is to prevent 
injurious risk, but it is not always possible.

managing risks should be coupled with managing 
opportunities
Some risk is desirable because it presents opportunity and the potential of profits, suc-
cess, or other benefits. Most people fear and avoid risks more than they like and accept 
the challenges presented by opportunities. However, taking risks can be tied to reaping 
rewards. It takes wisdom to avoid or prevent the risks that will damage a project and cour-
age to accept the risks that will benefit it.

Risk management is not an instinctual reaction to events. It involves a culture within the 
organization of protocols and practices that are consistently applied. The most critical 
phase in the risk management process may be risk detection. How can you know when 
you are about to encounter risk?

Risks. Risks have three common elements:

■■ an event
■■ probability of occurrence
■■ cost or loss if the event occurs (severity)

Opportunities. Opportunities also have three common elements, the first two of which 
are the same as those for risk):

■■ an event
■■ probability of occurrence
■■ profit or benefit if the event occurs (impact)

You must attempt to quantify consequences and probabilities in realistic terms, especially 
the costs or benefits that might be achieved. To the greatest extent possible, this should be 
a scientific and mathematical exercise, although “gut feelings” do play a part in the quanti-
fication of risk. See Box G-1.
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Successful risk management requires an environment that allows and encourages honest 
and open communication about possible risks. If managers are discouraged from bearing 
bad news, valuable time that could have been used for mitigation or contingency planning 
may be lost. Opportunities may also be lost. If you are responsible for monitoring risk, be 
sure to clearly communicate the risks and potential consequences, as well as the possible 
opportunities, to those empowered to make decisions.

strategies for dealing with risk and opportunity
Strategies for dealing with risk follow:

■■ Accept the risk and take any loss, but be sure that the project team and man-
agement know.

■■ Avoid risk, and miss potential opportunities as well.
■■ Control risk through contingency and mitigation.

Strategies for dealing with opportunity are:

■■ Passive: Take an opportunity if it comes along.
■■ Active: Pursue opportunities actively.

The time and resources required to do risk planning are likely to cost far less than dealing 
with the consequences of a risk event. The greater the advance notice of risk, resulting from 
good project planning, the greater the possibility to compensate for or avoid the problem.

sources of risk
There are external and internal sources of risk. Risks from external sources include:

■■ fire, famine, flood, war, and disease (environmental);
■■ changes in laws or regulations (governmental);
■■ loss of market share, introduction of competitors, and loss of suppliers (eco-

nomic).

Risks from internal sources include:

■■ changes in board of directors’ strategies and priorities, or funding agencies’ 
politics;

■■ stakeholder changes;
■■ subcontractor failures, scheduling delays, cost overruns, technical surprises;
■■ loss of key staff;

BOX G-1.  Quantifying Risks and Opportunities

Risk: Potential for an event to have negative consequences

Opportunity: Potential for an event to have positive consequences

Risk = “Cost” of unwanted event × probability of event’s occurrence

Opportunity = Benefit of hoped-for event × probability of event’s occurrence
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■■ schedule delays and cost overruns due to poor planning and budgeting (e.g., 
unrealistic or incomplete).

There are inherent risks from project plans that are imposed by donors, customers, or 
senior management who desire results faster, cheaper, or with more functionality than is 
reasonable. Project managers must be honest enough and brave enough to point out these 
risks and substantiate them with sound, detailed budgets and schedules.

risks related to financial management
Some risks are related to financial management rather than to a specific project. Examples 
include: 

■■ failing to stay informed about the true costs of doing business;
■■ assuming you can make up losses by delivering a larger volume of services. 

If you are generating losses, larger volume might only create larger losses;
■■ depending on donors;
■■ setting prices too low, for example, so you can win a contract; 
■■ failing to scan and monitor the changing environment;
■■ condoning poor budgeting, planning, and reporting practices;
■■ not taking advantage of opportunities;
■■ not covering overhead costs.

planning to deal with risk in a project or program
Sooner or later, bad things happen to good projects, and a project manager 
without a clear strategy will pay a price.

Carl L. Pritchard 
Risk Management Concepts and Guidance

All major projects or programs should have some documented risk management activity 
in the scope of work and a documented risk management plan in circulation.

Risk events, probabilities, and impacts are unlikely to remain static over the life of the 
project. The longer the duration of the project, the truer this statement becomes. There-
fore, the steps that follow should be undertaken continuously throughout the project. Risk 
identification and monitoring should trigger further planning. 

Step 1: Identify risks. Identify sources of potential risk and specifically define them, 
including the likelihood of occurrence and the costs if the risk event occurs. It is impor-
tant to describe the potential risk event in specific detail. Ask questions such as: How 
would it occur? What might occur? How seriously would it affect the project or the orga-
nization?

Don’t forget to look at the possible benefits that might be gained from a risky opportunity. 

Have a team of people looking at risk. Their varying perspectives, attitudes, and experi-
ences with risk; their visions; and their tolerance for negative outcomes or risk-taking will 
give you a more balanced view of the potential risks. Include both risk-averse people and 
risk-takers.
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Throughout the project, you should also make a point of getting a fresh perspective on 
potential risk events from experts or sources outside of the project itself. Staff members 
who are deeply involved in a project—including yourself—may be oblivious to changes in 
the environment that could result in new risks.

A good way to identify all potential risk events is to create a structure for the project, if 
you don’t already have one. By breaking processes and activities into their smallest com-
ponents, it is easier to readily identify risks that might remain hidden if you focus only on 
the big picture. Ask:

■■ What activities do we always follow?
■■ What are the core processes for these activities?
■■ What are the key elements and subactivities of these processes?
■■ What risks are common to these?

In addition, the team has a responsibility to research the history of other, roughly com-
parable projects. No project, no matter how advanced or unique, represents a totally 
new system. Projects originate and evolve from existing or past projects. There should be 
documentation of the risks encountered in those projects and the mitigation and contin-
gency techniques used. The new project team should review those documents and use the 
lessons learned—or be destined to repeat them. 

Step 2: Create a risk management plan. A risk management plan is an important tool 
to document and share risks and opportunities throughout the project. The components 
of a risk plan are:

■■ risk identification;
■■ risk assessment (probabilities);
■■ risk quantification (costs);
■■ response development (mitigation plans and contingency plans);
■■ a monitoring and control plan.

Create a matrix of possible risks to the project by asking:

■■ What risks can we avoid?
■■ What risks must we take? 
■■ What risks can we ignore for now because the probability of their occurring 

is extremely low?

Identify possible risk events and break them into smaller events that are easier to control. 
Do this early, even in the development stage of a project.

Specifically define the risk event and estimate the probability of occurrence and the cost if 
it does. If it is not possible to scientifically document probabilities or assign accurate dollar 
values, it is possible to use percentages or high-medium-low scales. Clearly communicate 
the probability and cost of risk events to decision-makers.

Once you have identified the resident risks (the ones generally expected for the given 
activity), you can build in control mechanisms to deal with them. (See Box 2.) This should 
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be done as part of project planning. This preparation will free up time and resources to 
deal with unexpected things that occur during project implementation.

One way to identify risks is to draw on the history of past projects and the risks they en-
countered and solutions they used to mitigate them. Using consistent forms and protocols 
to capture these lessons makes it easier to record and later interpret this information. 
Consider the following questions:

■■ What happened?
■■ Why did the event happen?
■■ How did it happen?
■■ What was the corporate, project, and market environment at the time?
■■ Who was involved?

You should also consult with experts, brainstorm with the project team, and use data from 
similar projects (gathered from journals, institutional memory, and other organizations).

Your task will be easier if the lessons learned were recorded at the time they were recog-
nized; time dulls the memories and details. Many projects err by waiting until the end 
of the project to try to recall lessons learned. This may be several years from the time of 
the actual events and might be colored by the glow of the eventual success of the finished 
project. 

As a manager of a health program or health services, you can make risk identification 
easier for your organization and others in the future if, at the time they occur, you docu-
ment, share, and archive your own project risks and opportunities, their consequences, 
and subsequent actions.

Step 3: Design mitigation and contingency plans. To effectively manage risk, an orga-
nization should establish a plan to identify potential risks, quantify the impact they would 
have on the organization, and outline strategies to prevent them from happening (through 
mitigation planning) or limit their damage (through contingency planning).

The organization should develop a triage process for managing its risks. Determine and 
react first to the risk events that pose the greatest threat, not those that seem to cause the 
greatest commotion. Hospital emergency rooms use this technique to categorize patients 

BOX 2.  Resident Risk: Project Management Examples

A common resident risk is that an activity will fall behind schedule. There may be a 
good reason to allow a project to run late (such as waiting for legislation to be passed). 
However, this should be a conscious decision, not an unconscious one. A project should 
not fall behind schedule simply because someone was not watching the clock. 

Another common resident risk is that the project will lack resources (not enough, 
not available at the right time, or not the right ones). Securing adequate resources 
(especially people) and ensuring that they are available when the project requires them 
is an essential task for the project manager and should be properly addressed in the risk 
management plan.
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according to who faces the greatest risk of serious complications or death and then treat-
ing them first. Triage involves the careful following of established protocols that are taught 
to all medical students, such as assessing physical appearance, mental state, and recog-
nized symptoms. 

All employees should understand the work environment and know the protocols for han-
dling risk events. Similar to the hospital triage example, the organization should establish 
protocols for identifying potential risks, identifying those that could result in serious 
injury or “death” to the organization, and selecting the appropriate responses to manage 
these risks.

Mitigation is a before-the-fact technique. Having identified what could happen, the prob-
ability that it will, and how damaging the results would be, you can take steps to reduce 
the probability that the risk event will take place. Normally this is done for the risks with 
the highest probability and/or with the most severe potential impact on the organization. 
Taking precautions to prevent a fire or diminish its impact by purchasing fire extinguish-
ers, backing up critical data off site, and conducting fire drills are examples of mitigation 
strategies. In keeping with the health analogy above, mitigation techniques are similar to 
routine medical check-ups, immunizations, and other preventive care.

Contingency is an after-the-fact technique. It involves having plans in place that can be 
quickly mobilized in the event that the unfortunate event occurs. By carefully identify-
ing possible risks, it may be possible to identify possible solutions. Contingency provides 
a “cure” for the consequences after a risk event has occurred. For example, you might be 
able to identify sources of rental office equipment or temporary quarters to be used in the 
event of a fire. It is wise to build schedule and budget reserves into project plans to cover 
risks that cannot be mitigated.

Some risks stand out as “showstoppers” that would result in the “death” of the project or 
program, or even the entire organization. If these occur you cannot achieve your goals. 
The possibility of this type of risk might mean that the activity should not be undertaken. 
It is critical to know when to discontinue an unsuccessful or too risky activity. Determine 
what loss is considered acceptable as well as what is unacceptable. What cost can your 
organization accept? What risk can it endure? 

Many organizations suffer huge setbacks because they prefer to keep projects on the 
equivalent of life support rather than make the difficult decision to end the project and 
move on. The answer to these questions will vary among organizations based on their 
financial reserves, ability to cover losses, and even the overall optimism or pessimism of 
the organization’s leadership.

It is necessary to determine which risks are worth an investment of time and energy. Some 
risks are worth taking, because their severity is low or the probability of their occurrence 
is low (or both). Some risks are worth taking because the opportunities and gains they 
represent are great and can be controlled with proper management, planning, and project 
execution.



6.  Managing Finances and Related Systems	 6:76

www.msh.org/resource-center/health-systems-in-action.cfm	 Health Systems in Action

There are two forms of risk acceptance: passive and active.

Passive risk acceptance means accepting a risk without doing anything to resolve, man-
age, or cope with it. Note the key word: acceptance. Ignorance of risk is not appropriate.

Active risk acceptance means acknowledging that risk exists without planning for miti-
gation. Contingency plans or reserves are put in place instead.

When you design mitigation and contingency plans, it is critical that such plans not take 
longer or cost more than the project itself! Risk management techniques should not trig-
ger additional major risk.

When you are developing responses, a good technique is to brainstorm multiple options. 
Then you can analyze them to determine which ones can be implemented quickly, with 
the lowest cost or project impact. The goal is to implement strategies with the greatest 
overall positive impact (or lowest negative impact) on the project.

Step 4: Set up a plan to monitor risks. The higher the probability of the occurrence of a 
risk event and the closer the time frame for the possible risk event, the greater the need to 
monitor for that event and communicate with the project team and stakeholders.

Some suggested tools for planning for, monitoring, and mitigating risks are:

■■ probability-impact matrixes (see Table A);
■■ decision trees or matrixes and probability trees, to quantify risk probabili-

ties;
■■ three-point planning (best scenario, most likely scenario, worst scenario);
■■ statistical analysis: Target for the mean plus 1 standard deviation;
■■ assignment of utilities (the perceived value of a potential event): This type of 

analysis can help you decide whether to take a risk. The greater the potential 
gain, the more likely you are to accept the risk;

■■ division of a large risk into smaller pieces that are easier to manage so you 
are in a better position to mitigate the situation.

TABLE A.  Probability-Impact Matrix

High Probability
66%–99%

High – Low 
LATER RESPONSE

High – Moderate 
THIRD RESPONSE

High – High* 
FIRST RESPONSE

Moderate 
Probability
33%–65%

Moderate – Low 
LATER RESPONSE

Moderate – 
Moderate 

LATER RESPONSE

Moderate – High 
SECOND RESPONSE

Low Probability
1%–32%

Low – Low 
LATER RESPONSE

Low – Moderate 
LATER RESPONSE

Low – High 
SECOND RESPONSE

Relative Weight = 
Probability × Impact

Low Impact Moderate Impact High Impact

* A High – High event should be analyzed to determine if it is a “showstopper.”
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As Table A shows, events with the highest relative weight are addressed first, so a high-
probability, high-impact event would get the first response. Risks with lesser relative 
weights are dealt with as time and money allow.

The criteria for assigning impact should be agreed upon within the organization because 
this is a highly subjective concept. Attempts should be made to make the quantification 
more specific.

Table B shows that when risks are relatively low and opportunities relatively high, an orga-
nization is generally wise to invest resources necessary to capitalize on the opportunity. 
When risks are high and opportunities are low, steps should be taken to actively avoid the 
event. Further study is generally required in more moderate circumstances to determine if 
steps can be taken to mitigate the risks or enhance the opportunities.

TABLE B.  Risk-Opportunity Decision Matrix

High Risk
66%–99%

High – Low 
AVOID

High – Moderate 
STUDY FURTHER

High – High 
AVOID

Moderate Risk
33%–65%

Moderate – Low 
AVOID

Moderate – 
Moderate 

STUDY FURTHER

Moderate – High 
STUDY FURTHER

Low Risk
1%–32%

Low – Low 
IGNORE

Low – Moderate 
INVEST

Low – High 
INVEST

Low Opportunity Moderate 
Opportunity

High Opportunity
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Appendix H.  Guidelines for Setting Per Diem Rates 

Staff and clients, such as training participants, often incur costs for meals and accommo-
dations while traveling or away from home on official business. To achieve consistency, 
minimize the burdens on the traveler to track and report costs, and maintain ease of 
accounting, many organizations opt to set a rate for meals and lodging.

Commonly, the traveler receives a flat allowance to cover meals and does not have to 
present receipts for the actual meals purchased. Lodging is often reimbursed on an actual 
basis, pending submission of a receipt from the hotel. To contain costs and prevent abuse, 
a maximum rate is generally established. 

The rates are generally based on actual costs likely to be incurred in a given area. Depend-
ing on the size and diversity of the travel area, multiple rates may be established, generally 
by the city, region, or country where the travel occurs.

Below are some additional requirements and guidelines for establishing local per diem rates.

steps to take before setting local rates
■■ Consult with the donor about any required local rates in effect.
■■ The Ministry of Health or local tax authority might have local per diem rates 

that can serve as guidelines. 
–– Be careful of schemes that would be deemed salary enhancements 

rather than appropriate to cover actual costs of business travel.
■■ Survey similar organizations or collaborators regarding the rates they use 

and set a similar rate.
■■ Set independent rates, based on surveys of actual costs in areas where busi-

ness travel occurs. Travelers or country office managers should survey the 
costs to obtain acceptable meals in a given area. Meals should be provided 
by restaurants or hotels that meet standards for cleanliness and any religious 
or dietary needs and preferences of local staff. The meals should not be lav-
ish. In addition to a rate to cover meals, an additional 20 percent should be 
added to the rate to cover the incidental expenses of travelers.

setting per diem rates for workshop participants
To eliminate many administrative burdens and risks related to payments of per diem rates 
to workshop/training participants, many organizations opt to provide full board (and lodg-
ing if appropriate) for workshop participants. Although not all participants may appreciate 
eliminating cash payments, this approach provides several benefits to the project:

■■ Costs can be controlled through package rates negotiated with hotels.
■■ There is no need to carry large sums of cash, collect receipts, and process the 

paperwork required to document per diem payments.
■■ Participants do not have to leave the venue in search of meals or to cash per 

diem checks.
■■ Communal dining provides networking and learning opportunities.
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using preferred hotels
A preferred hotel is a hotel selected by the organization to provide lodging for all staff 
and consultants working in a specific area or for visitors providing technical assistance to 
the field office itself. Creating a list of preferred hotels allows the organization to control 
costs by negotiating favorable rates with hotels. It also simplifies the routine travel process 
because it is not necessary to search for hotels within per diem limits for individual trips.

Pledging substantial business to a hotel often makes it possible to obtain other needed 
services for free or at a reduced rate. This also provides cost savings for projects. These 
services might include:

■■ free or low cost Internet and business center services;
■■ discounts on conference room rentals; 
■■ free airport transfers.

Selecting hotels in convenient locations, such as within walking distance of the office or 
counterparts, can eliminate the cost and inconvenience of obtaining ground transportation.

It is often practical to select more than one preferred hotel in a location, either to serve as 
a backup if the first choice has no vacancies or for different business purposes. For exam-
ple, one hotel might be a preferred choice as a workshop venue and another as a location 
for travelers on out-of-town assignments.

criteria for selecting hotels
Below are some criteria for selecting preferred hotels:

■■ clean rooms, bedding, and restaurants
■■ secure environment (the neighborhood as well as the building itself)
■■ air conditioning, fans, or heat, as appropriate
■■ location near work assignments
■■ meals available in the hotel or nearby restaurants
■■ availability of required business services, especially Internet access and tele-

phone service

The choice of hotels is often subjective. It is important that staff feel comfortable, secure, 
and able to be productive in their environment. It is strongly suggested that frequent trav-
elers be part of the selection committee for establishing the list of preferred hotels. 

full board lodging
In some locations, the best lodging choice is a guest house that also includes meals in the 
rate. In this case, travelers are still entitled to a per diem allowance to cover incidentals only.

updating meal allowances and hotel choices
Inflation may cause costs to rise. New hotels may appear on the scene and selected hotels 
may no longer provide the quality or services expected. It is essential that there be a 
means of feedback for travelers to report rising costs or changes in the quality of hotels. 
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International rates may change as frequently as monthly. This frequency is not normally 
necessary at the local level, but routine reviews every six months are reasonable. Sudden 
or dramatic changes in circumstances may also trigger ad hoc reviews of rates or hotel 
selections.
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Appendix I.  Policy and Procedure Template

The notes below in green will assist you with understanding what should be included in 
each section.

1.	 Topic (Insert the name only of the process or activity.)

Policy or Procedure 
Name (Provide a unique 
number to make future 
updates easier. Document 
any dates, revisions, and 
approval of the board or 
management.)

Document No.

Effective Date

Revision Date

Revision No.

Approval

2.	 Purpose (Insert a brief sentence or two that describe the policy or process.)

3.	 Revision History

Date

Revision No.

Change

Ref. Section

4.	 People Affected (Identify the various positions—not individuals’ names—
that are involved in the process being documented. This should include all 
roles that are involved, from the initiation to the conclusion of the process.)

5.	 Applicable Policies (Detail any rules, organizational or donor restrictions, 
or policies that apply to this procedure.)

6.	 Definitions (Define any terms or acronyms used in this document that 
might not be understood by all staff.) 

7.	 Procedure (Carefully outline each phase and procedural step from initiation 
to completion, ensuring that they are logical and efficient.)

8.	 Responsibilities (Outline the roles played by the various positions affected. 
Do they involve requests, approvals, implementation, documentation, etc.?)

9.	 Reference Materials (Attach any forms, templates, tools, samples, or addi-
tional materials that document or support the process.)
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chapter 7

Managing Medicines and  
Health Products

Effective supply management has the potential to make a 
powerful contribution to the reliable availability of essential 
medicines, which are a crucial part of the delivery of high-

quality health care services. Because medicines are costly and poor 
management so often results in waste, good supply management is 
also crucial to the cost-effectiveness of providing medicines.

Officials with national-level responsibilities manage the full, inte-
grated system described by the pharmaceutical management cycle 
(Figure 2). Theirs is a complex task that demands the highest level 
of leadership, management, and technical skills. 

But even where good national policies and systems exist, unless 
those managing the “last mile” of the supply chain—from the 
district or organization to the health facility to the patient—fully 
appreciate the impact of their work and are trained to carry out 
their responsibilities, essential medicines and supplies will fail to 
reach medical staff and patients. 

As a manager of a health program or health services at the district 
or health facility level, you can successfully accomplish this by 
using the practices described in this chapter, which focuses on sup-
ply management and use of medicines.

Malcolm Clark

Andy Barraclough
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Supply management does not operate in isolation. At the center of the pharmaceutical 
management cycle is a set of core management practices and systems interlinking with the 
overall management of health services. Other chapters of this handbook cover these top-
ics, as follows:

■■ planning and organizing (Chapter 4)
■■ human resource management (Chapter 5)
■■ financial management (Chapter 6)
■■ information management (Chapter 8)
■■ delivering health services (Chapter 9)

The entire pharmaceutical management cycle rests on a policy and legal framework that 
establishes and supports the public commitment to supplying essential medicines. The 
eight major sections of this chapter provide guidance on the following aspects of the man-
agement of the cycle:

■■ storage management
■■ inventory management and stock control
■■ distribution of stock from the health facility storeroom
■■ good dispensing practices
■■ rational prescription and use of medicines
■■ disposal of expired, damaged, or obsolete items
■■ training and performance improvement of supply staff
■■ supervision of supply management

This chapter outlines the essential elements of managing supplies at the district and sub-
district levels and in nongovernmental organizations (NGOs), provides practical guid-
ance in assessing and improving the supply system at that level, and offers a range of other 
technical and managerial resources and references that will enable you to improve your 
management skills and study the areas that interest you further. Each section also provides 
overviews, guidelines, and checklists that will help you and your team identify and resolve 
major problems.

Introduction

Most leading causes of death and disability in developing countries can be prevented, 
treated, or alleviated with cost-effective essential medicines. Despite this fact, hundreds of 
millions of people do not have access to essential medicines, and for those who do have 
access, incorrect use of medicines limits their effectiveness.

Even when we invest large amounts of money in medicines, we often do not make the 
best use of that resource. Poor leadership and management can result in wastage in all its 
forms—from expired medicines to damaged stock to medicines that are never used—and 
underlie the failure to make the best use of medicines.

This chapter recommends practical ways in which the diverse players involved in a supply 
management system can improve the performance of their facility or organization. 
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Although written primarily for district managers and health facility staff, this chapter also 
provides information and insights for government policymakers, managers of essential 
medicine programs, NGOs, and donors interested in improving the functioning of public 
health supply systems.

Because medicines are costly—they frequently account for 30 to 50 percent of health 
budgets—and their management is quite different from that of other consumer products, 
handling by specialists is needed to ensure maintenance of their potency and effectiveness. 
In addition to their direct value to individuals, medicines also serve to generate trust and 
participation in health services. A health center without medicines to dispense, no matter 
how well staffed and maintained, soon loses its credibility in the community.

Improved supply management can bring dramatic improvements in the availability of med-
icines and the effectiveness of their provision. In a typical supply system, up to 70 percent of 
the funding invested in essential medicines can be lost or wasted. With only basic manage-
ment improvements, it is possible to make a significant change, as Figure 1 illustrates. Note 
that all the categories except “therapeutic benefit” represent various types of wastage.

FIGURE 1. � How Reducing Common Types of Wastage Can Increase 
Therapeutic Benefit
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In 1975 the World Health Organization (WHO) defined essential medicines as those 
medicines that meet the needs of the majority of the population. Since that time, much  
experience has been acquired in managing medicines, and some broad lessons have 
emerged from that experience, including the following:

■■ A national policy provides the necessary sound foundation for managing 
medicine supply.

■■ Prudent selection of medicines and the use of an essential drugs list (EDL) 
underlie all other improvements.

■■ Effective supply chain management saves time and money and improves 
performance: you cannot afford not to invest in effective supply manage-
ment.

■■ Rational use of medicines requires far more than pharmaceutical information.
■■ Systematic assessment and monitoring are essential to the supply manage-

ment system.

The recommendations and information in this chapter fall within this broad supply man-
agement framework. Logistics can be complex, with many interlinking components and 
factors, but it is possible, using the resources already available in most developing coun-
tries, to ensure an uninterrupted supply of medicines at the point of service, even in the 
most challenging environments. The use of computer technology has added greatly to the 
ease and practicality of data processing and the provision of the information needed for 
management decisions.

the pharmaceutical management cycle
Pharmaceutical management comprises four basic functions: selection, procurement, 
distribution, and use (see Figure 2). 

■■ Selection involves reviewing the prevalent health problems, identifying 
treatments of choice, choosing individual medicines and dosage forms, and 
deciding which medicines will be available at each level of the health system. 

■■ Procurement includes quantifying medicine requirements, selecting 
procurement methods, managing tenders, establishing contract terms, and 
ensuring pharmaceutical quality adherence to contract terms. 

■■ Distribution includes clearing customs, stock control, store management, 
and delivery to depots, pharmacies, and health facilities. 

■■ Use includes diagnosing, prescribing, dispensing, and proper consumption 
by the patient.

In the pharmaceutical management cycle (see Figure 2), each major function builds on 
the previous function and leads logically to the next. Selection should be based on actual 
experience with health needs and medicine use; procurement requirements follow from 
selection decisions, and so forth. 

At the center of the pharmaceutical management cycle is the core of related manage-
ment support systems, including the planning and organization of services, financing 
and financial management, information management, and human resource management. 
These management support systems hold the pharmaceutical management cycle together. 
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Although individual parts of the cycle may function independently for a short time, the 
cycle as a whole will soon cease to operate and patient care will suffer without effective 
leadership, a functional organizational structure, adequate and sustainable financing, reli-
able management information, and motivated staff.

Finally, the entire cycle rests on a policy and legal framework that establishes and supports 
the public commitment to essential medicine supply.

In NGOs and at the district level, the focus of management activities in this chapter, the 
most relevant elements of the pharmaceutical management cycle are distribution, includ-
ing storage and stock management, and use. This chapter concentrates on those areas. 
For those interested in reading more widely about the pharmaceutical management cycle, 
please refer to Managing Drug Supply (MSH and WHO 1997).

Managing and leading practices are important for effective supply management. 
Why is it so difficult to make supply management work effectively? Supply management is 
not difficult, but it does require:

■■ recognition of the value of supply management to the public health system;
■■ the commitment of funding and resources (which will be amply repaid in 

greatly reduced wastage);
■■ willingness to systematically apply the simple supply management tech-

niques described in this chapter
■■ effective leadership and management practices, as discussed in Chapter 2:

–– scanning the system for problems and opportunities to ensure proper 
management of supplies; 

–– focusing resources based on a well-defined plan to properly procure, 
store, and distribute supplies;

FIGURE 2.  Pharmaceutical Management Cycle
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Global Fund Procurement

Procurement regulations for the Global Fund to Fight AIDS, Tuberculosis and Malaria 
(GFATM) seek to promote good procurement practice. In general, they follow regulations 
similar to the rules of other institutions and donor agencies. There are, however, 
demanding requirements related to product and supplier selection, which are designed 
to ensure product quality and maintain an audit trail that will promote the integrity and 
quality of the procurement process.

The practical impact of these requirements is that procurement with GFATM funds 
can by and large be satisfactorily carried out only by principal recipients at the 
national level, where procurement requirements can be pooled and a procurement 
team experienced in international purchasing can manage the process and ensure 
compliance with GFATM policies and requirements.

For district officers and others involved in GFATM programs, however, it may be 
interesting to know something about GFATM policies and procedures in relation 
to procurement. The GFATM publication “Guide to the Global Fund’s Policies on 
Procurement and Supply Management” provides this information. 

The Global Fund’s voluntary pooled procurement (VPP) mechanism, initiated in May 
2009, will be of special interest to those receiving small grants and those with little 
experience with international procurement mechanisms. Principal recipients wishing to 
use this mechanism will be able to procure first- and second-line antiretrovirals (ARVs), 
medicines for artemisinin-based combination therapy (ACT), and the long-lasting 
insecticide-treated nets (LLINs) recommended by the WHO Pesticide Evaluation Scheme 
(WHOPES). In addition, a broader range of health products is available to meet the 
individual needs of principal recipients.

More information on the VPP mechanism can be found on the GFATM Web page titled, 
Procurement Support Services. The Global Fund website also has a list of core products 
available through the VPP.

Further information from the Global Fund and WHO on LLINs covers the following 
topics: 

■■ procuring long-lasting insecticidal nets

■■ recommended long-lasting insecticidal nets

■■ WHO’s World Malaria Report 2009

■■ specifications for public health pesticides

–– aligning stakeholders, including staff at all levels, around a shared 
vision of proper supply management and mobilizing resources to reach 
that goal;

–– inspiring teams to maintain the diligence necessary to ensure effective 
supply management;

–– planning the quantities and use of supplies at all levels;
–– organizing the structures, systems, and processes necessary for effi-

cient supply management;
–– implementing plans successfully to achieve appropriate storage, 

inventory levels, and use of supplies;
–– monitoring and evaluating the supply chain continuously to ensure 

the system works well.

www.msh.org/resource-center/health-systems-in-action.cfm
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Managing the storage of medicines and health products

This section of the chapter provides detailed information that health workers who handle 
medicines and medical supplies need to know. The content is organized into eight subsec-
tions, which are numbered for ease of reference. The links below will allow you to navigate 
easily to find the section in which you are interested.

	 I.	 How to Set Up, Maintain, and Organize a Pharmacy Store
	 II.	 Organizing Supplies in the Storage Area
	 III.	 Receiving and Arrangement of Stock
	 IV.	 Stock Rotation and Expiry Monitoring
	 V.	 Products that Require Special Storage Conditions
	 VI.	 Conducting a Physical Inventory
	 VII.	 Maintaining the Quality of Products in Storage
	 VIII.	 Waste Management

i. how to set up, maintain, and organize a pharmacy 
store
All health facilities, from health posts to comprehensive health clinics and large hospitals, 
use medicines and related supplies. It takes a team effort to manage these supplies, involv-
ing all types and levels of staff: doctors, nurses, health workers, and storekeepers. This is 
especially true in small facilities with only one or two health workers. Each staff member 
has an important role and should know how to manage all supplies at the health facility 
correctly. 

Medicines and related supplies are expensive and valuable. They need care so they will 
not deteriorate. If they deteriorate, they may lose their potency, have the wrong effects on 
patients, or, in the case of test kits, may produce incorrect results. 

This section provides an overview on preparing a store at your health care facility. For a 
quick reference on procedures related to physical conditions, see the Physical Conditions 
Checklist in Appendix A in this chapter.

Choosing a secured room to serve as a store. A store is a simple way to keep supplies 
safe. Having all stock in one place also makes it easier for you to know what you have.

Your health facility should have a room that can be locked, is in good condition, and is 
well organized. That room will be your pharmacy store. It should be separate from where 
you dispense medicines. You should keep all supplies in the store and take (or issue) what 
you need daily from the store to a dispensing area. If your health facility does not have 
a room to use as a pharmacy store, you should have a lockable cupboard or cabinet with 
shelves to serve as your store.

The store should be large enough to fit all the supplies. Inside the store, there should be 
an additional secured area where narcotics and expensive items such as ARV medicines 
are kept.
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Secure all openings (such as windows) with grills or bars to deter theft. Lock your store 
and limit the number of keys that are made, especially for areas where narcotics and 
expensive items are kept. Limit access to the store. Only the most senior storekeeper or 
pharmacist, and perhaps one other staff member, should have access to the store. 

Your country’s laws and regulations about the storage of pharmaceuticals and medical 
supplies must be adhered to. The national regulatory authority in each country will be able 
to give advice on this and provide relevant guidelines.

Keeping your store in good condition. Extreme temperatures, light, or humidity may 
cause medicines to deteriorate. Heat affects all medicines, especially liquids, ointments, 
and suppositories. Some medicines that are light sensitive, such as injectables, spoil very 
quickly when exposed to light. Humidity can spoil tablets and capsules because they easily 
absorb water from the air, making them sticky and causing them to deteriorate.

All products need to be kept in their original packaging, containers, or boxes. Follow the 
storage instructions given on the labels.

Keep your store clean and organized. This will make it easy to find supplies and help keep 
supplies in good condition and ready to be used.

Maintaining and using refrigerators and freezers. If there is a refrigerator or freezer, 
keep it in good working condition. Opening and closing the door frequently will increase 
the temperature and cause medicines or test kits to deteriorate. Do not keep staff food in 
the refrigerator. 

Follow the instructions you received from your supervisor or district coordinator on how 
to pack a refrigerator or freezer. Check that there is enough space around the refrigerator 
so that air can move freely. Record the temperature inside the refrigerator or freezer daily.

Organizing medicines and health products in your store. The following principles 
will help you organize supplies in your main storage area, refrigerated area, and secure 
area. The more detailed guidance in Section III also generally holds true for a pharmacy 
store. 

Store similar items together. “Similar” refers to the route of administration (external, 
internal, or injectable) and form of preparation (dry or liquid medicines). Store medicines 
in the following groups: externals, internals, and injectables. Shelve tablets and capsules 
together. Shelve liquids and ointments together. Shelve other health products and sup-
plies together. Organizing each group of items in alphabetical order often improves store 
organization and simplifies stock management.

See the information in Section II about controlling access to medicines requiring special 
attention or control, such as ARVs and controlled substances. 

Box 1 provides three examples of storing similar medicines together.

www.msh.org/resource-center/health-systems-in-action.cfm
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If there are three or more shelves in your store, organize your supplies as follows:

■■ Top shelves: Store dry medicines (tablets, capsules, oral rehydration pack-
ets) on the top shelves. Use airtight containers. If the top shelf is near the 
ceiling or out of your reach, use that shelf to store items that are not sensitive 
to heat and not used regularly. 

■■ Middle shelves: Store liquids, including injectables and ointments, on the 
middle shelves. Do not put dry medicines below them. If liquids leak, the 
dry medicines may spoil.

■■ Bottom shelves. Store other supplies, such as surgical items, laboratory 
supplies, condoms, and labels on the lowest shelves.

Identify the products’ generic names. Find the generic name of each medicine in your 
store. The generic name is the chemical name of a medicine and should be listed on its 
label. The generic name is different from the brand name, which is the name given by the 
manufacturer. 

There may be many brand names for the same generic medicine. For example, some of 
the brand names for cotrimoxazole (sulfamethoxazole plus trimethoprim) are Cotrex, 
Cotrim, Bactrim, and Septrin.

Arrange and label the supplies. Arrange and label the supplies on the shelves as follows:

■■ Within each group, arrange the supplies in alphabetical order by generic 
name. Allow enough space for each item.

■■ Group identical items in amounts that are easy to count, such as in pairs or 
groups of 5 or 10.

■■ Print the generic name of each item on labels. Attach a label to the front of 
each item on the shelf.

When you organize your supplies in this way, it will be easy for you to see what and how 
much you have. You will be less likely to confuse items that are similar in appearance or 
name.

Group products by expiry date. The expiry date is very useful in storing and managing 
the stocks of pharmaceuticals.

BOX 1. E xamples of Storing Similar Medicines Together

■■ Ketoconazole 2% cream and ketoconazole 200 mg tablets are available. The cream 
is put on the skin (external) and the tablets are taken orally (internal). The health 
worker stores the cream with the externals and the tablets with the internals.

■■ Amoxicillin 250 mg tablets and amoxicillin 125 mg/5 ml oral suspension are also 
available. Both items are internals. The health worker stores the tablets with the 
other tablets and capsules. The oral suspension is placed with other liquids.

■■ A new supply of nevirapine tablets has arrived. The health worker stores the tablets 
in a locked cabinet with the other ARV tablets.



7.  Managing Medicines and Health Products	 7:10

www.msh.org/resource-center/health-systems-in-action.cfm	 Health Systems in Action

The first expiry, first out (FEFO) method of inventory management involves issu-
ing products with the earliest expiry date first, regardless of the order in which they are 
received. This method helps prevent expiration of valuable pharmaceuticals.

All pharmaceuticals have labels that include an expiry date established by the manufac-
turer. This is a very important piece of information for the dispenser and patient, because 
if the medicine is used after this date, its quality and efficacy are not guaranteed and the 
patient cannot be sure it will have the desired treatment effect. If pharmaceutical labels do 
not include an expiry date, this can be an indication of poor-quality manufacturing. You 
should bring this omission to the attention of the appropriate supervisor.

Pharmaceutical stock must therefore be stored and controlled so that the stock that will 
expire first is issued first. Newly arrived stock sometimes has an earlier expiry date than 
stock already in the store—especially when there are multiple sources of supply for an 
item, or stock is returned or transferred from another store. In a FEFO system, first-
expiring stock is “promoted” to make sure it is issued first. Such promotion is usually a 
combination of physical placement—the earliest-expiring stock is placed at the front of 
the shelf so that will be picked first—and good record control, which tracks the expiry 
dates of all items in stock.

For example, if you have received two shipments of amoxicillin, and the first shipment 
received has an expiry date of November 2012, while the second shipment has an expiry 
date of August 2011, you would issue the stock that expires in August 2011 first, even 
though you received it after the stock that expires in 2012.

You should store medical supplies and other commodities without expiry dates using first 
in, first out (FIFO) procedures. For items that arrive without expiry or manufacture dates, 
record the date of arrival on the stock and the records, and use a FIFO system. It follows 
the same principles as the FEFO system—the stock that expires soonest goes at the front 
of the shelf—but you track the receipt dates rather than the expiry dates.

Follow these steps to remove expired and poor-quality items from the store:

■■ Identify all expired and other poor-quality medicines and related supplies.
■■ Identify overstocked items and any items that are no longer used at your 

health facility.
■■ If items are still within their expiry date, arrange for them to be returned to 

central stores or sent to other facilities where they are needed. Follow your 
health facility’s policy to remove these items. In case of doubt, contact your 
supervisor or district coordinator.

■■ Keep a record of the removal of medicines and related supplies.
■■ Indicators of poor-quality or damaged supplies appear in Section VII of this 

chapter. Use it to help you determine unacceptable items in your store.

www.msh.org/resource-center/health-systems-in-action.cfm
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ii. organizing supplies in the storage area
Storage areas must be clean, properly arranged, and secured. The temperature must also 
be controlled (if needed, an air conditioner or ceiling fan should be installed) and the area 
well-ventilated but not exposed to dust. One rule of thumb is that if you feel too hot in the 
storeroom, the products are also being exposed to high temperatures.

Even though most medicines are packaged in sealed containers, moisture can still be more 
damaging to medicines than high temperatures. So there must be proper drainage, and 
no boxes or goods should ever be in direct contact with the floor. They must be placed on 
pallets or racks. Many products, particularly injectable forms, are sensitive to direct sun-
light. Keep the vials in their boxes and if necessary hang curtains on the windows.

Regardless of the type of storage (warehouse, storeroom, shelves, or a cupboard), the 
products must be systematically arranged. There are several ways of classifying medicines 
and health products. Whichever system is used, it is important that all employees know 
the system being used and can work with it effectively. 

Module 3 of Managing TB Medicines at the Primary Level (Rational Pharmaceutical 
Management Plus 2007) contains useful guidance on storage of tuberculosis (TB) 
medicines, much of which is generally applicable to all medicines.

You can also use Appendix B in this chapter, the Storage Procedures Checklist, with your 
team to determine how well storage is being managed and plan improvements.

Principles of good storage. For all types of storage:

■■ Follow the manufacturer or shipper’s directions when stacking, and follow 
labels for storage conditions.

■■ Place liquid products on the lower shelves or on the bottom of stacks.
■■ Store products that require cold storage in appropriate temperature-

controlled zones.
■■ Store high-security and high-value products in appropriate security zones.
■■ Separate damaged or expired products from usable stock without delay, and 

dispose of them using established disposal procedures. See the sections on 
waste management and disposal.

■■ Store all commodities in a manner that facilitates FEFO policy for stock 
management.

■■ Arrange cartons so arrows point up and identification labels, expiry dates, 
and manufacturing dates are visible. If this is not possible, write the product 
name and expiry date clearly on the visible side.

Common classification systems for smaller stores and dispensaries. There are three 
common classification systems for smaller stores and dispensaries: by generic name in 
alphabetical order, by dosage form, or by therapeutic category.

■■ In alphabetical order by generic name. This classification is found in 
both large and small facilities. 

■■ By dosage form. Similar dosage forms (for example, tablets, injectables, 
oral liquids, ointments, etc.) can be stored together. Products are sorted 

http://www.msh.org/projects/rpmplus/documents/upload/TB-Primary-Level-Guide-April-2008_final-English.pdf
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alphabetically within each category. This method is simple to apply and 
maintain. It does not require much medical knowledge, and it allows the 
optimal use of the storage space because packages of similar size and requir-
ing similar storage conditions are kept together.

■■ By therapeutic category. You can store products with the same therapeutic 
properties together, using the classification from the list of essential medi-
cines. For example, all antibiotics can be stored together, all antihypertensive 
medicines can be stored together, and so on. Products are then sorted alpha-
betically within each category. This method is more complex to maintain 
and is best suited to stores or dispensaries where the staff responsible for the 
storeroom are knowledgeable about the therapeutic class of each product.

Classification systems for larger stores. In large stores, where the range and quantity of 
stock being held are greater, different systems are needed. In these settings, the following 
systems are most common.

■■ Health system level. In this system, items for different levels of the health 
care system are kept together. This works well in central or regional stores 
when, for example, essential medicines kits (compilations of common medi-
cines in kit form) for primary health care are in use.

■■ Frequency of use. Fast-moving products are placed in the front of the 
working area in this system, to minimize the amount of movement required 
to pick and pack the items that are ready for dispatch to the customer.

■■ Random location. A specific storage space, such as a pallet or shelf, is 
assigned a unique location code that corresponds to its aisle, shelf, and posi-
tion on the shelf. This system works best with a computerized warehouse 
management system.

Arranging stock by expiry date. Once a classification method is chosen, items with an 
expiry date have to be stored using the FEFO method. Items with a shorter expiry date 
should be stored in front of those with a longer expiry date.

If the products do not have any expiry date, the FIFO method should be used. Items newly 
received should be stored behind the ones already on the shelves.

Controlled access. Some products need storage in an environment with controlled 
access. It is important to identify products that are at risk of theft or abuse, have the poten-
tial for addiction, or have legal or regulatory requirements; be sure to provide increased 
security for those items. 

Controlled products should include those that are in high demand or have the potential 
for resale on the black market. Medicines such as ARVs and ACT may need to be kept in 
secure storage because they are scarce, expensive, and in high demand and short supply. 

Examples of controlled products requiring special attention also include narcotics (such as 
pethidine and morphine), opioids and strong analgesics (such as codeine), and psychotro-
pic medicines (such as diazepam). 

www.msh.org/resource-center/health-systems-in-action.cfm
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Some of these medicines are controlled substances, which are medicines handled under 
international control. These medicines need greater attention. There are specific proce-
dures in place for the procurement, reception, storage, dispensing, and administration of 
controlled substances.

Secure, access-controlled storage. If you have products that need increased security, 
such as ARVs, new antibiotics, or any items with value in the local market, you must 
establish access-controlled storage. 

It is essential to be fully aware of the regulatory requirements for the storage of controlled 
substances in your country. In addition to the security measures detailed below, it may 
be necessary to register the premises, use two-key or double-padlock systems so that two 
staff members must always be present when the medicines are being accessed, and have a 
staff member with specific qualifications (typically a senior pharmacist) be in control of 
access and all stock transactions.

Security measures will probably include storing the products in a separate locked room, 
cabinet, or safe, or a locked wire cage within the storage facility. These areas should be 
set up so that an alarm is activated if the products are accessed improperly. Entry to such 
areas must be limited to the most senior staff. Limit the number of keys made for the con-
trolled location and keep a list of people who have keys.

Donated products. Managing the storage of donated medicines can be complicated by 
donors’ requirements to store and account for them in ways different from those for other 
medicines. Some donor organizations require that medicines from different funding 
rounds be stored and reported separately. Supply management, and effective use of avail-
able storage space, is easier if such a requirement is not imposed. Wherever possible, it is 
best if the donating organization can be persuaded not to require separate storage and to 
accept the storage and inventory reporting systems in common use. When this is not pos-
sible, the donated medicines will have to be stored apart from general stocks, and you will 
have to use separate stock records and reports.

iii. receiving and arrangement of stock
Seven things to do when receiving supplies. Following some basic steps will help you 
and your staff check the completeness and quality of deliveries of medicines and protect 
your facility or organization in case of fraud or theft. 

1. Receive the supplies in person. All supplies should be received by at least one staff 
member at the time of delivery. Sometimes there will be an additional designated person 
to receive specific items, for controlled substances, for example. If this is the case at your 
health facility, both you and the designated person must be available to receive and check 
the supplies. 

Check the delivery documentation against the original order. Make sure the number of 
boxes delivered matches what the medical store informs you was sent. This is often written 
on the delivery document.
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2. Check the outside of the boxes for any signs of damage or opening that could 
indicate theft. Check for opened boxes. The bottom of a box may have been opened and 
carefully resealed after removing items. For example, someone may empty the contents 
from a tin and place the empty tin back into the carton.

Simply checking the number and quality of boxes can act as a deterrent to someone con-
sidering stealing supplies from your order.

3. Keep a record of deliveries. Delivery trucks often carry orders for several health care 
facilities on a delivery route. Supplies intended for your store or health facility may be 
delivered to another health facility by mistake. Keeping records of deliveries helps you to 
find and correct problems that may occur.

Record the delivery information each time you receive supplies and have the driver/per-
son delivering countersign the document. Use a pen for this record so it cannot be easily 
changed.

At a minimum, the following information should be recorded at the time of delivery:

■■ date of delivery
■■ requisition/order number or, if that is not used, any information that would 

identify the order you placed
■■ issue voucher or delivery note number
■■ delivery person’s name and signature
■■ delivery vehicle registration or license number
■■ number of boxes delivered
■■ signature of staff member(s) who received the supplies

Give a copy of the signed document to the driver for the supplier’s records when the driver 
returns to the medical store. Keep delivery information in a secure and easily retrievable file.

If your health facility does not have a delivery form, you can make a form that includes all 
the essential information. 

4. Check the supplies received against the items ordered and items identified 
as delivered on the delivery note. Remove the supplies from the boxes and read the 
original order and delivery forms. Review the items delivered against the quantities you 
ordered and received. Check that what you ordered is the same as what you received. 
Where the supplier has informed you that not everything you ordered was available, check 
that what you received is what the supplier says was sent.

If items are missing, order them again. If fewer supplies were received than were ordered, 
keep and use them, but plan on reordering these items soon. Notify your supervisor or 
local supply coordinator.

If you receive items that were not ordered or that are not listed on the requisition form, 
follow your policy for returning them. You may be able to keep and use some of the extra 
items, but be careful to check their expiry dates before accepting them. Check with your 
supervisor or local supply coordinator. If keeping the extra items means that your store 
will be overstocked or that items with shorter expiry dates will expire before you use them, 
return the extra items to the supplier.

www.msh.org/resource-center/health-systems-in-action.cfm
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5. Check the expiry dates of all items. Never accept expired items. Expired items may 
harm a patient or have no therapeutic effect. Check the expiry date against your receiving 
policy—which could be six months remaining until expiry, at a minimum. Follow your 
policy to return or dispose of them, and notify your supervisor or local coordinator. 

6. Check the basic quality of all items in the delivery. Check for visual signs of dam-
age or deterioration. Do not accept medicines that are poor quality or appear to have been 
tampered with. 

Check and store all refrigerated items first. If refrigerated items, such as vaccines, are not 
packed in cold packs, they may have spoiled. Do not accept them. Look for temperature 
indicators—usually cards with a colored spot, which are increasingly being used to make 
certain that cold-chain temperatures are maintained throughout transit.

The section “Maintaining the Quality of Products in Storage” provides more 
detailed information about maintaining product quality. 

Put any damaged or poor-quality items in a box to return to the supplier or medical store. 
Dispose of or return expired and poor-quality supplies as soon as possible, following the 
appropriate policy on removing poor-quality items from your store.

7. Document all discrepancies. Documenting discrepancies protects you. If any medi-
cines or health products are missing or were overissued, expired, damaged or of poor 
quality, tell your supervisor and record the problem in writing. 

■■ If you notice the discrepancy at the time of delivery, ask the driver or deliv-
ery person about it and note it on the delivery form.

■■ If you find the discrepancy after the delivery, contact the supplier and follow 
your policy on reporting a discrepancy.

A discrepancy report form provides an easy way to record discrepancies. Record all miss-
ing or overissued supplies and expired, damaged, and poor-quality items. Sign the record 
and keep it on file.

If you do not have a form, write a letter about the discrepancy, including all the informa-
tion described in this section. Agree with your supervisor about who should receive the 
letter. Usually you should send a copy to the appropriate authority and the supplier or 
medical store, and keep one on file. Health facilities and lower-level medical stores usually 
receive medicines and health products from a central or regional medical store or from 
other sources, such as donors. Module 1 of Managing TB Medicines at the Primary Level 
contains guidance on receiving TB medicines, much of which is generally applicable to all 
medicines. 

In some settings, supplies are delivered to the health facility, while in others supplies are 
collected from the medical store. Either way, when supplies are received, the responsible 
person who receives them should:

■■ make sure there is sufficient storage space;
■■ prepare and clean the areas used for receiving and storing the products.

http://www.msh.org/projects/rpmplus/documents/upload/TB-Primary-Level-Guide-April-2008_final-English.pdf
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It is important that what is delivered is the same as what was ordered. The person receiv-
ing stock must have a copy of the order and should check against both the order and  
delivery paperwork to make sure that no supplies have been lost, stolen, or damaged and 
that the delivered items are of the expected quality and not expired or near their expiry date.

If the products are not the same as you ordered, either in specification or quantity:

■■ If there is time, check with the relevant authority—pharmacy, laboratory, or 
other clinical section—to see if you can accept them or not.

■■ If there is not time to obtain clarification on acceptance while the truck is 
there, accept the goods provisionally or conditionally, marking the delivery 
note to that effect. Quarantine the supplies until clarification is obtained, 
and then either accept them into stock or arrange to return them.

If products appear damaged or expired:

■■ Separate the damaged or expired stock from the usable stock.
■■ If damage or expiry is discovered while the delivery truck is still at your site, 

refuse to accept the products and note the problem(s) on the delivery note.
■■ If damage or expiry is discovered after the delivery truck has departed, fol-

low your facility’s procedures for handling damaged or expired stock.

If products do not appear damaged or expired:

■■ Count the number of units of each product received and compare your 
count to the issue voucher.

■■ Record the date and the quantity received on the stock card and bin card, if 
applicable. (A bin card is a stock card kept on the shelf with the product that 
records the amount in that location only.)

■■ Make sure the expiry date is visibly marked on every package or unit.
■■ Arrange products in the storage area to facilitate the FEFO procedure.

Discrepancies in orders are common. They may include missing items or smaller quanti-
ties than ordered. They may also include items that are or are nearly expired, damaged, or 
of poor quality. Discrepancies are very costly and should not be ignored. For a quick refer-
ence on receiving supplies, see the Receiving Supplies Checklist in Appendix C.

iv. stock rotation and expiry monitoring
When you issue products that have an expiry date, follow the FEFO guidelines to mini-
mize wastage from product expiry:

■■ Always issue products that will expire first, double-checking to make sure that 
they are not too close to or past their expiration date. The shelf life remain-
ing must be sufficient for the product to be used before the expiry date. Take 
special care with TB treatment kits: these contain medicines for a six-month 
treatment period, and so must have a minimum of a six-month expiry time 
remaining when they are issued to health facilities or dispensing centers.
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■■ ARVs and other products that have come from the United States may have 
the date in the month-day-year format instead of the customary interna-
tional standard of day, month, and year.

■■ To facilitate FEFO, place products that will expire first in front of products 
with a later expiry date.

■■ Write expiry dates on stock cards, so stocks can be sent to facilities at least 
six months before they expire.

v. products that require special storage conditions
The storage of flammables, corrosives, and products that require temperature-controlled 
conditions is discussed in this section.

Flammables. Some flammable liquids commonly used by the health care facilities include 
acetone, anesthetic ether, alcohols (before dilution), and kerosene. Large quantities of 
flammables can be stored on the premises if necessary, but they should be kept in a sepa-
rate location away from the main storeroom. Large quantities of flammables should never 
be stored in the same areas as medicines.

A small stock of flammables may be kept in a steel cabinet in a well-
ventilated area, away from open flames and electrical appliances in 
the main store. Whether you are storing large or small quantities of 
flammables, always store them in their original containers. The shelves 
of the cabinet should be designed to contain and isolate spillage. Mark 
the cabinets to indicate that they contain highly flammable liquids, 
and display an international hazard symbol like this one.

It is very important to store flammable materials in the coolest location possible and 
never in direct sunlight. It is also important to control the evaporation rate and avoid the 
buildup of pressure. This can be done, initially, through good design: providing tempera-
ture control and good open (nonmechanical) ventilation. The design for a small store of 
flammables may be as simple as locating it in a shaded area with double-layer roofing and 
open-block-style walls (in other words, if the structure is made of small bricks, every other 
brick in the wall is missing) or ventilation or “air” bricks that have holes in them. During 
hot weather, it may be necessary to spray water over the structure and to place especially 
volatile items, such as ether, in dishes of water.

The flammables store should be at least 20 meters away from other buildings. Fire-fighting 
equipment should be readily available.

Corrosives. Corrosive substances commonly found in hospitals or other high-level health 
facilities include acetic acid, concentrated ammonia solutions, silver nitrate, and sodium 
nitrate. 

Never store corrosive substances close to flammables. Ideally, corrosive materials should 
be stored in a separate steel cabinet to prevent leakage. Use appropriate industrial pro-
tective gloves and eyeglasses when handling these items. Protect workers by making the 
necessary safety equipment available for the quantities of corrosive stored, which for large 
quantities may include eyewash and flood showers.
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Temperature-controlled products. Cold-chain defects are a frequent cause of problems 
in immunization programs. The potency of vaccines, blood products, test kits, and many 
other items depends on cold storage. Vaccines, in particular, must be kept at precisely con-
trolled temperatures from the point of manufacture to the point of administration.

National and regional vaccine stores should be equipped with standby generators; ideally, 
district vaccine stores should have them as well. Having backups ensures that vaccines and 
other products are protected in the event of a power failure.

A collaboration between WHO and PATH, known as Optimize: Immunization Systems 
and Technologies for Tomorrow, has published comprehensive materials on assessing, 
designing, and implementing a cold chain. Please refer to this material for detailed techni-
cal advice. Box 2 lists some relevant publications.

vi. conducting a physical inventory
A physical inventory is the process of counting by hand the number of each type of prod-
uct in your store at any given time. A physical inventory allows you to check that the stock 
on hand matches stockkeeping records. When you conduct a physical inventory, count 
each product individually by generic name, dosage form, and strength.

There are two common kinds of physical inventory: a complete physical inventory and a 
cyclic or perpetual physical inventory.

Complete physical inventory. In a complete inventory, all products are counted at the 
same time. A complete inventory should be done at least once a year in all stores, but 
more frequent inventories (quarterly or monthly) are recommended. A complete physical 
inventory is easier to conduct regularly at facilities that manage small quantities of prod-
ucts. If you manage a large warehouse, you may need to close the storage facility for a day 
or longer.

Cyclic or perpetual physical inventory. In a cyclic or perpetual inventory, selected 
products are counted and checked against the stockkeeping records on a rotating or regu-
lar basis throughout the year. Cyclic or perpetual physical inventories are usually appro-
priate at facilities that manage large quantities of products. If a cyclic physical inventory 
is used, count each product at least once during the year. Count fast-moving and sensitive 
products more frequently.

BOX 2.  Publications about the Cold Chain

■■ PATH and WHO. “2009–2012 Optimize Strategy.”

■■ PATH and WHO. “Landscape Analysis: Analysis of EVSM.” [effective vaccine stores 
management] February 2008.

■■ PATH and WHO. “Landscape Analysis: Analysis of VMAT.” [vaccine management 
assessment tool] October 2008.

■■ PATH and WHO. “Landscape Analysis: Cool Chain Technologies.” June 2008.

■■ PATH and WHO. “Optimizing Vaccine Supply Chains.” 2009.

www.msh.org/resource-center/health-systems-in-action.cfm
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Organizing a cyclic physical inventory. There are a number of ways to organize a cyclic 
physical inventory. The most common are by:

■■ Dosage form: Count tablets in January, capsules in February, liquids in 
March, etc.

■■ Location in the storeroom: Count shelves 1–4 in January, 5–8 in February, 
etc.

■■ Time availability: Count a few items each day whenever staff have time. In 
large stores, a full-time staff is needed for conducting cyclic physical inven-
tory checks.

■■ Stock on hand: Periodically count each item for which stock on hand is at 
or below the minimum inventory level.

vii. maintaining the quality of products in storage
This section covers five topics: indicators of quality problems, preventing damage in 
general, protecting against fire, preventing pests, and preventing theft. The specific check-
lists for each topic are in Appendix D in this chapter and will help you train your staff and 
manage these potential problems.

Products of different types show damage in different ways. Some indicators you can use to 
detect damage appear in Table 1.

Damaged products should never be issued to facilities or dispensed to patients. If you are 
not sure if a product is damaged, check with someone who knows. Do not issue or dis-
pense products that you suspect are damaged. 

When your supervisor or local coordinator or an inspector visits your facility, report any 
problems to him or her. The following list describes areas where you, as manager of a 
health program or health services, can prevent damage or loss.

Physical damage. Avoid crushing products stored in bulk. As a general rule, do not stack 
them higher than 2.5 meters (8 feet). Heavy or fragile items (such as those packaged in 
glass) should be placed in small stacks. Bind sharp edges or corners in the store with tape. 
Most important, arrange products so that nothing in the store can fall and injure members 
of the staff.

Cleaning. Sweep and mop or scrub the floors of the storeroom regularly. Wipe down the 
shelves and products to remove dust and dirt. Dispose of garbage and other waste often 
and in a manner that avoids attracting pests. Store garbage in covered bins.

Heat and humidity. Try to maintain the store at a constant temperature. Use a wall ther-
mometer to monitor and record the temperature at least daily.

Simple ventilation systems such as extract fans can reduce both the temperature and 
humidity.

In cold countries, protect the store from frost damage using insulation. If necessary, a 
low-powered covered light bulb (“hot box”) heater or oil immersion heater can be used 
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TABLE 1.  Indicators of Damage to Pharmaceutical Products

Type of Product Signs of Damage

All products ■■ broken or ripped packaging (vials, bottles, boxes, etc.)

■■ missing, incomplete, or unreadable label(s)

■■ blackening of the packing, which may indicate fungal 
growth in the packing material from extreme humidity, 
water damage, leakage of liquids, or low-quality glue 
used in the packing material

Liquids ■■ discoloration

■■ cloudiness

■■ sediment

■■ broken seal on bottle

■■ cracks in ampoule, bottle, or vial

■■ dampness or moisture in the packaging

Light-sensitive products 
(such as X-ray film)

■■ torn or ripped packaging

Latex products ■■ dryness

■■ brittleness

■■ cracks

Lubricated latex products ■■ sticky packaging

■■ discolored product or lubricant

■■ stained packaging

■■ leakage of the lubricant (moist or damp packaging)

Tablets ■■ discoloration

■■ crumbled pills

■■ missing pills (from blister pack)

■■ stickiness (especially coated tablets)

■■ unusual smell

Injectables ■■ liquid that does not return to suspension after being 
shaken

■■ foreign particles

Sterile products  
(incuding IUDs)

■■ torn or ripped packaging

■■ missing parts

■■ broken or bent parts

■■ moisture inside the packaging

■■ stained packaging

Capsules ■■ discoloration

■■ stickiness

■■ crushed capsules

Tubes ■■ sticky tube(s)

■■ leaking contents

■■ perforations or holes in the tube

Foil packs ■■ perforated packaging

Chemical reagents ■■ discoloration

www.msh.org/resource-center/health-systems-in-action.cfm
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to provide protection from freezing during the colder months. In countries with severely 
cold winters, vaccines must also be protected against freezing and frost damage.

Make certain that boxes are at least 10 cms above floors and at least 30 cms away from 
walls and ceilings to enable adequate air circulation.

Water damage. In flood-prone areas, stack boxes well off the ground, at least 1 m. Keep 
roof gutters and external drainage such as monsoon ditches clear and inspect them regu-
larly. If the roof might be subject to storm damage, consider covering the tops of all shelv-
ing with waterproof plastic sheets.

Protecting against fire. Use the following guidelines to prevent damage to products 
from fire.

■■ Remove waste and packing materials from the store. If you wish to sell or 
recycle the packing materials, store them away from the medicines until they 
are collected.

■■ Make standard fire extinguishers available in every storage facility according 
to national regulations.

■■ Visually inspect fire extinguishers every two to three months to check that 
their pressures have been maintained and the extinguishers are ready for 
use. 

■■ Service fire extinguishers at least once a year.
■■ Place smoke detectors throughout the storage facility and check them every 

two to three months to make sure that they are working properly.
■■ Strictly prohibit smoking in the store.
■■ Conduct fire drills for personnel every six months.
■■ Clearly mark emergency exits and check regularly to be sure they are not 

blocked or inaccessible.
■■ Display fire precaution signs in appropriate places in the storage facility 

(especially in locations where flammables are stored).
■■ Use sand to extinguish fires where there are no fire extinguishers. Place 

buckets of sand near the door.

Be sure medical store staff are trained to use fire extinguishers correctly. Appendix D in 
this chapter provides more information about the types and uses of fire extinguishers.

Preventing pests. The section on cleaning above provides guidance on basic ways to 
prevent infestations by pests. Appendix D provides detailed checklists for preventing pest 
infestation inside and outside the storage facility. Click here for additional information on 
this topic 

Protecting against theft. Typically, between 10 and 20 percent of the medicines you 
stock will account for more than 70 percent of the total cost of all medicines used. These 
are the medicines that should be monitored most frequently.

http://delivertest.jsi.com/dlvr_content/resources/allpubs/guidelines/PestManaWareCont.pdf
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To carry out additional monitoring of products likely to be stolen or misused:

■■ Check inventory records for stock on hand. Then conduct a physical inven-
tory and compare the results.

■■ Check the inventory records to determine the consumption during a speci-
fied period. Then check medical charts or prescription ledgers, and count 
the number of treatment courses during the same period. Convert treatment 
courses into dose units, and compare this figure with the stock issued from 
the storage area.

If you find a significant discrepancy, report it to your supervisor and investigate further. 

Signs of corrupt activity can include:

■■ overcharging of patients
■■ substitution of medicines or other essential supplies
■■ bribery or acceptance of unauthorized payments from patients or staff
■■ abuse of authority
■■ travel-related fraud, including falsely claiming per diems

Reporting suspicions of theft or other corrupt actions is most safe and effective when 
there is an explicit whistle-blower policy that encourages such reporting and provides a 
reporting mechanism that protects the person reporting the suspicion. In the absence of 
such a policy and mechanism, reports should be made only to someone in authority in 
whom you have complete confidence. Your report should contain the following informa-
tion:

■■ what alleged wrongdoing you are reporting
■■ where and when (dates and times if available) the incident took place
■■ who the perpetrator(s) is
■■ how the individual or firm committed the alleged wrongdoing

Box 3 contains links to useful guidelines and information on the issue of corruption. 

BOX 3. L inks to Information about Corruption

■■ From the World Bank, a list of anticorruption links;

■■ From WHO, “Good Governance for Medicines”;

■■ From WHO, “Curbing Corruption in Medicines Regulation and Supply”;

■■ From WHO, “Good Governance for Medicines Program Progress”;

■■ Checklists for preventing theft during transport, in storage, and at health facilities are 
provided in Appendix D.

www.msh.org/resource-center/health-systems-in-action.cfm
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viii. waste management
It is important to dispose of pharmaceuticals properly because there can be serious nega-
tive consequences from improper disposal. Improper disposal can result in:

■■ environmental impacts, which may include contaminated water supplies, 
damage to flora (plants) and fauna (wildlife), and increases in antimicrobial 
resistance to medicines that have been inappropriately released into the 
environment;

■■ the diversion and resale of expired or inactive medicines;
■■ air pollution from improperly incinerated products.

Always follow your facility’s procedures for handling damaged or expired medicines. In 
most cases, this will mean that you should send the products back to the warehouse that 
provides you with your supplies. Safe disposal of modern medicines is a specialized task 
that can often only be undertaken economically in bulk disposal facilities. Bearing this in 
mind, you might have to refer any need for medicine disposal to your regional or national 
health authority.

Storage facility grounds, including the area around health centers, must remain free of 
health care waste and other garbage. Maintaining a clean environment where pharmaceu-
ticals and other health supplies are stored will reduce the number of pests, such as insects 
and rodents, and reduce the number of people, including children, who may be injured by 
used medical equipment or discarded medicines.

Check with local officials about laws that pertain to health care waste management and 
environmental protection before instituting a disposal technique. 

Plan storage, transportation, and disposal techniques that are practical and simple. Moni-
tor disposal practices on a regular, frequent basis.

Appendix E in this chapter provides guidelines for managing different kinds of waste. 
More detailed information can be found on the WHO website.

Inventory management and stock control

A well-functioning supply management system is essential for the effectiveness of the 
health system as a whole and, therefore, to the well-being of patients.

inventory management
Benefits of a successful inventory control system at the facility level. Maintaining a 
sufficient stock of items at a health facility has many benefits. Patients receive medicines 
promptly, and stock-outs can be prevented even when deliveries to the store are delayed. 
Supplies can be replenished at scheduled intervals, saving on administrative costs and 
transport time. Patients have confidence in the facility and seek help when they are ill. In 
addition, an effective inventory control system keeps track of and guarantees accountabil-
ity for supplies.

www.who.int/topics/medical_waste/en/
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Stock cards are the inventory management tool used to monitor stock level and consump-
tion of medicines and health supplies. By monitoring the rate of consumption, the staff 
responsible for managing stocks can forecast future requirements with accuracy.

Problems arising from poor stock control. When inventory control fails, problems 
occur. A patient’s condition may worsen because of a delay in treatment, or antimicrobial 
resistance may develop because a course of treatment was not completed. A patient may 
even die if a lifesaving medicine is out of stock. If medicines are not available in rural facil-
ities, patients may have to make long and expensive journeys to obtain treatment. If the 
availability of medicines at the secondary level is better than at the primary level, the com-
munity will lose confidence in primary health care and seek hospital treatment instead. 

Frequent stock-outs may establish or reinforce poor prescribing habits. For example, when 
a medicine is out of stock, a less suitable alternative may be prescribed. Emergency orders, 
which are expensive for the purchaser and inconvenient for the supplier, may be required.

Cost of maintaining stock. Stocking a new health facility can account for a significant 
amount of the facility’s total annual budget. If stock is managed well, however, future 
expenses will be consistent with use. An efficient inventory control system saves money. 
Poor inventory control leads to wastage or increased costs for holding stock. For example:

■■ Overstocking of certain items may tie up a substantial portion of the phar-
maceutical budget, leaving insufficient funds for other important, perhaps 
lifesaving, medicines.

■■ Overstocked medicines often expire.
■■ Poor storage conditions may result in spoiled stock (for example, dress-

ings may be soaked by a leak in the roof, or injectable medicines may lose 
potency if the storeroom is too hot).

■■ Poor stock records and poor security make theft easier.
■■ A change in prescribing policy or practice may make a medicine obsolete. 

Without good inventory control, such changes may result in excessive wastage.

The role of leaders and managers in improving inventory management. Whether 
you are a supply officer, facility manager or clinic director, district manager or local supply 
coordinator, or provincial or national manager of medicines, you play a critical role in 
helping staff and stakeholders understand the costs and benefits of good management of 
medicines and health products. You apply good leadership and management practices in 
your work, for example, by inspiring staff and organizing them to implement improve-
ments to inventory management systems.

Staff sometimes resist the implementation of inventory control systems. The reasons 
should not be ignored but rather brought out into the open for discussion. Common reasons 
for resistance are a perceived lack of time for record-keeping or the feeling that “this is not 
my job.” Lack of appropriate training may also play a major role in resistance to new systems.

An advocate on staff can demonstrate that the time used for inventory management activi-
ties is time well spent. Patients also need to understand that the time health workers spend to 
maintain records helps ensure that their medicines will be available during their next visit.

www.msh.org/resource-center/health-systems-in-action.cfm
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Using stock records for ordering stock. Successful supply management means that the 
required items are available for the patients who need them. Supplies are more likely to be 
available if you order them regularly and in the correct quantities. In general, the amount 
of supplies to be ordered should be based on the amount that is used or their past con-
sumption. Well-maintained stock records contain all the data required for deciding what 
to order, when to order, and the quantities to order.

For a quick reference on supply ordering, see the Ordering Supplies Checklist in Appen-
dix F.

stock control
Standard list of stock items. Each medical store should maintain a standard list of stock 
items that includes all the products it handles, with their specifications, including form, 
strength, and quantity per package. The list should be regularly updated and distributed to 
substores and units. 

Do not order products that are not on the standard list unless you have specific permis-
sion. You should not accept deliveries of products not on the list unless special circum-
stances have been identified.

Stock records should be maintained for all products on the list.

Stock records. It is important to keep good records of all the medicines and related sup-
plies you have in stock. This helps you understand the flow of supplies into and out of 
your health care facility. It will also help you know:

■■ what items are available in stock
■■ how much is available of each item in stock
■■ how much stock is used on a regular basis

In addition, keeping records serves as the basis for the information needed when ordering 
new stocks of medicines and other supplies.

Keeping records saves you time and protects all the supply staff. If there are accusations 
of theft or misuse of supplies, you will be able to refer to your records and provide a clear 
audit trail and evidence. Your records will document the movement of supplies. They can 
show that you are not responsible for the problem. 

There are different ways of keeping records. The procedures recommended in this sec-
tion are based on the use of a typical stock card format. Your store, health care facility, or 
organization may have its own stock card format. Stock cards can be made or modified to 
fit most types of record-keeping systems.

For a quick reference on record-keeping procedures, see the Stock Card Checklist 
in Appendix F. Modules 2 and 4 of Managing TB Medicines at the Primary Level 
also contains useful guidance on keeping records and calculating orders for TB 
medicines, much of which is generally applicable to all medicines. 

http://www.msh.org/projects/rpmplus/documents/upload/TB-Primary-Level-Guide-April-2008_final-English.pdf
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the stock card and stock card system
Stock cards are essential to manage supplies correctly. You will refer to the information 
recorded on the cards as you manage medicines and related supplies. A good reference 
for explaining the value of stock cards and training staff in their use is Andy Gray’s “Using 
Stock Cards to Improve Drug Management.”

There should be a stock card for each item in your store. In small stores, keep the stock 
card with the item on the shelf. Use the stock card to track the movement of the item. 
Record when and how the item is used. This includes all movements, such as when a new 
shipment of an item arrives at the store, when an item is moved out of the storeroom to 
the dispensary, or when an item is dispensed directly to a patient. 

If your store receives supplies from donors, there may be special requirements. Follow the 
instructions you have received from your supervisor or local coordinator. 

A typical stock card, such as the one illustrated in Figure 3, would record the following 
information at the top: 

■■ item: generic name of product, including its form and strength; 
■■ code number: number that identifies the item, if there is one;
■■ unit and size: type of container (tin, bottle, tube, blister package, etc.) and 

the amount of item in the container;
■■ price or per unit cost: if this information is collected at your store.

There may be an item in your store that has different forms, strengths or unit sizes. Ex-
amples of differences include: 

■■ forms: medicine can be in tablet, liquid, or ointment form;
■■ strengths: for example, amoxicillin can be in 250 mg tablets or 500 mg 

tablets;
■■ unit sizes: a tin of tablets can contain 50, 100, 500, or more tablets.

If you have an item in your store with more than one form, strength, or unit size, use a 
separate stock card for each one. Treat each different form, strength, or unit size as a sepa-
rate stock item.

A typical stock card also has columns for recording information about the movement of 
the item:

■■ date: when the item is received into the store or issued out of the store;
■■ received from: name of supplier or medical store;
■■ quantity received: number of units received at the store;
■■ issued to: name of health facility and/or dispensing area where the item will 

be used or dispensed to patients;
■■ quantity issued: number of units issued from the store;
■■ stock balance: number of units remaining in the store;
■■ remarks: important information about the movement of the item, such as 

batch numbers and expiry dates;
■■ signature: person who records the movement of the item. 

www.msh.org/resource-center/health-systems-in-action.cfm
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How to record information on stock cards. When you record information on a stock 
card:

■■ Use a pen to record the item, code number, unit, and size and all informa-
tion about the movement of the item. This information does not change. 

■■ Use a pencil for the price. This information may change.
■■ Use a pen to make all stock entries and record issues and balance informa-

tion.
■■ If you make a mistake on an entry, do not use correcting fluid. Cross out the 

incorrect entry, and make a correct entry on the line below. Enter the reason 
for the correction in the Remarks column.

■■ Use a different color, such as red, only for recording physical stock counts or 
making any other adjustments, for example, if you find an arithmetical error 
in the balance. Write the correction in red ink with an explanation in the 
Remarks column.

FIGURE 3. T ypical Stock Card

COMMUNITY HEALTH NGO PROVIDED SERVICES — Medicines Stock Control Card

Item Name:  Depo Provera

Strength:  150mg/ml Dosage Form:  Vial

Unit:  100 vials Price/Unit:  $1.09

Date
Received 
From

Quantity 
Received Issued To

Quantity 
Issued

Stock 
Balance Remarks Signature

1/6/08 B/F    125 Balance 
brought 
forward 

 

4/6/08   Family 
Planning 
Center I

30 95   

5/6/08   Family 
Planning 
Center II

20 75  

9/6/08   Health 
Post

8 67   

14/6/08   Health 
Center

61 6   

18/6/08 UNFPA 200  161 100 vials 
broken 
when 
box 
dropped
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The information that you write in the Stock Balance column helps you determine when it 
is time to order more and how much to order. In the Remarks column, record information 
about the stock, such as the following: 

■■ In the first line of a new stock card, write “balance brought forward” if this is 
a replacement stock card or “new stock” if this is the first time you are keep-
ing this item in your store.

■■ For new or reordered stock, record the order requisition number, expiry 
date, and price, if necessary. 

■■ For expired, poor-quality, or overstocked items, record information about 
the removal of the items. 

■■ Record any other information that is important to the management of medi-
cines and health products at your facility, such as the consignment arrived 
with a number of broken bottles, the color of the packaging has changed, 
storage instructions have been revised, etc.

Make an entry every time you receive or issue an item. Record only one movement (that 
is, one receipt or one issue) per line. It is very important that you write the record at the 
time of movement. See Figure 3 for an example of a stock card.

How to manage stock cards. One of the key aspects of good stock management is 
keeping accurate records. It means that at any time the physical stock of a product should 
match the quantity recorded on the stock card. 

This can be easily achieved only if the stock card is updated at the time the transaction 
occurs, that is, when items are received or issued. Quantities received or issued should not 
be entered on a separate ledger or a piece of paper and the stock card updated at a later date.

In small stores, it is helpful to keep the stock card with the products to facilitate and speed 
the maintenance of the record.

Entering data on the stock card. Any time information is entered, the date of the 
transaction is entered first and whoever enters the transaction on the card must initial the 
entry. Guidance on entering information on stock cards is provided in “How to Record 
Information on Stock Cards.”

At the health facility, the stock may be divided into two categories: the bulk stock and the 
dispensing stock.

■■ The bulk stock is stored in the main storeroom, if there is one, or on the 
shelves or in the cupboard of the facility.

■■ The dispensing stock is kept in the dispensing area. The dispenser fills 
prescriptions from the dispensing stock only.

Staff should use the bin card kept with a product in bulk stock to record only the issues 
made from the bulk stock to the dispensing stock, not every pharmaceutical dispensed to 
a patient.
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When a container from the dispensing stock is empty, the supply officer replenishes its 
stock with another one from the bulk stock.

How to enter receipts. When the goods that have been ordered arrive, the quantities 
received should be checked against the accompanying delivery documentation. If there 
are any discrepancies, the following should be checked:

■■ Were all the boxes received?
■■ Was anything broken?
■■ Were any goods delivered that were not ordered?

If these issues cannot be resolved, the supplying organization must be contacted.

To accurately reflect the stock balance, all receipts must be recorded following the guide-
lines previously listed in “How to Record Information on Stock Cards.” To keep an accu-
rate balance, other types of receivables (exchanges between districts or facilities, goods 
returned, etc.) should be entered in the same way.

After recording the receipts, the supply officer places the new stock alongside the regular 
stock on the shelves using the FEFO or FIFO method.

Inventory adjustment when a product is expired, broken, or damaged. At regu-
lar intervals (for example, every three months), check the expiration date of the vari-
ous batches, and discard expired, damaged, or obsolete items. The stock card should be 
updated as follows:

■■ date: the date the expired medicines were removed from the shelf;
■■ to/from: the name of the institution to which the item is being returned for 

disposal. Otherwise write the word “destroyed”;
■■ quantity issued: the quantity removed from the shelves. The quantity is 

circled, preferably with a colored pen, to indicate that it was not issued for 
use by a health facility or patient;

■■ stock balance: the stock balance, which equals the previous stock balance 
minus the quantity issued;

■■ remarks: an indication that the item was “expired,” “broken,” or “damaged.” 
Record the expiry date of the batch that has been removed.

stock control and budget management
Budget management is an integral part of supply management in many countries. It is 
essential that managers at the district- and health-facilty levels, as well as NGOs working 
in the system, use budget management to optimize the use of resources, which are becom-
ing more limited from year to year. Please see Chapter 6 of this handbook, which is about 
financial management, for more information on creating and monitoring budgets and the 
efficient use of resources.

Analyzing the costs of products and total expenditures on medicines. The stock 
card can assist the budget management process by providing essential information on 
product consumption. Once the consumption of the most frequently used items is  
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compiled for a particular period (a year, for example), it is easy to multiply the consump-
tion figures (obtained from the stock cards) by the latest cost (which was recorded on the 
stock card after the last receipt) and get a clear idea of the cost of this particular item. Box 
4 shows this simple formula.

All receipts can be costed and totals for the year calculated. This will give you a clear pic-
ture of the total expenditures for the facility. See Box 5.

The next step is to identify what percentage of the overall expenditures is spent on the 
most prescribed or most used products. See Box 6 for an example.

When a computerized system is available, it is quite easy to perform this exercise for all 
items. However, when you do the exercise manually, focus on the most popular items and 
the most expensive ones.

BOX 4. � Formula for Calculating the Total Cost of a Product Used 
during a Specific Period

estimated cost of item “A” for a specific period =  
total consumption for that period × last cost paid per item

BOX 5. � Formula for Calculating a Facility’s Total Expenditures on 
Medicines in a Specific Period

total facility expenditures for a specific period = sum of receipts for that period

BOX 6. � Calculating the Percentage of Overall Expenditures on the 
Most Popular Items

Formula

percentage of total expenditures spent on item “A” for a specific period “x” =  
estimated item A cost for that period/total facility expenditures for that period × 100

Example

The total quantity of paracetamol issued during the last financial year equals 1,000 
units. The price charged during the last delivery was $1.50 per issue unit. The product 
cost for the last financial year therefore equals $1,500, as follows:

1,000 × $1.50 = $1,500

During this period, the total value of the medicines received amounted to $30,000. 
Therefore, this product represents 5 percent of the overall expenditures for this 
particular financial year. Using the above formula, that is: 

(1,500 ÷ 30,000) × 100 = 5%
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Using ABC analysis. As a rule of thumb, when you do this analysis, called Pareto or ABC 
analysis, if you classify the items by descending order according to their value (the most 
expensive on the top), you will find that about:

■■ 15 to 20 percent of the top number of items are responsible for about 70 to 
80 percent of the expenses (Class A);

■■ 10 to 15 percent of the next number of items are responsible for about 10 to 
15 percent of the expenses (Class B);

■■ 60 to 80 percent of the last number of items are responsible for only 5 to 15 
percent of the expenses (Class C).

There are two main reasons for an item to belong to Class A:

■■ It is an inexpensive item (such as paracetamol tablets) but is widely used.
■■ It is an expensive item (such as third-generation cephalosporins) whose use 

should be restricted to some specific conditions, but it is misused or over-
prescribed.

It is, therefore, important to identify the items that belong to Class A. Any changes in 
the consumption or prices of one of these items will have a significant impact on overall 
expenditures.

Using VEN classification. As a manager responsible for the supply of medicines, you 
can use ABC analysis to find out “where the money goes,” but it will not indicate whether 
the money is being spent on the right products. To complement this exercise, therefore, 
you also need to classify each item into one of three categories—vital (V), essential (E), or 
nonessential (N)—as follows:

■■ V = vital items (such as ACT or IV fluids) which are potentially lifesaving 
and have a significant negative impact if they are not available;

■■ E = essential items, which are effective against less severe, but nevertheless 
significant forms of illness (such as antibiotics and medicines for chronic 
conditions);

■■ N = nonessential items, which are used for minor or self-limited illnesses 
or are of questionable efficacy, and high-cost items with a marginal thera-
peutic advantage (such as cough mixtures, vitamins, or antacids).

There are no standard VEN classifications, since priorities change according to the level of 
care that a particular facility is expected to deliver or the geographical location of the facil-
ity. For example, malaria medicines are essential or vital in malaria-infected areas but are 
nonessential in malaria-free zones.

Once the Class A items are identified and tagged according to the VEN classification, you 
would expect to have only V or E items in Class A. Any N items that belong to A should 
be investigated, and you should aim to substantially reduce stock levels and orders of 
those items. Prescribers and patients should be informed about these measures, and you 
should provide ongoing education to staff as part of supervision.
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ordering new stock
This section focuses on estimating needs for medicines and health products, based on 
historical data on consumption, and determining the quantities to order.

How to estimate future needs. There are two methods commonly used to estimate 
product needs for a procurement system: the consumption method, which uses histori-
cal consumption data, and the morbidity method, which is based on the number of cases 
of each major prevalent disease or health condition. The two methods are not exclusive, 
and each has strengths and weaknesses.

Consumption method. This section focuses on the consumption method through the 
use of the data recorded on the stock cards. The consumption method is the simplest, 
and often most accurate, way for you to calculate medicine requirements, because you (or 
the supply officer) has the information on medicines dispensed readily available on stock 
cards.

Nevertheless, it is important to realize that other factors, such as stock-outs, seasonal 
variations, short shelf life, and storage space, can affect the accuracy of consumption data. 
Formulary changes can also affect the accuracy of consumption data, for example, if new 
medicines are added or older ones removed. You will need to consider these factors when 
planning orders.

Morbidity method. The morbidity method takes into consideration the prevalence of 
various diseases in the community and the number and ages of patients to be treated. 
Pharmaceutical requirements are then estimated using standard treatment guidelines. The 
morbidity method can be useful, especially when you are planning new programs or scal-
ing up programs, but it requires data that are generally not readily available to district and 
health facility staff. 

Furthermore, data analysis can be difficult, since a larger data set is required to accurately 
assess disease patterns in a particular country. Its accuracy also depends on prescribers 
following standard treatment guidelines, which is often not the case and is beyond the 
control of supply managers.

Morbidity analysis is useful, however, when no consumption records are available, as a 
check on the accuracy of the consumption data, or when you are assessing whether pre-
scription of medicines is being done in accordance with standard treatment guidelines.

Comparison of the consumption and morbidity methods. Table 2 compares the con-
sumption and morbidity methods of quantifying pharmaceutical needs.

calculating monthly consumption
Monthly consumption is one of the most critical pieces of information for forecasting 
your needs. At the start of each month, and for each stock item, you should calculate the 
quantity used during the previous month. The result is either entered onto the stock card, 
if it provides an appropriate space for that data, or recorded on a separate form or ledger.
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There are two ways to calculate monthly consumption:

■■ Add all quantities of a specific pharmaceutical or contraceptive issued dur-
ing this period.

■■ Add the quantity of medicines received during the month to the balance at 
the beginning of the month, and subtract the month-end stock balance from 
this subtotal.

See Box 7 for the formula for the second method and an example.

There are three kinds of figures in the monthly consumption:

■■ A positive number: If a product was issued during the previous month to 
at least one health facility or patient, the monthly consumption should be 
positive.

■■ Zero: If a product was not issued during the previous month, the monthly 
consumption is zero.

■■ O/S (out of stock): If the medicine was out of stock during the whole 
month, “O/S” should be entered in the corresponding box.

It is not possible for the monthly consumption of a given pharmaceutical to be a nega-
tive number, since this would mean that the pharmaceutical was distributed although the 

TABLE 2. � Comparison of the Consumption and Morbidity Quantification 
Methods

Consumption Morbidity

Uses ■■ First choice for procurement 
forecasts if reliable data are 
available

■■ Most reliable predictor when 
consumption pattern remains 
unchanged

■■ Estimating needs in new and 
scaling-up programs or for 
disaster assistance 

■■ Comparing use with theoretical 
needs

■■ Developing and justifying 
budgets

Essential data ■■ Reliable inventory records

■■ Records of supplier lead time

■■ Projected medicine costs

■■ Data on population and patient 
attendance

■■ Actual or projected incidence of 
health problems

■■ Standard treatments (ideal, 
actual)

■■ Records of supplier lead times

■■ Projected medicine costs

Limitations ■■ Must have accurate 
consumption data

■■ Can perpetuate irrational use

■■ Morbidity data not available for 
all diseases

■■ Accurate attendance data not 
available

■■ Standard treatments may not 
really be used



7.  Managing Medicines and Health Products	 7:34

www.msh.org/resource-center/health-systems-in-action.cfm	 Health Systems in Action

facility was out of stock. If the monthly consumption appears to be a negative number, 
check the calculations for an error, or check the inventory card to verify that the data 
recorded are accurate.

Calculating average monthly consumption. The next step is to determine the average 
monthly consumption. The average monthly consumption is calculated for a particular 
period, which usually does not exceed 12 months. The method to calculate the average 
monthly consumption for a particular period is simple and involves the following param-
eters:

■■ forecasting period: the number of months included in the period, for 
example, 12 months;

■■ total consumption: the sum of the monthly issues obtained from the 
record containing each of the monthly issues, as described in the previous 
section on monthly consumption;

■■ number of months out of stock: the number of months included in that 
period during which the product was out of stock.

The average monthly consumption can be calculated using the formula in Box 8.

In the example in Box 8, the total usage for the fiscal year (606 units) is divided by 10, not 
by 12, because the item was out of stock for two months (January and May) during that 
period. Therefore, the average monthly consumption equals 606 ÷ (12 − 2) = 60.6, which 
can be rounded up to 61 units.

Once the average monthly consumption is known, you can use this information as a 
guideline to anticipate future pharmaceutical needs.

BOX 7.  Calculating Monthly Consumption

Formula

monthly consumption = (beginning of month stock + monthly receipts) −  
month-end stock balance

Example

A stock card for paracetamol 500 mg tablets shows the following:

■■ Beginning of April stock balance = 200 packs of 10

■■ Total receipts during April = 100 packs of 10

■■ Stock balance at the end of April = 50 packs of 10

Therefore, the monthly consumption during the month of April = (200 + 100) − 50 = 250 
(250 packs of 10)

Note: The quantities added for the month must reflect only the quantities issued to your 
own health facility or patients. Quantities “issued” for the following reasons should not 
be included:

■■ expired or damaged

■■ stock adjustment or stock loaned to another facility

If the quantities issued under these circumstances are circled on the stock cards, it is 
easier to identify them.
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Calculating annual consumption. In the example in Box 8, the first month of the con-
sumption table is not the first month of the calendar year but the first month of the fiscal 
year. Because budget monitoring is an essential concern, having the months in this order 
will facilitate the analysis of information for the fiscal year.

At the beginning of each fiscal year, total the monthly consumption of each pharmaceuti-
cal over the past year. Enter the result in the “Usage” column. Next to it in the “Expired” 
box, record the total expired quantities that were removed from stock.

In the example in Box 8, the consumption for the fiscal year is 606 units, that is, the sum 
of all the monthly consumption.

Assessing your stock status. To estimate how long the current stock will adequately 
meet the needs of your facility, district, or area (your stock status), divide the stock on 
hand by the average monthly consumption, as shown in Box 9.

Once you know the average monthly consumption of a product, it is a very useful and 
easy exercise to check the stock status of essential items routinely, especially for Category 
A items (which account for most of the spending on medicines).

BOX 8.  Calculating Average Monthly Consumption

Formula

average monthly consumption = total consumption for a given period ÷ 
(number of months covered by consumption period − number of months out of stock)

Example

Fiscal Year Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Usage Expired
FY 2008/09 80 67 0 45 90 80 O/S 60 50 45 O/S 89 606 10

BOX 9.  Determining Your Stock Status

Formula

stock status (in months) = stock on hand ÷ average monthly consumption

Example

If the average monthly consumption of amoxicillin 250 mg capsules is 40 packs of 50 
capsules per month, and the current stock is 160 packs of 50 capsules, the stock status 
equals 4 (160 ÷ 40 = 4). It means that the quantity in stock should last for another four 
months. This is true, of course, only if there are no major changes in the consumption 
pattern.

If the current stock of amoxicillin 250 mg capsules were 400 packs of 50 capsules, the 
stock status would equal 10 (400 ÷ 40 = 10). The next step is to determine if the product 
is overstocked.
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When items are overstocked, they should be returned to either the depot (or hospital) or 
redistributed to other health facilities. District or regional meetings are excellent oppor-
tunities for you to explore with other supply managers the possibility of redistributing 
overstocked items.

Factors that influence order quantity. When calculating the quantity to order, you need 
to consider many factors. These factors can be divided into two broad categories:

■■ Constant factors: These factors do not vary too much from month to 
month. Their values are reasonably predictable and can be easily calculated 
from historical data.

■■ Variable factors: These vary regularly or cannot be anticipated.

Constant factors include:

■■ Average monthly consumption: the average quantity used per month;
■■ Supplier lead time: the length of time that elapses between the time the 

order is placed and the time the order is received at your store or facility;
■■ Stock balance: the balance in stock at the time of the order;
■■ Procurement period/order frequency: the length of time between two 

orders or how often an order is placed;
■■ Storage capacity: the smaller the facility storage, the less it can store.

Variable factors include:

■■ Health campaigns: If a campaign is launched to promote a particular prod-
uct (such as contraceptives or vaccines), you can expect its consumption to 
increase during the campaign;

■■ Disease outbreaks: If there is an outbreak of a disease, the consumption 
of the products that are needed to treat this outbreak can be expected to 
increase;

■■ Seasonal factors: Some diseases are more frequent during a particular 
period of the year. Therefore, the consumption of the recommended medi-
cines for these diseases increases. Examples include influenza in winter and 
diarrhea during the rainy season;

■■ New prescribers: If a new prescriber is appointed at the facility, you can 
expect some changes in the use of certain products;

■■ Budget allocations: When products are purchased within a limited facility 
budget, health workers have to make choices, and sometimes they decrease 
the use and order quantity of some nonessential items.

Ideally, you should have a clear idea of how all these factors influence the quantity to 
order. However, although some of them can be clearly defined, others are unpredictable.

The easiest option would be to order enough not to have to worry about potential stock-
outs, but financial resources are always limited. Remember that the greater the stock, the 
more funds are invested, and the greater the likelihood that stocks will expire. 
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The art of good inventory management is to keep a balance between the benefits of keep-
ing inventory and the costs associated with it. Box 10 lists some of these benefits and costs.

How to calculate the maximum stock. Besides monitoring stock status, the main 
objective of keeping good stock records is so you can order the right quantity at the right 
time, that is, have enough stock to supply health facilities or to dispense to patients until 
the next order arrives. This section presents two calculations you need to make to manage 
stock reordering:

■■ calculating the maximum stock
■■ calculating the quantity to order

In a typical inventory management graph, such as Figure 4, the stock level goes down 
with time, during which period an order is placed, ideally before the safety stock level is 
reached. When the order arrives, the stock level rises to its maximum. The quantity starts 
to be used again, and the stock level goes down over time, etc.

FIGURE 4.  Ideal Inventory Control Model
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BOX 10.  Benefits and Costs of Keeping Inventory

Benefits Costs

Minimize life-threatening shortages Capital cost

Facilitate bulk purchasing Expiration

Increase transportation efficiency Spoilage

Protect against fluctuations Obsolescence 
Storage 
Pilferage
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The art of inventory management is to replenish the stock before the stock level falls below 
the safety stock level while not going over the maximum stock level.

In this model, orders are placed at regular intervals. When an order is placed, the quantity 
ordered should be just enough to bring the stock balance to the maximum stock level. 
However, because of unexpected changes in consumption patterns that can occur during 
the lead-time period, average monthly consumption could change. When the goods are 
received, therefore, the stock level would not match the maximum stock level. It could be 
lower or higher than the maximum stock level. You can correct the situation when the 
next order is placed.

This section describes the maximum stock approach, which means replenishing the 
stock to an optimal maximum stock level every time an order comes. This is a simple and 
reliable method, suitable for health facility and district stores. There are variations on this 
approach, such as those described in The Logistics Handbook: A Practical Guide for Supply 
Chain Managers in Family Planning and Health Programs (USAID | DELIVER Project, 
2009), available at John Snow, Inc.

The maximum stock level is usually defined as having enough stock to cover both known 
times for processing reorders and any unforeseen delays. In general, this is the lead time 
plus order frequency period, with an additional amount for safety stock. 

In most cases, the safety stock should be enough to last one lead-time period, in order 
to cover for any delays in delivery or unforeseen increases in consumption while you are 
awaiting the delivery. In essence, the formula doubles the lead-time period to allow for 
exceptional delays and unforeseen increases in usage.

Using maximum stock factors. To simplify calculation, you can use a predefined maxi-
mum stock factor. The system used by the Department of Health of the Eastern Cape 
Province in South Africa is shown as an example in Table 3. The maximum stock factor 
varies with the frequency of orders and the lead time.

In this example, with a lead time of four weeks (one month) and an order frequency of 
one month, the maximum stock factor in the table is 3, which is:

the lead time (1) + order frequency period (1) +  
safety stock sufficient to cover the lead time (1)

TABLE 3.  Maximum Stock Factor

Order Frequency

Lead Time (Weeks)

1 2 4 6

Weekly 1 1 2 3

Every 2 weeks 1 2 3 4

Monthly 2 2 3 4

Every 6 weeks 2 3 4 5

Every 2 months 3 3 4 5

Every 3 months 4 4 5 6
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With a lead time of four weeks and an order frequency of six weeks (1.5 months), the 
maximum stock factor would be:

lead time (1) + order frequency (1.5) + safety stock (1) = 3.5

In this example, the sum would be rounded up to a maximum stock factor of 4.

Calculating the maximum stock. Once you have identified the maximum stock factor, 
the next step is to calculate the maximum stock using the formula in Box 11.

Then compare this maximum stock with the current stock balance of usable stock (with-
out any expired or damaged items) to make a decision about whether to order stock:

■■ If the current stock balance is greater or equal to the maximum stock, there 
is no need to place an order.

■■ If the current stock balance is smaller than the maximum stock then you 
should place an order, unless the product is discontinued or its use is 
influenced by external factors such as the end of the rainy season, end of a 
campaign, or modification of the essential medicines list or standard treat-
ment guidelines.

BOX 11.  Calculating the Maximum Stock

Formula
maximum stock (in issue units) =  

average monthly consumption × maximum stock factor

Three examples

1.	 If supplies are ordered once a month and the lead time is four weeks (one month), 
then the maximum stock factor is three. The average monthly consumption equals 50 
units, and the current stock balance is 80 units. Therefore, the maximum stock is:

50 units (average monthly consumption) × 3 (maximum stock factor) = 150 units

In this example, the current stock balance of 80 is below the recommended 
maximum stock level of 150, so you would need to place an order for this item.

2.	 If supplies are ordered once a week and the lead time from the source is two weeks, 
then the maximum stock factor is one. The average monthly consumption equals 40 
units, and the current stock balance is 58 units. Then the maximum stock is:

40 units (average monthly consumption) × 1 (maximum stock factor) = 40 units

In this case, because the stock balance (58) is greater than the recommended 
maximum stock, you do not need to place an order.

3.	 If supplies are ordered every two weeks and the lead time from the provider is 
four weeks, then the maximum stock factor equals three. The average monthly 
consumption equals 30 units, and the current stock balance is 85 units. Then the 
maximum stock is:

30 units (average monthly consumption) × 3 (maximum stock factor) = 90 units

Since the stock balance is just under the maximum stock, you could order a small 
quantity. A larger quantity can be ordered with the next scheduled order.
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how to calculate the quantity to order
This section describes how to calculate the quantity to order so you can avoid stock-outs 
or overstocks.

Without knowing the exact average monthly consumption, it is impossible to determine 
with accuracy how much to order. This highlights the importance of maintaining up-to-
date and accurate stock records.

One very common mistake is to order the quantity that equals the maximum stock minus 
the current stock. This does not work, because during the lead-time period issues are 
made from the stock. There is always a delay between ordering and receiving goods, which 
must be taken into account in the order quantity.

In effect, when the order is received, the stock balance is less than at the time of the order, 
and the sum of the stock plus the quantity received is not sufficient to reach the maximum 
stock. The solution is to add to the order a quantity equivalent to the amount likely to be 
issued during the lead-time period.

The concept behind calculating the quantity to order is simple: when the order is received, 
the quantity ordered should replenish the stock so that it returns to the maximum level. 
As explained in Box 11, if the maximum stock is greater than the stock balance, there is no 
need to place an order. So you must know the maximum stock before making any deci-
sion.

When you are ready to place an order, you need information about:

■■ the average monthly consumption
■■ the stock balance when the order is placed

Average monthly consumption has already been discussed in detail. The stock balance is 
available from the stock card or from a physical count if necessary. 

In addition, you also need to know two relatively constant parameters:

■■ the lead time
■■ the order frequency

You should know the lead time and order frequency from experience, or you can consult 
the order schedule.

Determining reorder factors. To simplify decision-making, you can develop a reorder 
factor table. See Table 4, in which the lead time is added to the maximum stock factor 
for several combinations of lead time and order frequency. For example, in the maximum 
stock factor table (Table 3), the maximum stock factor for a four-week lead time and a 
monthly order frequency is 3. To determine the reorder factor, you add the lead time (one 
month) to this value, which gives you a reorder factor of 4. 
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Once you have identified the reorder factor, the next step is to calculate the quantity to 
order, using the formula in Box 12.

If the suggested order quantity is very small, you might decide to postpone ordering until 
the next scheduled date. Or, if the demand for a product is related to a particular season 
and the season is over, you would decrease the quantity to order or order nothing.

Combining the maximum stock and reorder factors. Once you have mastered using 
the maximum stock factor and the reorder factor, you can use both factors together to 
calculate the quantity of an item to order.

Appendix F in this chapter contains examples using these tables.

A caveat. These formulas should be used only as guidelines in estimating the precise 
quantities to order. A modification in any component of the procurement cycle (time 
of delivery, expiration date, disease outbreak, etc.) will influence the entire system. Your 
experience and the nature of each medicine or product are essential considerations in 
arriving at a final decision about the quantities to order.

Emergency orders. If there is an epidemic, emergency, or seasonal disease, do not follow 
the procedures for ordering supplies based on past consumption. Plan for the new situa-
tion after seeking the guidance of your supervisor or local supply coordinator.

For an epidemic or emergency, determine your emergency needs based on anticipated 
monthly consumption. Estimate what emergency supplies you will need and place an urgent 
order. Make sure that you know where and how to get these supplies as quickly as possible.

For a seasonal disease, order enough of the appropriate supplies well in advance of when 
you think the disease season will begin. Determine the amount you order based on how 
much you used during the previous season, such as last year or last rainy season or drought.

TABLE 4.  Reorder Factor Table

Order Frequency

Lead Time (Weeks)

1 2 4 6

Weekly 1.25 1.50 3.00 4.50

Every 2 weeks 1.25 2.50 4.00 5.50

Monthly 2.25 2.50 4.00 5.50

Every 6 weeks 2.25 3.50 5.00 6.50

Every 2 months 3.25 3.50 5.00 6.50

Every 3 months 4.25 4.50 6.00 7.50

BOX 12.  Formula for Calculating the Quantity to Order

quantity to order (in issue units) = 
(average monthly consumption × reorder factor) – stock on hand
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In case of poor weather, which can cause delays in supplies reaching the facility, avoid 
delivery delays by planning ahead. If the rainy season is approaching and roads will be 
flooded, the supplies will need to reach the health care facility before the rains begin. 
Order extra supplies, increase buffer stocks, or place an order earlier than planned. Deter-
mine the quantity to be ordered based on the estimated number of months to be covered.

month-end procedures for stock control 
It is a good practice to check your stock regularly, and the end of the month is a good time 
to do so. You might want to do this on a rotating basis, which means checking the tablets 
and ointments, for example, one month and checking the injectables and large-volume 
parenteral preparations the next month, and so on.

Another good practice is to draw a line on your stock card to indicate the end of the 
month using a red or green pen. This allows you to identify the month quickly and make 
consumption calculations for it.

evaluation of inventory management systems
When you evaluate an inventory management system, you are not looking for complicated 
mathematics. Instead, you should be looking to see if:

■■ there are reasonable rules for determining order quantities (such as the sys-
tem described in “Ordering New Stock;”

■■ the rules are widely understood and accepted, and applied consistently;
■■ basic stock records are maintained, are accurate, and are up-to-date;
■■ important parameters are kept up-to-date (minimum and maximum levels 

are reviewed, for example);
■■ senior staff show leadership by taking inventory management seriously.

The problem is that many organizations think that they do these things, but few actually 
do in practice. You can use the Inventory Management Assessment Tool (IMAT) to exam-
ine the effectiveness of inventory monitoring and record-keeping practices in warehouses 

TABLE 5.  Combined Maximum Stock and Reorder Factor Table
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Weekly 1 1.25 1 1.50 2 3 3 4.50

Every 2 weeks 1 1.25 2 2.50 3 4 4 5.50

Monthly 2 2.25 2 2.50 3 4 4 5.50

Every 6 weeks 2 2.25 3 3.50 4 5 5 6.50

Every 2 months 3 3.25 3 3.50 4 5 5 6.50

Every 3 months 4 4.25 4 4.50 5 6 6 7.50

www.msh.org/resource-center/health-systems-in-action.cfm
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and helps users identify suggestions for improvement. This tool provides simple indica-
tors of problems with inventory management; you can easily collect the information and 
rapidly make the calculations you need.

While IMAT does not offer a complete analysis of the reasons for any problems you 
identify with the supply officer or supply management team, it provides useful tips about 
where problems lie and suggests further work to fully understand those problems and 
develop possible solutions.

Distributing stock from the health facility storeroom

Medicines and supplies need to be moved from the facility store to the places where they 
are used, such as treatment areas, wards, or outpatient facilities. The procedures are simi-
lar, whatever the size of the facility. For details, see Chapter 24, “Drugs for Health Facili-
ties,” in Managing Drug Supply, 2nd ed. (MSH and WHO 1997). 

distribution in small health facilities
Small facilities may not have a separate pharmacy, but they should have a storeroom or 
cupboard for medicines and a separate dispensing and treatment area. A working stock 
(often a single container) of common medications should be kept in the treatment area. 
You can store oral medications in a lockable trolley cart, cupboard, or dispensing box. A 
small stock of common injectable medicines should be kept on a covered tray in the treat-
ment room. There is usually a separate area for cleaning and dressing wounds, where an 
appropriate range of items should be kept on trolley carts and in lockable cupboards.

Replenish these working stocks from the storeroom daily. Working-stock containers must 
be kept closed, except when they are actually being used, to avoid deterioration and loss of 
therapeutic value. Details appear in the section of this chapter headed “Good Dispensing 
Practices.”

distribution in hospital pharmacy departments
The movement and control of stock is more complex in larger facilities where medical, 
surgical, and maternity care are provided. Each type of ward should have its own stock list 
to facilitate control and reduce the potential for misuse, and separate storerooms may be 
needed. The hospital pharmacy should be responsible for restocking all medicine stor-
age areas and may also dispense to individual inpatients and outpatients. The volume 
of outpatient prescriptions may justify an outpatient dispensary separate from the main 
pharmacy. An option for hospitals serving patients with chronic conditions is to refer 
established patients to local health facilities for their medications, which reduces the time 
and cost of travel for patients.

The hospital pharmacy may have working stock from which it dispenses medications 
to inpatients and upon their discharge, to outpatients, and to wards, departments, and 
emergency trays. A “want list” should be compiled throughout the day, for daily replenish-
ment from the storeroom. This responsibility will normally rest with a limited number of 
individuals; this work is done on a rotating basis in many hospital wards.
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Prepacking for outpatient dispensing. To save time for both staff and patients in busy 
facilities that dispense a high volume of prescriptions, prepacking commonly dispensed 
oral medications in appropriate quantities for standard treatment courses is useful. This 
packing can be done at quiet times of the day or week. Prepacking is also necessary when 
quantities smaller than the original pack are needed for ward stocks.

In some countries, purchasing commonly used medicines commercially prepacked in 
unit-of-use (course-of-therapy) containers may be cost-effective. This is especially appro-
priate for long-term therapies, such as those for TB, where use of the TB kits provided 
by the Global Drug Facility has been especially beneficial. Prepacked medicines are also 
appropriate for high-volume items such as malaria treatments.

Important considerations when repacking medicines are:

■■ use containers suited for maintaining pharmaceutical quality;
■■ avoid contaminating or mixing different batches of medicines;
■■ label containers appropriately and assign a new “use by” date.

Supplying inpatients. There are three basic techniques for hospital pharmaceutical dis-
tribution to inpatients:

■■ bulk ward stock
■■ individual medicine orders
■■ unit dose distribution

The bulk ward stock system is still used in many countries. The imprest, exchange, or 
topping-up system is a common method for supplying wards with bulk stock. Empty 
containers are returned for refilling, with the empty container being exchanged for a full 
one (the “full-for-empty” method) at weekly or twice-weekly intervals. Each ward should 
have a box that can be locked by both pharmacy and ward staff for transferring supplies 
between the two units. Stricter security procedures should be applied for antibiotics, items 
with a high value in the local market, and narcotics.

In a ward stock system, the pharmacy should provide a schedule indicating on which 
day each ward or department is to be supplied and specifying the category of supplies. 
Pharmacy, stores, and ward staff must decide together about the types and quantities of 
medicines required based on usage data, and pharmacy staff members must monitor ward 
stock storage and record-keeping.

Emergency trays. A selection of medicines and equipment for emergencies should be 
placed in wards and outpatient departments. The contents should be recorded on a list 
and checked regularly. Whenever an item is used, it should be restocked immediately. The 
emergency tray should not be used for routine supplies.

Table 6 indicates the contents of an emergency tray at a rural health center. This example 
is from Zimbabwe and is indicative of what could be used in similar settings.

www.msh.org/resource-center/health-systems-in-action.cfm
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supplying community-based health workers
Community health workers (CHWs) usually have a limited selection of the most com-
monly used items. A topping-up system, whereby stock levels are checked and then 
resupplied to a predefined level, can be used to replenish stocks as long as requirements 
are small and the health center is reliably stocked. A monthly supply interval is usually 
adequate.

home-based care kits
The family is usually the source of long-term care for chronic conditions such as AIDS 
and TB. Home-based care kits can be supplied to CHWs to distribute to caregivers. Kits 
should be designed according to the individual condition, but at a minimum they should 
contain appropriate essential medicines, such as painkillers and antidiarrheals, as well as 
supplies such as gloves, soap, and disinfectant.

Basic care information written in local languages and using diagrams and drawings should 
be included. CHWs should restock the kits regularly from the supplies at dispensaries and 
health centers.

TABLE 6.  Items for an Emergency Tray at a Rural Health Center

Item Quantity

Promethazine 50 mg/2 ml 3

Adrenaline 1:1000 3

Aminophylline 250 mg/10 ml 5

Atropine 0.6 mg/1 ml 10

Chlorpromazine 50 mg/2 ml 6

Dextrose 50% 20 ml 2

Diazepam 10 mg/2 ml 3

½ Darrow’s and dextrose 200 ml 1

Ringer’s lactate 1000 ml 1

IV giving set 2

IV cannula 18G 2

IV cannula 22G 2

Scalp vein set 23G 2

Syringe with needle 10 ml 3

Syringe with needle 2 ml 3

Absorbent cotton 10 rolls

Alcohol 1 bottle

Adhesive tape 2 rolls

Glucostix or Dextrostix 1

Source: MSH and WHO, Managing Drug Supply, p. 374.
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Good dispensing practices

The aim of all pharmaceutical management systems is to deliver the correct medicine to 
the patient. The steps in the pharmaceutical management cycle of selection, procurement, 
and distribution are essential steps in the rational use of medicines.

A critical component of rational use is correct dispensing of medication, including provid-
ing patients with appropriate information about their medication. Correct dispensing is, 
therefore, a vital part of the daily work of primary health care facilities and district hospitals.

Good dispensing practices ensure that an effective form of the correct medicine is deliv-
ered to the right patient, in the prescribed dosage and quantity, with clear instructions, 
and in a package that maintains the medicine’s potency. Dispensing includes all the activi-
ties that occur between the time the prescription is presented and the medicines are issued 
to the patient.

A safe, clean, and organized working environment provides a basis for good practice. 
Dispensing must be performed accurately and should be done in an orderly manner, with 
disciplined use of effective procedures. Appendix G in this chapter provides a detailed 
guide to dispensing principles and procedures.

Rational prescription and use of medicines

The goal of good pharmaceutical management practices is having the correct medicines 
prescribed for and used by the patient. According to WHO, “the rational use of drugs 
requires that patients receive medications appropriate to their clinical needs, in doses that 
meet their own individual requirements, for an adequate period of time, and at the lowest 
cost to them and their community” (WHO 1987).

Many factors influence rational use, and it is essential to formulate an overall policy for 
rational use of medicines and detailed procedures to address each of the component areas. 
However, the following criteria are central to any policy on rational prescribing and use:

■■ correct medicine;
■■ appropriate indication: the reason for prescribing is based on sound medical 

considerations;
■■ appropriate medicine, considering efficacy, safety, suitability for the patient, 

and cost;
■■ appropriate dosage, administration, and duration of treatment;
■■ appropriate patient: no contraindications exist, and the likelihood of adverse 

reactions to the medicine is minimal;
■■ correct dispensing, including appropriate information for the patients about 

the prescribed medicines;
■■ patient adherence to treatment.

More information about rational prescribing and use can be found in Section D of Manag-
ing Drug Supply (MSH and WHO 1997).

www.msh.org/resource-center/health-systems-in-action.cfm
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Dealing with expired, damaged, or obsolete items

Expired goods should not be accepted from the supplier; they must be sent back immedi-
ately. The resources of the health facility should not be used to pay for these items.

Sometimes having expired items becomes unavoidable, however. For example, items may 
be held in reserve for emergencies, they might be vital items that are not used regularly, or 
they were overstocked and were not redistributed to another health facility. Remove any 
expired, damaged, or obsolete items immediately from the storage area and secure them 
in a clearly labeled container or box with a label warning others not to use the contents. 
Indicate that the items are going to be destroyed. This box should be stored in a different 
room, away from any regular stock.

If feasible, this box should be returned to the supplier (pharmaceutical depot or hospital). 
If it is not feasible, the items have to be destroyed at the facility.

Disposal methods are discussed in the next section. Regardless of the method, the 
destruction of pharmaceutical waste should be undertaken by a team under supervision 
and not by an individual. The team must witness the actual destruction of the product, 
that is, its entry into an incinerator or transport to and discharge at a dump site.

The procedure should be documented in a dedicated ledger. The following information 
should be recorded:

■■ date, time, and place of disposal
■■ disposal method
■■ list of the items disposed of and reason(s) for
■■ estimated value of the items disposed of
■■ composition of the team
■■ name and signature of the team leader and one witness

methods of disposal
The following guidelines are derived from a WHO document, “Guidelines for Safe Dis-
posal of Unwanted Pharmaceuticals in and after Emergencies.”

In general, expired pharmaceuticals do not represent a serious threat to public health or 
the environment. Improper disposal may be hazardous if it leads to contamination of 
water supplies or local resources used by nearby communities or wildlife. Expired medi-
cines may fall into the hands of scavengers and children if a landfill is insecure. Most expired 
pharmaceuticals become less efficacious, and a few may develop a different adverse reac-
tion profile. 

Many methods exist to dispose of pharmaceuticals. In this section, we look at the methods 
that should (or should not) be used at the facility level. The methods used depend on the 
nature of the medicines and their pharmaceutical forms. These methods are summarized 
in the table in Appendix E in this chapter.

http://www.who.int/water_sanitation_health/medicalwaste/unwantpharm.pdf


7.  Managing Medicines and Health Products	 7:48

www.msh.org/resource-center/health-systems-in-action.cfm	 Health Systems in Action

Open, uncontrolled, nonengineered dump. A nonengineered dump is probably the 
most common method of land disposal of wastes. Untreated waste disposal into an open, 
uncontrolled, nonengineered dump does not protect the local environment and should not 
be used unless the products are immobilized, for example by being encased in concrete.

If it is not possible to immobilize the waste pharmaceuticals, using a nonengineered dump 
should be the last resort. The untreated waste must be covered rapidly with large quanti-
ties of municipal waste to prevent scavenging. Discarding in open, uncontrolled dumps 
with insufficient isolation from the aquifer or other watercourses can lead to pollution, 
and, in the worst cases, contaminate of drinking water.

Engineered landfill. Such a landfill has some features to protect against loss of chemi-
cals into the aquifer. Direct deposit of pharmaceuticals into an engineered landfill is the 
second-best option.

Waste immobilization by encapsulation. The best option is disposal of encapsulated 
pharmaceuticals into an engineered dump. Encapsulation involves immobilizing the phar-
maceuticals in a solid block within a plastic or steel drum. Drums should be cleaned prior 
to use and should not have contained any hazardous materials previously. They are filled 
to 75 percent capacity with solid and semisolid pharmaceuticals, and the remaining space 
is filled by pouring in cement, a cement-lime mixture, or a bituminous mixture, such as 
road tar. The sealed drums should be placed at the base of the landfill and covered with 
fresh municipal solid waste.

Sewer. Some liquid pharmaceuticals, such as syrups and intravenous fluids, can be 
diluted with water and flushed into sewers in small quantities over a period of time with-
out serious public health or environmental effects. Fast-flowing watercourses may likewise 
be used to flush small quantities of well-diluted liquid pharmaceuticals or antiseptics. If in 
doubt, check with your environmental health authority.

Burning in open containers. You should not destroy pharmaceuticals by burning them at 
low temperatures in open containers, because toxic pollutants may be released into the air. 
Paper and cardboard packaging may be burnt. Polyvinyl chloride (PVC) plastic, however, 
must not be burnt. While burning pharmaceutical waste is not advocated as a method of 
disposal, we recognize that it is sometimes used. We strongly recommend that only a very 
small quantity (less than 5 kg) of waste pharmaceuticals be disposed of in this way.

Incineration. Waste pharmaceuticals can be destroyed in high-temperature incinerators. 
A minimum temperature of 850°C is required. Hospital incinerators may be used for this 
purpose if they meet the necessary temperature requirements.

Disposal by specialists. Increasingly, environmental concerns and stricter regulations 
are leading to the need to use specialized disposal operators—especially when there are 
significant quantities of medicines to be destroyed. These operators typically use recycling 
techniques for packaging materials, and fully oxidant, high-temperature incineration with 
controlled and monitored gaseous discharge, followed by ash encapsulation and land site 
dumping. Costs are naturally high, but it is a component of the management of medicines 
to make adequate cost provisions for the destruction of expired and damaged medicines.

www.msh.org/resource-center/health-systems-in-action.cfm
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Appendix E in this chapter identifies appropriate disposal methods for various 
categories of pharmaceuticals. Detailed information can be found in WHO’s, 
Guidelines for Safe Disposal of Unwanted Pharmaceuticals in and after 
Emergencies (1999). 

Training and performance improvement of supply staff

Effective pharmaceutical management depends on the people who carry out the work, 
as well as those who lead and manage it. Staff members who handle medicines and health 
products in district medical stores and public and NGO health facilities need training so 
that they have a minimum set of skills, competencies, and knowledge in the following 
subjects:

■■ setting up a storeroom and good storage practices
■■ inventory management and use of stock control forms, including requisi-

tions, stock records, and prescriptions
■■ receiving and issuing stock
■■ good dispensing practice
■■ handling expired and damaged stock
■■ cold-chain procedures, including the use and maintenance of refrigerators
■■ security and theft control
■■ pest control

There are no standard training courses that are perfectly suited for all countries and set-
tings, since different countries manage the delivery and distribution of medicines and 
health products in various ways. Some of the procedures described in this chapter may 
differ from the practices in your country. Some of the tasks described may not be relevant 
for some settings. Consult national or local authorities for help in developing a training 
program customized for your situation.

To develop a training program that meets local requirements, carry out a rapid assessment 
of training needs by:

■■ reviewing previous assessment findings and/or conducting a new assessment;
■■ observing staff performing their normal duties;
■■ interviewing staff and others;
■■ reviewing activities in relation to standard operating procedures;
■■ studying routine reports and performance reviews, along with job descrip-

tions.

Then you can design a training program to improve the performance of a particular task 
or set of tasks, taking into account the demands of standard procedures, the educational 
level of the personnel, and the time and resources available for training. For health facil-
ity and district-level training, options would normally range from on-the-job training 
to short courses. Long-term placements in academic institutions might be considered 
for some staff, such as pharmacists, depending on local circumstances and the particular 
needs of the individuals concerned. In general, however, such placements would not be 
warranted for health facility and district staff.

http://www.who.int/water_sanitation_health/medicalwaste/unwantpharm.pdf
http://www.who.int/water_sanitation_health/medicalwaste/unwantpharm.pdf
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In any case, apply the leadership practices of scanning and focusing: weigh your options 
against the immediate operational needs of the drug supply system. Then plan, organize, 
implement, and evaluate the training, making sure the running of health facilities and 
medical stores is not compromised when staff are in training courses. Box 13 summarizes 
some training programs and resources for your consideration.

Performance improvement goes beyond pre-service training to include on-the-job 
training, team problem solving, and supportive supervision. As a manager, you should 
introduce the standard management procedures for medicines to your staff and provide 
opportunities, for example during regular meetings, for continuing education on specific 
topics. Whenever possible, all the facility’s staff should rotate through the pharmacy store 
and dispensary to learn these procedures so that supplies will be managed correctly.

The Physical Conditions Checklist in Appendix A in this chapter provides a starting point 
for training and for taking a team approach to making improvements.

Follow up with health workers who have been trained, using structured supervisory visits 
to make sure that the techniques of good pharmaceutical management are being imple-
mented correctly. These visits are opportunities for health workers to receive support to 
continuously improve supply management.

BOX 13. T raining Programs and Resources

Supply Management Training for Primary Health Care Facilities. The WHO drug supply 
management training program describes all major medicine and supply management 
tasks at first-level health care facilities and is a useful resource for training program  
development.

Training in Pharmaceutical Management. Managing Drug Supply, Chapter 48, discusses 
the design and management of training programs for supply system staff in more detail. 
The Managing Drug Supply training series is available from Management Sciences for 
Health for use in training programs.

Training in Logistics. The Logistics Workbook—A Companion to the Logistics Handbook from 
the USAID | DELIVER Project contains a series of distance-learning exercises that can be 
undertaken at your own pace and used as a method of self-development.

The workbook should be used in conjunction with The Logistics Handbook: A Practical 
Guide for Supply Chain Managers in Family Planning and Health Programs.

One challenge when training lower-level staff is that they may not be sufficiently 
fluent in the official national language to benefit from a course conducted entirely in 
that language. To overcome this problem in Senegal, where many storekeepers at the 
health facility level spoke only their local languages, the DELIVER Project designed a 
series of culturally sensitive visual aids for supply training. Key logistics concepts, such 
as average monthly consumption and months of stock on hand, were depicted using 
calabashes to represent quantities and crescent moons to represent time. The materials 
not only communicated advanced logistics concepts to storekeepers with low French 
literacy but also enhanced supervision because storekeepers’ tasks became clearer.

For more information, see “On Track: Innovative Training Materials Help 
Senegal’s Family Planning Efforts.”

www.msh.org/resource-center/health-systems-in-action.cfm
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Supervising supply management

This section is intended for the person who supervises the staff responsible for managing 
essential medicines and health products. In addition, logistics staff can use this section to 
informally evaluate their logistics system.

A useful source is The Pocket Guide to Managing Contraceptive Supplies. Module 6 of 
Managing TB Medicines at the Primary Level also contains useful guidance on supervision 
and self-monitoring at the primary health care level. While the indicators suggested are 
geared toward managing TB medications, most of them can be easily adapted for general 
management of medicines.

principles of supervision
Good supervision is essential to a well-run supply system. A supervisor’s primary job is 
to guide and support staff so they can perform their tasks well. The supervisor must make 
sure that staff have the knowledge, skills, motivation, and support to carry out their supply 
management activities. This may mean providing on-the-job training and constructive 
feedback if an employee’s skills need improvement. It is just as important for a supervisor 
to notice and comment on things that are being properly managed as it is to help solve 
problems.

A supervisor’s tasks are to: 

■■ praise and reinforce good work;
■■ support employees by helping them get what they need to do their jobs well;
■■ work with staff to resolve problems;
■■ identify staff training needs;
■■ train staff in the necessary skills or arrange for training;
■■ follow up on problems and requests;
■■ motivate staff and remind them of the principles and goals of the health sup-

ply system;
■■ make sure that established supply guidelines and procedures are known and 

followed.

Supervision provides opportunities to use the leadership practices described in Chapter 
2 of this handbook. For example, scan for strengths and areas to improve; focus on the 
highest-priority problems; align and mobilize staff to address the problems; and inspire 
staff so that the system functions effectively and clients get the medicines they need. See 
Chapter 5 of this handbook for more details on managing performance.

conducting a supervisory visit
When a supervisor visits a medical store or health facility at the district level, the core 
supply functions of inventory management and storage should be examined. The supervi-
sor can use all or some of the questions from the checklists on inventory management and 
storage management that follow to check whether the supply system is operating properly. 
Any No answer indicates a problem that should be addressed.

http://deliver.jsi.com/dlvr_content/resources/allpubs/guidelines/PockGuidManaCont.pdf
www.msh.org/projects/rpmplus/documents/upload/TB-Primary-Level-Guide-April-2008_final-English.pdf
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checklist for inventory management
Review a sample of records and carry out informal interviews and observations to answer 
the following questions.

Record-keeping

■■ Are the inventory records up-to-date? Check the stock cards to see how 
recently they have been used.

■■ Are the inventory records accurate? Do they agree with what is on the 
shelves?

■■ Is the arithmetic correct?
■■ Are complete records kept of the quantities of medicines and supplies dis-

pensed to patients?
■■ Do the calculated quantities on the stock cards generally agree with the 

physical inventory quantities?

Stock levels

■■ Are minimum and/or maximum stock levels calculated for each item?
■■ Has the average monthly consumption been calculated recently and accu-

rately?
■■ Has the store successfully avoided stock-outs?

Quality assurance

■■ Is there a system for performing quality checks to make certain that all medi-
cines are usable by patients (that is, not expired or damaged)?

■■ Are medicines and supplies checked for quality immediately upon arrival 
and before they are dispensed to patients?

■■ Are all reported problems documented?
■■ Are all documented problems reported?

Physical inventory

■■ Is a physical inventory conducted at least once a year? (In a small facility it 
should be done more frequently, for example, every one to two months.)

Ordering

■■ If the facility orders its supplies, are orders placed on time in order to main-
tain inventories at agreed stock levels?

■■ Are the quantities to order calculated correctly?
■■ Has an ABC and/or VEN analysis been performed?

Reporting

■■ Are reports submitted on time?
■■ Are any reports missing in the last six months?
■■ Are reports filled out correctly?
■■ Is the information in the reports accurate?

www.msh.org/resource-center/health-systems-in-action.cfm
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Disposal

■■ Is there an annual survey of expired or damaged medicines and supplies, or 
physical inventories of unusable stock that is set aside?

■■ Are damaged or expired products removed and disposed of according to 
government guidelines?

Materials

■■ Is there an up-to-date supply manual available to the staff?
■■ Is there an adequate supply of the correct forms for recording stock move-

ments, reporting, and ordering?

If the answer to any of the questions is No, the situation needs to be corrected.

checklist for storage conditions
Properly stacked supplies

■■ Are cartons stacked no more than 2.5 m high?
■■ Are stacks off the floor (on pallets or shelves)?
■■ Are stacks away from the wall?
■■ Is there adequate space (at least 30 cms/1 foot) between stacks?

Organization

■■ Are the most frequently used commodities stored in an easily accessible place?
■■ Are the unusable products stored away from the usable ones? 

Preventing expiration

■■ Are the boxes clearly marked with expiry dates?
■■ Are the boxes arranged according to FEFO? (Are the commodities that will 

expire first kept in front or in a more readily accessible location?)

Temperature

■■ Is the temperature of the storage area below 35°C?

Ventilation

■■ Are there fans or a ventilation system to circulate air throughout the storage 
area during hot weather?

Dryness

■■ Are the floors and walls dry?
■■ Are roofs, windows, and doorways without leaks?

Workspace

■■ Is there sufficient storage space for all the needed commodities?
■■ Is the storage area large enough to allow for distributing, receiving, and 

checking supplies?
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Lighting

■■ Is there sufficient light to read product identification marks and labels easily?
■■ Are medicines protected from direct sunlight and fluorescent light?

Cleanliness

■■ Is the storage area clean, tidy, and free of dust?

Orderliness

■■ Are only medicines and other medical supplies kept in the medical storage area?
■■ Are flammable and corrosive products stored appropriately (separate from 

other products, away from each other, and in secure storage)?

Pests

■■ Are storage areas free from signs of pests and rodents (live or dead insects, 
insect eggs, cartons that show signs of chewing or boring)?

Security and safety

■■ Is there a security system that limits access to the storage area?
■■ If the storage area has doors and windows, are they secured?
■■ Are fire extinguishers readily accessible and in working condition?

Access

■■ Is an authorized person with a key available during all service hours so that 
clinic staff can get supplies when they need them?

If the answer to any of the questions is No, the situation needs to be corrected.

Your job as a supply manager and supervisor is to:

■■ search out the necessary information for identifying the causes of a problem;
■■ analyze it;
■■ decide in consultation with staff what actions need to be taken;
■■ work with facility/warehouse staff to provide feedback on the strengths and 

weaknesses of the storage practices and conditions and develop solutions 
together for areas needing improvement.

If you find a problem on one visit and work with the staff to identify a solution, you 
should check that situation again on the next visit to see if things are going well or more 
assistance is needed. In addition to asking the questions above, a supervisor must consider 
the following situations:

■■ Has there been a change in demand lately? Look at the trend in average 
monthly consumption.

■■ Have there been any shortages or stock-outs? If so, identify the cause.
■■ Have there been any problems in getting supplies, such as delays and insuf-

ficient quantities sent?
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■■ What is the rate of loss of commodities in the system (due to expiration, damage, 
disappearance, etc.)? Is this rate so high that it constitutes a problem?

■■ What are all the supply management activities that have been well managed lately?

Proven practices

■■ Successful supply management at the district and subdistrict levels requires 
a national framework because it typically represents up to 30 percent of the 
health care budget. Senior, national-level health care leaders and managers 
should demonstrate that they recognize the importance of effective supply 
management. 

■■ Recognition of the value of effective supply management must be paired 
with an allocation of resources for supply management that is commensu-
rate with its importance to the functioning of health services. 

■■ Successful inventory management systems exhibit the following characteristics:
–– There are written rules for determining order quantities that are widely 

understood and accepted.
–– These rules are applied consistently.
–– Basic stock records that record all essential stock movements at the 

time transactions take place are maintained and are accurate and up-
to-date.

■■ Regular physical stock checks are a routine part of supply management 
activities. In smaller stores, these checks take place monthly. All discrepan-
cies are investigated and reconciled.

■■ The store is secure, in good condition, clean, and well organized. At a hospi-
tal or health facility, the store is separate from the dispensary.

■■ Good storage practice is followed at all times to maintain product quality 
and facilitate good management. This includes:

–– Products are stored in their original packaging.
–– Label directions for storage conditions are followed.
–– Liquids are placed on the lower shelves or on the bottom of stacks.
–– Products that require cold storage are stored in appropriate tempera-

ture-controlled zones.
–– High-security and high-value products are stored in appropriate secu-

rity zones.
–– Damaged or expired products are immediately separated from usable 

stock and disposed of using formal disposal procedures.
–– All commodities are stored in a manner that facilitates a FEFO policy 

for stock management.
–– Cartons are arranged so arrows point up and identification labels, 

expiry dates, and manufacturing dates are visible.
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■■ Good dispensing practices will make certain that an effective form of the 
correct medicine is delivered to the right patients, in the prescribed dosage 
and quantity, with clear instructions, and in a package that preserves the 
potency of the medicine. And not only is the patient correctly treated, good 
dispensing practices lessen the likelihood of developing a resistance to the 
medicine.

Glossary of supply management terms

ABC analysis: Method by which pharmaceuticals are divided, according to their annual 
usage, into Class A, B, and C items. Class A products usually account for 10 percent 
to 20 percent of items, but 75 percent to 80 percent of the value of pharmaceuticals 
supplied. Class B represents intermediate usage rates, while Class C contains the vast 
majority of products but accounts for only 5 percent to 10 percent of the value. ABC 
analysis is used to identify products in Class A, which should be given priority in terms 
of inventory management. Also called Pareto analysis.

antineoplastics: Pharmaceuticals used in chemotherapy to control or kill cancer cells. 
They all have unpleasant side effects that may include nausea, vomiting, hair loss, and 
suppression of bone marrow function.

average monthly consumption: The average amount issued to clients or patients each 
month over a period of time, normally not more than 12 months. It is calculated by 
dividing the total consumption for a given period by the number of months covered by 
the consumption period taking into account time out of stock. This information is vital 
to accurately determining how much to order.

bin card: A stockkeeping record that records receipts, issues, and balances of a single 
product in a single store location or shelf. It is kept on the shelf or pallet with the item.

central stores: A national location for receiving, storing, and distributing medical materi-
als. Also known as central medical stores.

cold chain: A fully integrated system of maintaining products at a controlled temperature, 
requiring freezers, refrigerators, cold boxes, and other devices. It is used especially for 
vaccines and other products requiring temperature control, from the point of manufac-
ture to the point of administration.

consumption: The rate at which items are issued to clients or patients. Also known as 
demand.

corrosive: Characteristic of a substance that will destroy or irreversibly damage another 
substance with which it comes in contact. The main hazards to people include damage 
to the eyes, skin, and tissue under the skin, but inhalation or ingestion of a corrosive 
substance can damage the respiratory and gastrointestinal tracts. Exposure results in 
chemical burns.

cost of holding stock: The cost of keeping inventory/stock in storage. Also known as 
holding costs.

dispense: To prepare and distribute to a patient a course of therapy on the basis of a 
prescription.
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essential medicines: Essential medicines are those that satisfy the priority health care 
needs of the population. They are selected with regard to public health relevance, 
evidence on efficacy and safety, and comparative cost-effectiveness. Essential medi-
cines are intended to be available within the context of functioning health systems at 
all times in adequate amounts, in the appropriate dosage forms, with ensured quality 
and adequate information, and at a price the individual and the community can afford. 
The implementation of the concept of essential medicines is intended to be flexible 
and adaptable to many different situations. The determination of which medicines are 
regarded as essential is a national responsibility.

expiry date: The date appearing on a pharmaceutical product and established by the 
manufacturer, beyond which the manufacturer will not guarantee the quality and ef-
ficacy of the product.

first expiry, first out (FEFO): A method of inventory management in which products 
with the earliest expiry date are the first products to be issued, regardless of the order in 
which they are received.

first in, first out (FIFO): A method of inventory management in which the first products 
received are the first products issued.

flammable: Characteristic of a substance that will easily burn or ignite, causing fire or 
combustion. 

forecasting: Management function that estimates the quantities of products a program 
will dispense to users for a specific period of time in the future.

formulary: A list of pharmaceuticals approved for use in a specific health care setting.

generic pharmaceuticals: Products marketed by any producer under nonproprietary or 
approved names.

immobilized pharmaceuticals: Pharmaceutical materials that have been encased in an 
inert material, such as concrete, for disposal purposes.

imprest system: A form of periodic inventory control in which stocks are replenished 
up to a pre-established level. No running stock records are kept. The only stock control 
document is a preprinted sheet showing each item, its description, the unit of issue, and 
the imprest level. An imprest system is normally used only in small systems, such as 
hospital wards.

inventory: The sum of all items held in stock.

lead time: The time between when new stock is ordered and when it is received and avail-
able for use.

losses: The quantity of stock removed from inventory for any reason other than con-
sumption by clients (for example, expiry or damage).

maximum stock: The level of stock above which inventory levels should not rise under 
normal conditions.

nonimmobilized pharmaceuticals: Pharmaceutical materials that have not been en-
cased in an inert material, such as concrete, for disposal purposes.
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order quantity: The amount of stock to be ordered via a requisition or purchase order 
from a supplier or other supply agency.

out of stock: Having no stock available to provide to the requesting party.

pharmaceutical use: The process of diagnosis, prescribing, labeling, packaging, and 
dispensing and of adherence to pharmaceutical treatment.

physical inventory: The process of counting by hand the total number of units of each 
commodity in a store or health facility.

quantification: System for calculating order quantities and budget requirements.

safety stock: The buffer, cushion, or reserve stock kept on hand to protect against stock-
outs caused by delayed deliveries or markedly increased demand.

stock: The items stored in the warehouse or facility for future use.

stock card: An individual stockkeeping card that contains information about the full 
quantity of stock of a product.

stock records: A generic term for all types of records, including bin cards, stock cards, 
stock ledgers, and computer files, that provide basic essential information for inven-
tory management. Used to record all transactions for an item, including receipts, issues, 
stock balances, and stock losses.

stock status: The number of weeks or months that existing stocks will last at current or 
anticipated rates of consumption. It is normally calculated by dividing the stock on 
hand by the average monthly consumption.

VEN classification: A system of prioritizing pharmaceuticals and the amount to have 
in stock according to their therapeutic importance. An analysis of the products in use 
divides the pharmaceutical products into Vital, Essential, and Nonessential categories.

wastage: The quantity of stock removed from inventory for any reason other than con-
sumption by clients (for example, losses, expiry, and damage). See also losses.

waste encapsulation: Handling of hazardous waste by placing it into a container that is 
then closed with a cover.

waste inertization: Method for treating hazardous waste material contaminated with 
heavy metals so as to neutralize it and make it inert.
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Appendix A.  Physical Conditions Checklist

How does your store match up to a well-run store? Answer YES or NO to the following 
questions. Answering No indicates an area requiring improvement.

1.	 The store is separate from the dispensary; medicines are not dispensed to 
patients from the store. 

2.	 The store is large enough to hold all of the supplies. 
3.	 The door to the store has two locks; each lock has a separate key. 
4.	 The store is kept locked at all times it is not in use. 
5.	 The store structure is in good condition; there are no cracks, holes, or signs of 

water damage. 
6.	 There is a ceiling in the store, and the ceiling is in good condition. 
7.	 Air moves freely in the store; fans and screens are in good condition. 
8.	 The windows are painted white or have curtains; windows are secured and 

have grilles. 
9.	 The store is free of pests; there are no signs of pest infestations. 

10.	 The store is tidy; the shelves are dusted, floor is swept, and walls are clean. 
11.	 Supplies are stored neatly on shelves or in boxes. 
12.	 Shelves and boxes are raised off the floor on pallets or on boards and bricks. 
13.	 The refrigerator is in good condition; there is no staff food in the refrigerator.
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Appendix B.  Storage Procedures Checklist

How well organized is your store? Answer YES or NO to the following questions. Answer-
ing No indicates an area requiring improvement.

1.	 Supplies are shelved in groups: externals, internals, and injectables. 
2.	 Tablets, capsules, and other dry medicines (such as packets of oral rehydra-

tion salts) are stored in airtight containers on the upper shelves. 
3.	 Liquids, ointments, and injectables are stored on the middle shelves. 
4.	 Supplies, such as surgical items, condoms, and labels, are stored on the bot-

tom shelves. 
5.	 Cold-chain items are stored in the refrigerator. 
6.	 Controlled substances are kept separate in a double-locked storage space. 
7.	 Supplies are arranged on the shelves in alphabetical order by generic name. 
8.	 Items are grouped in amounts that are easy to count. 
9.	 There are no expired items in the store. 

10.	 Items with shorter expiry dates are placed in front of those with later 
expiry dates. 

11.	 For items with the same expiry date, newly received items are placed 
behind those already on the shelves. 

12.	 Supplies with no expiry or manufacture date are stored in the order 
received (FIFO).

13.	 Supplies with no expiry date but with a manufacture date are placed so that 
those with later dates are behind those with earlier dates. 

14.	 There are no poor-quality items on the shelves, such as expired medicines 
or broken bottles. 

15.	 On the shelves, there  are no overstocked items or items that are no longer 
used. 

16.	 There is a record of the removal of items; the record includes date, time, 
witness, and manner of removal. 
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Appendix C.  Receiving Supplies Checklist

How are supplies received at your store? Answer YES or NO to the following questions. 
Answering No indicates an area requiring improvement.

1.	 A health worker receives deliveries in person. 
2.	 The health worker checks the outside of the boxes for damage at the time of 

delivery. 
3.	 The health worker keeps a written record of deliveries. 
4.	 The delivery person signs the form before he or she leaves the health care 

facility. 
5.	 The health worker checks the supplies received against the items listed on 

the delivery’s requisition form.
6.	 The health worker checks the expiry dates of all items. 
7.	 The health worker checks for poor-quality items, such as: 

–– poorly packaged refrigerated items;
–– discolored medicines and vaccines;
–– broken containers and supplies spoiled by leakage;
–– unsealed and unlabeled items. 

8.	 If deterioration is suspected, the health worker checks for: 
–– unusual odors of tablets and capsules;
–– damaged tablets or capsules;
–– injectables with small particles that reflect light. 

9.	 The health worker does not accept expired or poor-quality items. 
10.	 The health worker documents all discrepancies. 
11.	 The health worker stores the supplies; the movement of each item is 

recorded on its stock card. 
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Appendix D. � Checklists for Maintaining Good Storage 
Conditions

To maintain good storage conditions, you should take the following steps.

■■ Inspect the physical structure of the store regularly. 
■■ Repair any damage to the roof, walls, door, windows, and floor. 
■■ Control the temperature in the store to the extent possible. Install a ceiling 

fan if possible.
■■ Provide good ventilation that allows warm air to escape. Put air vents in the 

walls or ceiling. 
■■ Be aware that refrigerators standing in the same room generate additional heat 

and raise the temperature in the room. If you have a fan, use it. Keep it in good 
working condition. If your store is small and refrigerators raise the tempera-
ture, move them to another place and put security locks on their doors.

■■ Control the light in the store. If light enters the store through windows, 
block the direct light. Either paint the windows white or hang curtains. 

■■ Prevent water damage and control humidity. Check that there is good drain-
age. There should be drainage channels around your store. The roof should 
have gutters. Repair leaks as soon as they occur to reduce moisture and 
water damage.

■■ Containers of tablets and capsules may be packed with a sachet of desiccant 
(nonedible drying crystals). The desiccant keeps the inside of the container 
dry. Do not open the sachet. Keep the sachet in the container. Keep the con-
tainer closed except when dispensing the medicines. 

■■ Keep the store free of pests, such as rats, cockroaches, ants, and wasps. 
Spilled items may attract pests. Clean spills and remove broken containers 
immediately. Use screens on windows to keep out insects.

■■ Clean the store and keep it tidy. Clean up spills and leakages immediately. 
Keep dust to a minimum, since it can contaminate supplies and make labels 
difficult to read. Mop the floor, dust the shelves, and wipe down the walls 
regularly. 

■■ Store supplies on shelves. If there are no shelves in your store, make tem-
porary shelves. Use boxes, stacked bricks and boards, or pallets. Do not put 
boxes directly on the floor, which may be or become wet. Moisture can rot 
cardboard or wood.

■■ Boxes and boards should be regarded as a temporary measure while you wait 
for adequate shelves to be made. Air should circulate around the boxes, which 
should be stored with sufficient space from the wall and from the floor.

checklist for preventing pests
Inside the Storage Facility

■■ Provide adequate toilet facilities for staff.
■■ Establish a dedicated eating area, preferably outside the main store but if 

necessary within the store but with rigorous cleanliness. 
■■ Do not permit eating outside the designated area.
■■ Do not store or leave food in the storage facility.
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■■ Design or modify the storeroom to facilitate cleaning and prevent moisture.
■■ Maintain a clean environment to prevent conditions that favor pests. For exam-

ple, store garbage in covered garbage bins. Regularly clean floors and shelves.
■■ Keep the interior of the building as dry as possible.
■■ Paint or varnish wood, as needed.
■■ Use pallets and shelving.
■■ Prevent pests from entering the facility.
■■ Inspect the storage facility regularly for evidence of pests, and if detected 

conduct a vigorous eradication exercise.
■■ Shrink-wrapping cartons can also assist in preventing pest damage. 

Outside the Storage Facility

■■ Regularly inspect and clean the outside premises of the storage facility, espe-
cially areas where garbage is stored. Check for any rodent burrows, and be 
sure that garbage and other waste are stored in covered containers.

■■ Check for still or stagnant pools of water in and around the premises, and be 
sure that there are no buckets, old tires, or other items holding water.

■■ Treat wood-frame facilities with water sealant, as needed.
■■ Use mercury vapor lighting where possible, and locate lighting away from 

the building to minimize the attraction of pests.

checklist for preventing theft
During Transport

■■ Verify documents.
■■ Make certain that packing seals are used.
■■ Use strong boxes or other containers.
■■ Provide reliable, well-maintained vehicles.
■■ Make sure drivers are reliable.
■■ Expedite clearance at airports and seaports and through on-land borders.

At Storage Facilities

■■ Limit access to designated staff.
■■ Limit the number of keys made for the facility; keep a list of people who 

have keys.
■■ Secure all locks and doors.
■■ Make unannounced spot-checks.
■■ Have an independent stock count or inventory control done.

In Health Centers

■■ Lock the storeroom or cupboards.
■■ Have inventory control cards for each product.
■■ Set maximum dispensing quantities.
■■ Have dispensers record individual prescriptions and maintain prescription 

or dispensing registers.
■■ Limit dispensing to authorized staff members.
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Monitor Selected Products

As additional protection against theft, monitor items that are fast moving, chronically 
in short supply, in high demand by customers, expensive, lifesaving, and easy to hide or 
disguise.

checklist for routine storage management tasks
Daily/Weekly

■■ Monitor storage conditions.
■■ Clean receiving, storage, packing, and shipping areas.
■■ Sweep or scrub floors.
■■ Remove garbage.
■■ Clean bins, shelves, and cupboards, as needed.
■■ Check that aisles are clear.
■■ Make sure there is adequate ventilation and cooling.
■■ Protect products from direct sunlight.
■■ Monitor store security and safety.
■■ Check the store roof for leaks, especially during the rainy season and during 

or after a storm.
■■ Monitor product quality (visually inspect commodities and check expiration 

dates).
■■ Ensure that products are stacked correctly. (Are the lower cartons being 

crushed?)
■■ Update stock records and maintain files.
■■ If cycle counting is being done, conduct a physical inventory and update 

stockkeeping records.
■■ Monitor stock levels, stock quantities, and safety stocks.
■■ Submit emergency orders as needed, using local guidelines.
■■ Update backup files for computerized inventory control records.
■■ Update bin cards.
■■ Separate expired stocks and move them to a secure area.

Monthly

■■ Conduct a physical inventory or cycle count and update stockkeeping 
records. 

■■ Run the generator to check that the system is working correctly; check the 
level of fuel and add fuel, if needed.

■■ Check for signs of rodents, insects, or roof leaks.
■■ Inspect the storage structure for damage, including the walls, floors, roof, 

windows, and doors.

Every Three Months

■■ Use established procedures to dispose of expired or damaged products.
■■ Visually inspect fire extinguishers to make sure their pressures have been 

maintained and the extinguishers are ready for use.
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Every Six Months

■■ Conduct fire drills and review fire safety procedures.
■■ Inspect trees near the medical store, and cut down or trim any trees with 

weak branches.

Annually

■■ Service fire extinguishers and smoke detectors.
■■ Conduct a complete physical inventory and update stockkeeping records.

fire extinguishers
There are four main types of fire extinguishers. The following table provides a summary of 
each of them.

Type of Fire Extinguisher Description and Use

Dry chemical Contains an extinguishing agent such as potassium 
bicarbonate (similar to baking soda) and uses a compressed 
gas as a propellant. They are effective for multiple types 
of fires, including combustible solids like wood or paper, 
combustible liquids like gasoline or grease, and electrical fires.

Water Contains water and compressed gas and should be used only 
on ordinary combustibles, such as paper and wood. Never use 
water on fires caused by liquids (such as gasoline or kerosene) 
or on electrical fires.

Carbon dioxide (CO2) Most effective on fires caused by liquids (such as gasoline 
or kerosene) and electrical fires, but not on fires caused 
by combustibles like paper, cardboard, or lumber. The gas 
disperses quickly and does not leave any harmful residue.

Halon Often used in areas with computer equipment or other 
machinery because it leaves no residue. Halon can be used 
on common combustibles, flammable liquids, and electrical 
fires. However, it is dangerous to inhale and harmful to the 
environment. Halon is most effective in confined spaces, but 
the area will need to be ventilated before it can be reoccupied.

Source of Appendix D: John Snow, Inc./DELIVER and the World Health Organization (WHO). Guidelines for 
the Storage of Essential Medicines and Other Health Commodities. 2003. 
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Appendix E.  Managing Different Types of Waste

The following table provides an overview of the major types of waste that must be 
destroyed safely and effectively.

Nonmedical Waste Methods of Disposal

Garden rubbish Compost leaves, sticks, weeds, and trimmings from shrubs 
and trees, if feasible. Designate a separate area for composting.

Cardboard cartons If possible, recycle cardboard; otherwise, treat it like ordinary 
rubbish.

Ordinary rubbish Where municipal solid waste facilities exist, dispose of 
ordinary rubbish in the municipal dump. Otherwise, burn or 
bury it.

Human waste Use pit latrines or other toileting facilities to dispose of all 
human waste.

Health Care Waste Definitions

Sharps Single-use disposable needles, needles from auto-disable 
syringes, scalpel blades, disposable trocars, sharp instruments 
requiring disposal, and sharps waste from laboratory 
procedures.

Other hazardous medical 
waste

Waste contaminated with blood, body fluids, human tissue; 
compounds such as mercury; pressurized containers; and 
wastes with high heavy metal content.

Pharmaceuticals Expired, damaged, or otherwise unusable medicines and items 
contaminated by or containing medicinal substances.

The disposal methods for various categories of pharmaceuticals are identified in the fol-
lowing table.

sharps containers
Sharps containers or safety boxes are puncture- and water-resistant, impermeable contain-
ers. When used correctly, they reduce the risk of skin-puncture injuries that may spread 
disease. Once filled, the sharps boxes are disposed of either by incinerating them or by 
filling them with bleach to remove biological hazards and then putting them in a landfill.
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Category Disposal Methods Comments

Solids 
Semisolids 
Powders

■■ Landfill 

■■ Waste encapsulation

■■ Waste inertization

■■ Medium- and high-temperature 
incineration (cement kiln 
incinerator)

■■ No more than 1% of daily 
municipal waste should be 
disposed of in an untreated form 
(nonimmobilized) in a landfill.

Liquids ■■ Sewer

■■ High-temperature incineration 
(cement kiln incinerator)

■■ Antineoplastics should not be 
disposed of in the sewer due 
to the high risk they present to 
anyone coming into contact with 
them.

Ampoules ■■ Crush ampoules and flush diluted 
fluid into sewer

■■ Antineoplastics should not be 
disposed of in the sewer due 
to the high risk they present to 
anyone coming into contact with 
them.

Anti-infective medicines ■■ Waste encapsulation

■■ Waste inertization 

■■ Medium- and high-temperature 
incineration (cement kiln 
incinerator)

■■ Liquid antibiotics may be diluted 
with water, left to stand for 
several weeks, and discharged to 
a sewer.

Antineoplastics ■■ Return to donor or manufacturer

■■ Waste encapsulation

■■ Waste inertization

■■ High-temperature incineration 
(cement kiln incinerator)

■■ Chemical decomposition

■■ Not to landfill unless encapsulated

■■ Not to sewer

■■ No medium-temperature 
incineration

Controlled medicines ■■ Waste encapsulation

■■ Waste inertization

■■ Medium- and high-temperature 
incineration (cement kiln 
incinerator)

■■ Not to landfill unless encapsulated

Aerosol canisters ■■ Landfill

■■ Waste encapsulation

■■ Not to be burnt: may explode

Disinfectants ■■ To sewer or fast–flowing 
watercourse: small quantities 
of diluted disinfectants (max. 50 
liters per day under supervision)

■■ No undiluted disinfectants to 
sewers or watercourses

■■ Maximum 50 liters per day 
diluted to sewer or fast-flowing 
watercourse.

■■ No disinfectants at all to slow-
moving or stagnant watercourses

PVC plastic, glass ■■ Landfill ■■ Not for burning in open containers

Paper, cardboard ■■ Recycle, burn, landfill

Source: World Health Organization, Guidelines for Safe Disposal of Unwanted Pharmaceuticals in and after Emergencies 1999.
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Appendix F. � Checklists for Inventory Management and 
Stock Control

examples of calculating order quantity using 
maximum stock and reorder factor tables
The following examples demonstrate how to use the tables and methods described in the 
section of this chapter titled “How to calculate the quantity to order.”

Example 1

The average monthly consumption (AMC) of Product A equals 45 units. This product is 
ordered every two weeks, and the lead time is four weeks. The current stock is 60 units. If 
an order has to be placed, how much has to be ordered?

1.	 First, identify the maximum stock factor. In this case it is 3. Therefore, the 
maximum stock equals 135, using the following formula: 45 (AMC) ×  
3 (maximum stock factor) = 135 (maximum stock, in issue units). Since  
the current stock balance is 60, an order has to be placed.

2.	 Second, identify the reorder factor. The information above, when used in 
conjunction with the reorder factor table, shows that, the reorder factor 
equals 4.

3.	 Third, calculate the quantity to order using the recommended formula: 
quantity to order = [45 (AMC) × 4 (reorder factor)] − 60 (stock) = 120

Example 2

Product B’s average monthly consumption is 30 units. This product is ordered once a 
month, and the lead time equals six weeks. The stock balance is 90 units. How much 
should be ordered?

1.	 First, identify the maximum stock factor. In this case it equals 4. Therefore, 
the maximum stock is equal to 120, using the formula: 30 (AMC) × 4 (maxi-
mum stock factor) = 120 (maximum stock, in issue units). The current stock 
balance is 90, so an order has to be placed.

2.	 Second, identify the reorder factor using the reorder factor table. The reor-
der factor is 5.5.

3.	 Third, calculate the quantity to order using the recommended formula: 
quantity to order = [30 (AMC) × 5.5 (reorder factor)] − 90 (stock) = 75.

stock card checklist
How are the stock cards used in your store or facility? (A sample stock card appears in 
Figure 3 in this chapter.) Perform this self-assessment, and share the results with your 
health team and/or your supervisor.

There is a stock card for each item in the store.

■■ All information on the stock card is up-to-date and accurate.
■■ The stock card is kept on the same shelf as the item.
■■ Information is recorded on the stock card at the time of movement.
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■■ There is an accurate running tally kept in the Balance column.
■■ A physical count is made at regular intervals, such as once a month.

Once your assessment is completed, identify what can be done immediately to solve the 
highest-priority issues, and implement the changes that are required.

ordering supplies checklist
Answer the following questions. If delivery schedules change, erase and record the new 
delivery information. Keep the answers current.

■■ When are supplies delivered?
■■ How often are supplies delivered?
■■ What is your facility’s order frequency?
■■ What is your lead time?

self-assessment
Perform this self-assessment by answering YES or NO to the following statements. Share 
the results with your health team and/or your supervisor.

■■ You know how to calculate the average monthly consumption (AMC).
■■ You take stock-out periods into consideration when calculating the AMC.
■■ You calculate the maximum stock by multiplying the AMC by the maximum 

stock factor.
■■ The maximum stock has been calculated for each item in the store.
■■ The maximum stock is recorded on each item’s stock card.
■■ You place your order when the stock balance is less than the maximum 

stock.
■■ When you order, you use the formula for quantity to order.
■■ All orders are placed in writing using the prescribed forms.
■■ All information on the requisition is complete, accurate, and written clearly.

Once your assessment is completed, identify what can be done immediately to solve the 
most pressing issues and implement the changes that are required.

www.msh.org/resource-center/health-systems-in-action.cfm
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Appendix G.  Checklist for Good Dispensing Practices

prepare your daily supplies
Before dispensing medicines to patients, you should do the following:

■■ Check the quantities that are available in the dispensing area.
■■ Estimate the number of units of each item that will be needed for the day or 

the clinic session. Base the amount on past use and the clinics that are oper-
ating that day. If necessary, ask someone with experience in issuing supplies 
to help you.

■■ Go into the store and request the stock you need from the storekeeper. Once 
the storekeeper issues the fresh supplies to you, place the items on a tray or 
trolley and take them to the dispensing area.

■■ If, later in the day, items are running short, the same procedure should be 
followed to replenish those stocks.

■■ Make sure that the stock records in the store are updated immediately by 
recording the movement of each item that you issue out of the store on its 
stock card.

■■ Once items are issued to a dispensing area, do not return them to the store. 
Keep them in the dispensing area.

■■ Keep supplies in the dispensing area safe and organized.
■■ Make sure that the security in the dispensary is the same as in the pharmacy 

store. Staff should always be present in the dispensing area when it is not 
locked. Do not leave the area unattended and unlocked.

■■ Organize supplies in the same way as they are organized in the store. Orga-
nize by route of administration and by form of preparation. Arrange each 
group of items in alphabetical order by generic name.

Medicines and other supplies should be collected from the dispensary shelves according 
to FEFO or FIFO rules.

Some facilities use stock cards in the dispensary as well as in the store. Stock cards used 
in this way become dispensing records. However, health workers, administrators, and 
accountants often need to collect information about medicines and related supplies given 
to patients to treat certain illnesses. It is therefore usually better to use a notebook or 
dispensing ledger to keep dispensing records of medicines on a daily or weekly basis. This 
approach can be especially useful when you are scaling up services; it will allow you to 
monitor rapidly changing consumption patterns.

principles of dispensing to the patient
In all health care facilities, the person dispensing medicines to the patient must under-
stand and follow five principles.

1.	 When a medicine is given to a patient, it is important that the patient 
receives:

■■ the correct medicine;
■■ the correct amount of the medicine;
■■ the correct information on how to take the medicine.
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2.	 Dispensing to a patient consists of: 
■■ checking the prescription;
■■ collecting, counting, and packaging the medicine; 
■■ transferring ownership to the patient;
■■ providing information to the patient (or caregiver of children). 

3.	 Carefully and clearly explain to patients how to take their medicine. This is 
very important. Medicines are effective only if taken correctly. Then check 
that patients understand how to take their medicines. Patients should be 
able to repeat to you how they will take their medicines. 

4.	 To dispense properly, you need to know: 
■■ how to prepare medicines and related supplies;
■■ how to give them to patients; 
■■ how to interact effectively with patients to ensure they understand.

5.	 Prescribing and dispensing medicines are two separate activities in a health 
care facility. Prescribe medicines in the clinical area. Dispense medicines 
from a dispensing area (or dispensary). Keep the areas separate, if possible. 
Do not dispense to patients directly from the store! The dispensary may be a 
room, part of a room, a cabinet, or a dispensing trolley. 

dispensing procedures checklist
To dispense a medicine (or other item) to a patient, follow these steps:

1.	 Check that the prescription is appropriate for the patient.
■■ Review the prescription.
■■ Find the generic name of the medicine. If you cannot read it or if you 

have any questions about a prescription, ask the person who wrote it to 
explain it to you.

■■ Check that the prescription is appropriate for the age, weight, and sex 
of the patient.

■■ Where feasible, also check that the medicine prescribed is appropriate 
in form, strength, and dosage and in line with the standard treatment 
guidelines for this medicine. If you have any doubt about this, ask the 
person who wrote the prescription to confirm it for you.

2.	 Prepare one prescribed item at a time. If more than one item has been 
prescribed, do not combine them. 

■■ Collect a bottle, strip, tube, or container of the item, and check its 
expiry date.

■■ Read the generic name on the label of the container.
■■ Check that it is the correct medicine. 

▶ Remember that some medicines look the same and can easily be 
confused.

■■ Check that it is the correct form, strength, and unit size.
■■ Check that the item has not expired.
■■ Collect a medicine envelope or container to package the item for the 

patient.
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3.	 Label the package to be given to the patient.
■■ Some packages will have preprinted labels on them. Some will not have 

labels, or the labels will not be in the operating language of your coun-
try/region, and you will need to prepare a label.

■■ Print clearly on the label. Include the following information:
›› patient’s name
›› patient’s age
›› the day’s date
›› generic name of the item
›› strength
›› form
›› quantity dispensed
›› expiry date
›› dosage: instructions that tell the patient when, how much, for 

how long, and how the medicine should be taken, for example, 
“Take two tablets with food every morning for five days.”

›› any advisory or warning instructions, such as “May cause drowsi-
ness,” “Do not drive while taking this medicine,” etc.

■■ Use pictures or numbers to record the dose. Include written instruc-
tions also. Patients who cannot read may need pictures for instructions 
and should have someone at home who can read the instructions to 
them.

■■ After you record the information on the label, attach it to the empty 
package. 
▶ �A clearly written label is important. When a patient returns to a 

health care facility with a previous prescription, any health worker 
should be able to read it.

4.	 Open the bulk medicine container and check the quality of its con-
tents.

■■ If medicines have an odd smell, they may have deteriorated. If tablets 
or capsules are cracked, broken, powdery, or sticky, they are damaged. 
If capsules are swollen, softened, or stuck together, they are damaged.  
▶ �Never give patients poor-quality medicines. Dispose of those 

medicines properly.

5.	 Count the quantity needed in a clean, safe manner.
■■ Count tablets or capsules using a counting tray.
■■ If you do not have a tray, you can make one from a sheet of paper or 

used X-ray film, or you can use a clean surface covered with paper.
■■ Count the tablets or capsules with a clean spatula. Do not use your 

hands. You may contaminate both the medicine and your hands.
■■ Do not use the same tray to count new medicines without cleaning the 

tray. If you use a sheet of paper to count, use a new sheet each time. If 
you reuse the same tray or paper, you may contaminate both the medi-
cines and yourself.
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6.	 Put the correct amount of the medicine into the package for the patient 
to take home.

■■ Put the medicine into its own labeled package using the tray and 
spatula (or measuring device for liquids).

■■ Do not mix prescriptions or medicines.

7.	 Immediately put any extra tablets or capsules back into the appropri-
ate container. 

■■ If more than one medicine has been prescribed, close one container 
before you open another container.

■■ Prepare all of the prescribed items before you dispense them to the 
patient.

■■ Before closing the container, check the container’s details against the 
prescription. This is simply to confirm to yourself that you have dis-
pensed the correct medicine.

8.	 Give the package to the patient. 
■■ If the patient is a child, go through the following steps with the mother 

(or caretaker). 
■■ Explain to the patient how to take the medicines (see Step 10).
■■ If the patient has more than one prescription, dispense one item at a 

time. 

9.	 Advise and counsel the patient on how to take the medicine. 
■■ Tell the patient the name of the medicine, its form (tablet, syrup, 

etc.), what it is for, and the dosage. The dosage includes:
›› when to take the medicine (for example, in the morning) 
›› how much of the medicine to take (for example, one tablet) 
›› how long to take the medicine (for example, two days) 
›› how to take the medicine (for example, with food)

You may decide to display the dosage instructions about how to take the most com-
mon medicines in the dispensary. Then your staff will be more likely to give the same 
(and correct!) instructions to patients. In addition, you may consider displaying 
some instructional materials for frequently used medicines on a wall where patients 
can see them. This makes your message more meaningful.

■■ Show the patient how to prepare the dose. Allow the patient to 
practice before he or she leaves the dispensary.

›› If a dose is less than a whole tablet, show the patient how to 
divide the tablet.

›› If the medicine should be mixed with food, show how to crush 
the tablet and mix it with food.

›› If you are dispensing syrup, show how to measure the correct 
amount. Use the cap of the syrup bottle or show the patient com-
mon spoons to use.

›› Ask the patient to practice measuring the dose. Use the medicine 
that you have already packaged for the patient to take home.

›› When you are confident that the patient understands how to 
prepare the dose, ask him/her to take the first dose.

www.msh.org/resource-center/health-systems-in-action.cfm
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■■ Tell the patient to take all of the prescribed medicines.
›› Sometimes patients will feel better before they finish all of the 

prescribed medicines. Tell patients that, even if they feel better, 
it is important to take all of the medicines to stay well. This is 
especially true of antibiotics or antimalarials because bacteria or 
parasites may still be present. Also tell patients with chronic con-
ditions, such as those with hypertension or those taking ARVs, 
that they need to return for follow-up treatment.

■■ Ask patients to tell you how they will take the medicine.
›› Each time you dispense a medicine, check the patient’s under-

standing.
›› If patients answer correctly, compliment them! If not, explain the 

dosage to them again. Explain until they can answer you cor-
rectly.

›› If you are giving patients more than one prescription, give them 
one item at a time. Give the next item only after you are sure that 
patients know how to take the medicines you have just given 
them.

›› Medicines are effective only if patients take them correctly. Some-
times even intelligent patients who are sick do not understand 
how to take their medicines. Medicines taken incorrectly may be 
ineffective or even poisonous. Always check the patient’s under-
standing.

10.	 Tell the patient to keep all medicines and related medical supplies in 
a safe place at home and out of the reach of children.

■■ Tell the patient that medicines are expensive and dangerous and need 
to be stored in a special place at home.

■■ The place must be cool, dark, and dry, safe from pests, and out of the 
reach of children.

■■ Recommend places typically found in homes in your area where 
patients could store their medicines.

11.	 Keep accurate dispensing records.
■■ Complete dispensing records in accordance with the instructions given 

by your supervisor or local supply coordinator.
■■ Be sure to follow any special requirements for controlled substances 

and medicines from donor programs to which separate recording 
requirements may apply.
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chapter 8

Managing Information:  
Monitoring and Evaluation

This chapter is a practical guide that you, as the manager 
of a health program or health services, can use to under-
stand and organize essential practices that will improve the 

monitoring and evaluation (M&E) of health services. It explains the 
role and function of an effective health information system (HIS). It 
describes monitoring and evaluation as key program management 
functions, explains the difference between the two, and offers con-
siderations for making each function more useful to you for learn-
ing and action. It also shows how good leadership and management 
practices are relevant to M&E. 

You can use the information in this chapter to:

■■ enhance the effectiveness of an HIS; 
■■ use routine monitoring to improve the performance 

of organizational activities;
■■ produce actionable data for making informed deci-

sions;
■■ avoid common M&E pitfalls;
■■ design an evaluation;
■■ use frameworks to develop a logical plan for program 

activities;
■■ prepare an M&E plan.

The chapter concludes with a story that emphasizes the human ele-
ment in M&E. The story describes how using less-than-perfect data 
from an HIS can be beneficial and instill confidence in the system. 
The story also offers several proven practices in M&E that are rel-
evant to your work as a health manager. 

Nancy LeMay

Contents
Managing Information:  
Monitoring and Evaluation	 8:1
Introduction	 8:2
Information for managing health services	 8:2
subsystems and cycles of a health information system 	 8:2
distinctions between monitoring and evaluation	 8:4
Who owns M&E?	 8:6
Monitoring as a path to action	 8:9
the importance of routine monitoring	 8:9
producing actionable information	 8:9
Practical M&E tools and approaches	 8:12
frameworks for the design and m&e of health services	 8:12
logical frameworks	 8:13
conceptual frameworks	 8:14
Steps in developing an M&E plan	 8:18
step 1: define the expected results	 8:18
step 2: identify the indicators and their definitions	 8:21
step 3: identify the data sources	 8:22
step 4: determine data collection methods	 8:23
step 5: collect baseline and follow-up data	 8:23
step 6: share and use your data	 8:26
Designing an M&E tool	8:27
monitoring and evaluation traps	8:27
features of a good monitoring tool	 8:28
Design an evaluation for learning	 8:30
formative and summative evaluations	 8:30
other types of evaluation	 8:32
considerations for designing an evaluation	 8:32
selecting your data sources	 8:33
HIS data: Strengths and limitations	 8:38
Proven practices	 8:39
Glossary of M&E terms	 8:40
References and resources	 8:42
information for managing health services	 8:42
monitoring for action	 8:43
practical m&e tools and approaches	 8:43
evaluation for learning	 8:45
Appendix A. � Example of a Logical Framework from the Inter-American Development 

Bank	 8:46

1. �Achieving Results 
by Strengthening 
Health Systems

2. �Leading and 
Managing: Critical 
Competencies for 
Health Systems 
Strengthening

3. �Promoting Good 
Governance 
in Public and 
Private Health 
Organizations

4. �Planning the Work 
and Working with 
the Plan

6. �Managing 
Finances and 
Related Systems

7. �Managing 
Medicines and 
Health Products

5. �Managing  
Human Resources 

9. �Managing Health  
Service Delivery

8. �Managing 
Information: 
Monitoring and 
Evaluation



8.  Managing Information: Monitoring and Evaluation	 8:2

www.msh.org/resource-center/health-systems-in-action.cfm	 Health Systems in Action

Introduction

Within the development community a strong and growing emphasis on producing quanti-
fiable results has increased attention to, and interest in, M&E. There is much discussion 
about results-based planning, results frameworks, and results teams. But people are also 
frequently confused about what to monitor, what to evaluate, and how best to carry out 
both tasks.

There is a tendency to forget the importance of good, solid monitoring, which is essential 
for providing managers the information they need to take action and produce results. In 
the rush to evaluate, some organizations downplay monitoring in favor of evaluation, in 
order to show results. Monitoring is an often-underused management practice that can 
get lost between the evaluators and the planners. 

In your role as a manager, you and your team need the information gained from both 
monitoring and evaluation to manage activities and produce results. You are likely to use 
your M&E skills to measure health inputs, activities, outputs, and outcomes (terms that are 
discussed later in this chapter). You will probably not be asked to measure impact. Except 
for large, well-established, and well-funded organizations, impact assessment is usually 
the responsibility of the Ministry of Health or the donor. Although impact assessment falls 
outside the scope of the chapter, you will find links to useful materials on the topic.

This chapter is not just for M&E or HIS staff. The audience is much broader and includes:

■■ directors and other senior managers in civil society organizations (CSOs), 
including nongovernmental organizations (NGOs), faith-based organiza-
tions (FBOs), and other nonprofit organizations;

■■ managers of donor-funded projects implemented by CSOs;
■■ district- and facility-level managers from the public sector;
■■ M&E and HIS staff from public-sector and donor-funded organizations. 

Information for managing health services

It is widely accepted that health managers and service providers need better access to 
reliable information and better ways to use this information to monitor performance and 
manage services. The effective management of the entire health system depends on the 
appropriate use of timely and accurate information by personnel at all levels. This use of 
information depends, in turn, on the ability of the HIS to generate useful information. 

subsystems and cycles of a health information system 
In Everybody’s Business: Strengthening Health Systems to Improve Health Outcomes: WHO’s 
Framework for Action, the World Health Organization (WHO) shows that information 
is one of the six essential building blocks of any health system. WHO defines a well-
functioning HIS as “one that ensures the production, analysis, dissemination and use of 
reliable and timely information on health determinants, health system performance, and 
health status” (WHO 2007). The term HIS usually encompasses the many subsystems 

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.searo.who.int/LinkFiles/Health_Systems_EverybodyBusinessHSS.pdf
http://www.searo.who.int/LinkFiles/Health_Systems_EverybodyBusinessHSS.pdf
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that provide the necessary information for managing health services. Figure 1 provides an 
overview of the common subsystems within an HIS.

An HIS that is well designed and functions well should support the key processes needed 
to manage health services. These processes are cyclical and ongoing, and the collection, 
analysis, and use of information to carry out health management functions also create a 
cyclical process.

Figure 2 shows M&E as one element of a typical management cycle, feeding data into an 
information cycle. There it is processed and turned into information, which is fed back 
into the various functions of the management cycle. 

FIGURE 1.  Common Health Information Subsystems 

Epidemiological Surveillance

Detection and notification of diseases and risk factors, follow-up investigation, and 
outbreak control measures

Routine Service Reporting

Recording and reporting of facility-based, outreach, and community-level services in 
terms of case monitoring; and monitoring service task performance (quality), service 

output and coverage performance, and resource availability and use

Specific Program Reporting

Programs such as:

■■ malaria prevention and control

■■ reproductive health and family 
planning (FP)

■■ immunization

■■ tuberculosis control

■■ HIV & AIDS and STI prevention  
and management

■■ leprosy control

■■ integrated management of  
childhood illness

■■ water and sanitation

■■ food hygiene and safety

Administrative Information

■■ budget and financial management

■■ human resource management

■■ training administration

■■ essential drugs and supplies 
management

■■ facilities and equipment 
development and maintenance

■■ health research management

■■ data and document management

■■ external resources management

Vital Registration

Civil and health system registration of births, deaths, family formation, and migration
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distinctions between monitoring and evaluation
Monitoring and evaluation are key management functions of an organization. Together, 
they serve to support informed decisions, the best use of resources, and an objective 
assessment of the extent to which an organization’s services and other activities have led to 
a desired result.

To make informed decisions, health care managers need an M&E system that yields reli-
able information about such factors as: 

■■ the health needs of the people in their catchment area—the area from which 
clients are drawn to receive services;

■■ the priorities of the country, province, district, and communities they serve;
■■ the quality and coverage of the services they offer;
■■ the resources they have used and resources still available;
■■ progress in the implementation of their activities.

Both monitoring and evaluation activities are necessary to satisfy these information needs. 
But which should be used when? The differences between monitoring and evaluation lie in 
their purposes, time frames, and sources of information.

Monitoring is used to regularly track changes in indicators—measurable markers of 
change over time—in order to manage the implementation of a program. Monitoring 
measures progress toward results by collecting information on inputs, activities, outputs, 
and sometimes short-term outcomes. For you, the manager, this may involve monitoring 
progress against your operational plans and/or monitoring the services you provide. 

FIGURE 2.  Relationship between Information and Management Cycles

Information cycle

Management cycle

Budgeting

Implementation

Control

Monitoring and 
evaluation

Planning

Information presentation

Interpretation 
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Use of information

Data 
collection

Data analysis
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Common procedures for program monitoring include tracking service statistics and 
reviewing records and training reports. Regular, systematic monitoring provides informa-
tion for planning purposes and a reliable basis for an evaluation. 

Evaluation, on the other hand, is used to assess the effectiveness (and sometimes the cost) 
of efforts to improve services and to prevent and manage priority health problems. Evalu-
ation measures outcomes and impact. It assesses the extent to which your organization 
achieves its desired results and helps you understand why the results were or were not 
achieved. Evaluation also provides an opportunity for continuous learning from experience.

Thus, the first factor that separates monitoring from evaluation is a difference in purpose. 
Monitoring is driven by a management need, whereas evaluation is driven by the need to 
document outcomes of an intervention and report to a donor or other stakeholder. Moni-
toring thus focuses on operational implementation, while evaluation focuses on the effects 
of the activities on the health of the target population. 

This leads to a second critical difference: the time frame when each is used. Monitoring is 
an ongoing, routine process used throughout an intervention. Evaluation requires the col-
lection of baseline and post-intervention data that allow you to compare changes during 
the period of the intervention and, sometimes, after a suitable follow-up period. 

Finally, a third difference is related to the sources each function uses for information. 
Monitoring data usually come from what is readily available: the health information 
system or routine service records. Service statistics provide such monitoring data as sup-
ply inventories, numbers of vaccine doses administered monthly, and patient outcomes. 
Monitoring data can also be obtained by compiling routine organizational records. For 
example, participant lists from a training workshop can supply information on the num-
ber of people trained on a given topic. 

Outcome and impact indicators require measurements at the beneficiary or population 
level, which must be obtained through an evaluation. For example, to determine the out-
come of a family planning counseling initiative, you would need to know the percentage 
of women among those counseled who actually adopted a family planning method. You 
could not derive that information from service statistics or routine organizational records; 
you would need to conduct a survey to collect the data. 

Common measures in an evaluation include changes in the use of health services from 
one period to another, proportions of safe deliveries, coverage of immunization services, 
and changes in the knowledge, attitudes, or behavior of a target group. 

Leading and managing practices for monitoring and evaluation. Despite the differ-
ences between monitoring and evaluation, both functions will be optimized if you use the 
other leading and managing practices when you are carrying out monitoring or evaluating 
tasks. For example, monitoring and evaluation—one of the managing practices discussed 
in Chapter 2 of this handbook—require you to focus on goals and priorities and use your 
scanning skills to collect and analyze appropriate data. In response to the results collected 
through monitoring and evaluation, you may need to focus and align and mobilize staff 
in order to modify intervention plans to better achieve results. Depending on whether 
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activities are meeting their objectives and achieving the expected results, you could also 
use M&E information to inspire staff to improve their performance or, alternatively, to 
keep up the good job. 

In managing M&E activities, you will need to develop an M&E plan and then organize 
the structures, subsystems, and processes to implement the plan. And of course you 
will monitor and evaluate the M&E program itself to determine progress toward and 
achievement of results.

The leading and managing practices discussed here and in Chapter 2 of this 
handbook are also fully described on MSH’s Electronic Resource Center in the 
Leadership Development section titled “Developing Managers Who Lead.” 

Who owns M&E?

Who is the M&E client? Who needs health information? Managers at all levels of an orga-
nization have a stake in using information as the basis for taking action. This allows them 
to lead and manage effectively at any level. In fact, managers provide the foundation of the 
M&E system. 

The trouble is that the M&E function is not always integrated into the organization. In 
many cases, organizations—and sometimes donors—operate as if M&E were the sole 
responsibility of the M&E staff. Without an adequate communication and feedback pro-
cess, the information and knowledge could remain in the hands of the M&E staff. As a 
consequence, results (both good and bad) are not always fed back to the people who need 
them, and the information is not used for management decisions.

Too often, for example, an evaluation is conducted and information is produced to meet 
the needs of a donor or a government agency, rather than to improve an organization’s 
services. One way to be sure that evaluation results are used is for managers at all levels 
of an organization, from the health center to the Ministry of Health, to own the M&E 
processes and results.

Information needs at different levels. Not all information is needed at all levels at all 
times. Managers, donors, and the central government may need different information at 
different times to meet their reporting requirements and make decisions. For example, 
managers of donor-funded projects typically work on a quarterly or biannual report-
ing cycle and the donor on an annual reporting cycle, while the Ministry of Health may 
require three to five years’ worth of data to demonstrate impact and report it to politicians 
and the media. 

Information needs in a health system can be viewed as a hierarchy. Figure 3 shows that 
decreasing amounts of information are needed as you move up the levels of an organi-
zation. There is a core set of information that managers at all levels need, but only the 
smallest subset of that information is needed at the national level. At the district and facil-
ity levels, managers need disaggregated information on an ongoing basis because this is 
where actions are taken in response to operational data (e.g., stock-outs and dropouts). 

www.msh.org/resource-center/health-systems-in-action.cfm
http://erc.msh.org/mainpage.cfm?file=2.1.1h.htm&module=leadership&language=English
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Monitoring operational indicators is less important at the national level. Rather, national-
level decision-makers need indicators that measure the impact of health programs and 
services on health status over a longer term. Therefore, an HIS should be designed to serve 
all its clients by providing reliable information in the short, intermediate, and long terms. 

At the facility level, for example, managers would collect and use information on the 
monthly distribution of contraceptives, stock-outs, and dropouts. At the district or pro-
vincial level, or at the headquarters of a large NGO, the most useful information would be 
annual contraceptive prevalence rates, while for the Ministry of Health it might be mater-
nal morbidity and mortality rates at intervals of three to five years.

For further discussion of the hierarchy of information needs, please see an article 
on the WHO website.

Principles for improving information management. Chapter 1 of this handbook 
points out that no management system can be strengthened if people are left out of 
the process. Strengthening an HIS is no different. It requires working with the people 
involved: the owners of the system who record, transfer, analyze, communicate, and use 
data and information to manage services. 

How should we work with people in the HIS? Box 1 presents guiding principles for 
designing an effective HIS or improving information management. The purpose is to 
improve the availability and reliability of information so it can be more effectively used in 
managing health organizations and services. These principles emphasize the need to fully 
involve all HIS staff and managers and service providers who will be using the information. 

FIGURE 3.  Hierarchy of Information Needs

Information used by 
   national program managers

Information 
  collected by and 
      used at facility level

Information required 
by national authority

Additional information 
required by district or
municipal department

Additional information 
required by facility 
management

Source: Recreated with permission from “Health Information System Reform in South Africa: Developing 
an Essential Data Set,” by Vincent Shaw, 2005..

http://www.who.int/bulletin/volumes/83/8/632.pdf
http://www.who.int/bulletin/volumes/83/8/632.pdf
http://www.who.int/bulletin/volumes/83/8/632.pdf
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BOX 1.  Guiding Principles for Improving Information Management

Understand health service functions and responsibilities. Because an HIS is linked 
to the health management cycle, a prerequisite for improving an HIS is a clear 
understanding of the functions and responsibilities of each health service, program, 
level of operations, and sector (public, private, community, CSO, NGO) involved in 
delivering health services.

Focus on improving health and health services. Any change to health recording and 
reporting should be made for the purpose of improving the performance of health 
services. It is important to seek ways to meet information needs at higher levels of the 
health system without asking managers and providers to record and report data not 
used at the service delivery level.

Strengthen existing systems. Although it may be tempting to completely redesign 
systems and integrate parallel, program-specific reporting systems, the time, money, 
disruption, and other costs of doing so often outweigh the potential benefits. Few efforts 
to develop fully integrated HISs have proven successful. A better alternative is to set 
standards for data formats and coding that facilitate the exchange of data between 
separate systems.

Ensure national ownership. All activities to develop or improve an information 
system should be carried out by in-country working groups, managed by national staff. 
It is essential to involve not only information systems staff but also the managers 
and service providers who are the primary users of the information. If an external 
consultant is necessary, this person should assume a facilitating role that allows 
local personnel to develop their own system. Through active participation, they will 
understand and own the methods and instruments in the system and, in the process, 
become better able to maintain it.

Build the skills of health personnel. These skills include the recording, reporting, 
transmission, processing, presentation, analysis and interpretation of data, and the 
use of data for decision-making. How to use and maintain computer systems can also 
be taught. The recommended approach for building these skills is “learning by doing” 
through: 

■■ in-service workshops in which health service staff and data managers work 
together to solve real problems using real data;

■■ involving national personnel in planning and implementing studies and designing 
system changes; 

■■ clarifying roles and responsibilities through consensus building.

Use technology appropriately. You can use computers for database maintenance, report 
generation, data analysis, and communications if your computer systems and software 
can be maintained locally with existing staff. But make sure that computerization 
does not slow the flow and access to data, add an excessive burden to workloads, or 
encourage falsification, thereby reducing data reliability. 

Go to MSH’s Electronic Resource Center for links to additional guidance on 
managing information.

www.msh.org/resource-center/health-systems-in-action.cfm
http://erc.msh.org/mainpage.cfm?file=1.0.htm&module=info&language=English
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Monitoring as a path to action

the importance of routine monitoring
Why is evaluation not sufficient on its own? In the development community, some organi-
zations tend to rely more on evaluation studies than on solid program monitoring. Many 
intend to carry out both monitoring and evaluation but, in practice, they commonly focus 
more time and resources on evaluation. 

Donors, governments, and organizations might favor evaluations because they give hard 
evidence of progress, such as contraceptive prevalence (a typical outcome measure for 
family planning/reproductive health) measured through an annual household survey. 

Monitoring cannot produce the result or outcome indicator—the hard evidence that these 
contraceptives are actually being used. It can only provide a progress indicator or bench-
mark, such as the monthly distribution of contraceptives, that enable you to track prog-
ress toward operational goals. You can monitor the distribution of products but cannot 
conclude that the products were actually used.

But for you, the manager, distribution data represent exactly the type of information you 
need to show progress toward your goal and to do your job effectively.

Take, for example, a behavioral change intervention in Peru described and analyzed in the 
following box.

In the context of government health services, district and facility managers need to moni-
tor both output and coverage indicators. Indicators of coverage tell the health manager 
whether essential services are being provided for specific target groups so that rapid action 
can be taken to address gaps in services for underserved communities or subgroups.

A good monitoring system gives you the critical information to manage the intervention 
and take prompt corrective action. An evaluation cannot give you this type of informa-
tion. When you see a good monitoring system, therefore, a manager is usually driving it 
because he or she needs actionable monitoring information from the M&E system. 

producing actionable information
Actionable information is data you can use to make a decision and take action. It helps 
you identify gaps in performance and find ways to fill these gaps. To be actionable, infor-
mation gained from monitoring must be based on useful indicators produced in a simple 
format that is on time for the planning or reporting cycle.

“Actionable” means different things to different clients. The information the manager 
needs is not the same type of information the executive director of an organization or the 
minister of health would use for reporting to donors, politicians, or the media. 

How can actionable information be produced for the manager? 
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First, the indicators must be useful to the manager. They must be directly related to the 
organization’s operational plan (or the intervention plan) and the expected results. Some 
organizations have a tendency to focus on process monitoring between KAP surveys. 
This means they monitor processes such as training: who was trained, on what topics, and 
when. This is important, but it is not enough. Process monitoring does not monitor prog-
ress toward results. It simply tracks the completion of activities. 

In addition to process monitoring, managers also need to monitor proxy indicators, 
which are as close as you can get to the actual results during the implementation of a set of 
activities when results are not yet easily measurable. Proxy indicators are indirect measures 
that approximate or represent a target or result when direct information is not available. 

In the case of delivery of family planning services, for example, because certain contracep-
tives are distributed through the health center, monitoring data should come from the 
health center. While you cannot conclude that the target result has been achieved—that 
the products are actually being used by the beneficiary population—the distribution infor-
mation gives you clues about the potential success of the activities. Most of the data for 
monitoring proxy indicators can be obtained from the HIS.

Next, actionable information should be provided in a usable format. Often managers are 
given too much information in a format that is too complicated. You need a simple tool 

Monitoring for Better Program Management in Action— 
An Example from Peru

A local family planning organization in Peru carried out a communication campaign to 
increase contraceptive prevalence in the organization’s catchment area. They developed 
the materials and trained community health workers to educate the women in their 
villages. The organization planned to conduct only a baseline survey and follow up with 
knowledge, attitudes, and practices (KAP) surveys. These were necessary first steps and 
good methods to evaluate the effectiveness of the campaign, but would they provide 
actionable and sufficient data to meet the manager’s needs? No, because the results 
would come in after the campaign was completed. The manager needed information to 
take corrective measures while the communication campaign was in progress.

Put yourself in the place of the manager in this scenario. What do you need to monitor? 
You could start with monthly contraceptive distribution during the communication 
campaign, using data that are easy to obtain from the commodity warehouse. Stock 
movements of contraceptive products in the supply chain would indicate that the 
campaign was creating demand, while no movement could indicate that the campaign 
or the supply system is not working properly. Are you seeing spikes in distribution 
during the campaign? Is there greater movement of contraceptives during the campaign 
than there was before it? 

If you see no change after two to three months, you know that something needs to be 
fixed with the communication campaign or the supply chain, or both. You will need 
to make site visits to pinpoint the reasons. Are stock-outs the problem? Is there no 
change in distribution because there are no products? Or is there no change because 
the radio station did not air the communication spot? Or perhaps the community-based 
distribution (CBD) agents never received the flip charts and models they needed to 
educate women in their communities?

www.msh.org/resource-center/health-systems-in-action.cfm
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that feeds back only the essential information. You can learn more about such tools in the 
section of this chapter entitled “Features of a Good Monitoring Tool.”

Finally, managers need to receive the information on time so they can act on it. Projects 
implemented by organizations and funded by the government or a donor often run on 
two time frames. 

For example, you may be managing a project that runs for five years, broken down into 
annual reporting cycles based on annual operational plans. To monitor the annual plan 
and file your required reports, however, you need information quarterly. If your health 
centers submit their data after the designated deadline, the information will come in too 
late for your reports.

Information in Action to Improve Services— 
Experiences from Bolivia and South Africa

Using Information to mobilize the supply chain. The iron folate supplementation 
program in Bolivia was a community mobilization activity implemented by several 
NGOs in rural areas of the country. 

A problem showed up only after three months of implementation. If the manager had 
relied solely on process monitoring, she would have seen that all activities had been 
carried out on time and as planned. However, monthly data from the health centers 
in the catchment areas served by the program showed that in many communities, 
distribution of iron folate to pregnant women had remained at zero since the first 
month of program implementation. 

The manager immediately investigated and found out there were stock-outs in 16 health 
centers. Even though there was a written protocol for the distribution of iron folate, and all 
health centers were supposed to stock it among their supplies, historically there had been 
no demand for this product. The health centers had long ago decided to stop carrying it.

The manager brought the problem to the attention of the vice minister of health, and 
within days the Ministry of Health mobilized its entire supply chain to ensure sufficient 
inventory throughout the chain. By the end of the year, iron folate supplementation had 
dramatically improved across the country. All this happened thanks to a simple monthly 
monitoring tool that allowed the manager to take corrective actions early during 
implementation.

Simplifying data collection and encouraging use of the data. It is generally 
acknowledged that if data collection and processing are too cumbersome, data quality 
and use will tend to decline. In South Africa, nurses in health centers are often required 
to carry out two functions: (1) to provide care to their clients and (2) to collect and use 
data. The problem is that the nurses are primarily dedicated to caregiving and view data 
collection as an unnecessary burden on top of their other daily responsibilities. 

A group of South African nurses who recognized the importance of information in the 
provision of services wanted to make the collection and use of routine data part of 
their daily work. They realized that it was necessary to both reduce the amount of data 
needed and simplify the collection process.

As a result, they created a simple “tick register”—a checklist—that allowed them to 
see, at the end of each day, a snapshot of the care they had provided. At the end of the 
month, they could quickly tabulate and analyze the data on their services. This type of 
daily and monthly summary of their activities was immensely satisfying. It motivated 
their ongoing use of the register to track, analyze, and improve services. 
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Practical M&E tools and approaches

frameworks for the design and m&e of health services
The results of health services and programmatic interventions can be measured at dif-
ferent levels. Many M&E guidelines are based on a chain of five levels of results: inputs, 
activities, outputs, outcomes, and impact. Figure 4 summarizes the results levels that can 
be monitored and evaluated. 

To better understand the results chain, consider the following definitions:

■■ Input: The materials and resources needed to carry out your team or unit’s 
implementation plan and achieve the desired result. Examples include finan-
cial, technical, human, supply, and commodity resources.

■■ Process: The activities carried out through your implementation plan. 
Examples include training service providers, improving the supply manage-
ment system, and distributing family planning methods. 

■■ Output: The immediate product of an activity. Examples include the number 
of people trained, number of new users of contraceptives, and the quantity 
of products distributed.

■■ Outcome: A short-term change in a population group as a result of a set of 
activities. Examples include changes in coverage of prenatal care, proportion 
of safe deliveries, knowledge and attitudes of FP/RH methods, unmet need 
for family planning, and contraceptive prevalence rates.

■■ Impact: Long-term changes within a beneficiary of population group. 
Examples include changes in the total fertility rate and maternal morbidity 
and mortality rates.

Two types of frameworks are commonly used to plan and organize the design of an inter-
vention or service and its M&E plan: logical frameworks and conceptual frameworks. 

FIGURE 4. L evels in the Results Chain
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logical frameworks
Since the development of the logical framework approach for the US Agency for Inter-
national Development (USAID) in 1969, Logical frameworks (also called LogFrames or 
Logic Models) have been adopted with various adaptations by numerous bilateral and 
international development organizations. 

Figure 5 shows the elements of a LogFrame. 

The LogFrame helps managers and teams answer the four key questions:

1.	 What are we trying to accomplish and why?
2.	 How will we measure success?
3.	 What conditions must exist at each stage of our intervention?
4.	 What resources and processes will we need to get there?

LogFrames help identify the causal links in the results chain: inputs → processes (activi-
ties) → outputs → outcomes → impact. These causal links shape the logic of the interven-
tion and guide the selection of indicators for each stage in the results chain. 

FIGURE 5. T ypical Elements of a Logical Framework

Objectives Indicators
Means of 
Verification Assumptions

Goal
The ultimate aim 
or intended impact 
of the intervention 

Measures used to 
assess the degree 
to which the goal 
has been achieved

Methods and 
sources of 
information for 
measuring or 
assessing goal 
indicators 

Factors or 
conditions 
necessary for long-
term sustainability

Purpose/Outcome 
The expected 
benefits or changes 
to be achieved 
among clients, 
communities, 
organizations, or 
systems

Measures used to 
assess the degree to 
which the purpose/
outcome has been 
achieved

Methods and 
sources of 
information for 
measuring or 
assessing purpose/
outcome indicators

Factors or 
conditions 
necessary for 
program success 
at this level and 
progression to the 
next

Outputs
The tangible, direct 
results of program 
activities expected 
to attain the 
purpose

Measures used to 
assess the degree 
to which the 
outputs have been 
produced

Methods and 
sources of 
information for 
measuring or 
assessing output 
indicators

Factors or 
conditions 
necessary for 
program success 
at this level and 
progression to the 
next

Processes/Activities 
The actions a 
program takes to 
achieve the stated 
objectives

Inputs/Resources 
People, time, 
materials, funds 
needed to carry out 
activities

Methods and 
sources of 
information used 
to show that 
activities have been 
completed

Factors or 
conditions 
necessary for 
program success 
at this level and 
progression to the 
next
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To understand how a LogFrame makes explicit the logic of an intervention, take another 
look at Figure 5. A series of “if-then” relationships connects each component of the Log-
Frame. 

1.	 If the necessary resources are available, and assuming that specific favorable 
conditions exist, then program activities can be implemented, and… 

2.	 …if program activities are implemented successfully, and assuming that 
specific favorable conditions exist, then the desired outputs and outcomes 
can be attained, and… 

3.	 …if the desired outputs and outcomes are attained, and assuming that spe-
cific favorable conditions exist, then the strategic goal can be met.

The LogFrame can be useful in conceptualizing a project during the planning period 
and in reviewing progress and taking corrective action during implementation. Like any 
framework, it has advantages and disadvantages, as seen in Table 1.

Appendix A in this chapter provides an illustrative LogFrame for a home visiting program 
developed by the Inter-American Development Bank.

conceptual frameworks
These frameworks are similar to LogFrames in that they describe a chain of results, but 
they take into account the underlying reasons why changes occur along the results chain. 
Where LogFrames merely state that activities will lead to ever-larger results, conceptual 
frameworks allow you to map out the factors you believe to be critical and to explain why 
these factors are important to success. 

This type of mapping helps you decide which factors should be monitored during the 
implementation of activities. When the data show that these critical elements have or have 
not been achieved, you can better understand why an intervention was or was not success-
ful and what could be changed in the future.

You can see the advantages and disadvantages of conceptual frameworks in Table 2.

TABLE 1. O verview of the Logical Framework

Advantages Disadvantages

■■ Improves the quality of intervention 
plans by requiring the definition of 
clear objectives and indicators and the 
analysis of assumptions and risks.

■■ When used regularly during an 
intervention, an effective management 
tool to guide implementation and M&E.

■■ Summarizes the design of complex  
plans.

■■ Supports the preparation of detailed 
implementation plans.

■■ Assumes a linear relationship between 
inputs-outputs-outcomes that does 
not take into account other influencing 
factors.

■■ If used rigidly during the design process, 
may stifle creativity and innovation.

■■ If not updated during implementation, 
can be a static tool that does not reflect 
changing conditions.

■■ Training and follow-up often necessary 
to use this approach correctly.
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The Pathway to Change is a particularly useful example of a conceptual framework. This 
model uses an “if-then” format to show, step-by-step, how the outcomes were conceptual-
ized and will be achieved. Figure 6 is an example of a Pathway to Change for a six-month 
municipal health project in Nicaragua.

The Pathway to Change. The Pathway to Change is featured in this chapter because of its 
usefulness to managers and its benefits as a team-building activity. Developing a Pathway 
to Change is usually a participatory process that allows your team or unit and other stake-
holders to design an intervention and determine how it will work. The final product is a 
map that shows how one action relates to another and another and how they all add up to 
the desired result. Constructing a pathway often exposes the underlying beliefs that people 
in an organization hold about how their actions achieve change. 

Creating a Pathway to Change has several benefits. First, it requires your team to examine 
each proposed action and answer these questions: 

■■ Does every activity lead to our desired result? If not, should some activities 
be changed, added, or eliminated? 

■■ Are the activities sequential? Are they connected in a logical way? Do they 
build upon one another as a rational and coherent set of actions? 

■■ Have we thought of all the outputs and outcomes needed to reach our 
desired result?

■■ Do we have the resources we need to implement our proposed activities?
■■ How long will it take to reach our desired result?
■■ What other factors might enhance or impede each of the activities in the 

pathway?

Second, your team must make explicit, and agree on, the underlying logic of an inter-
vention plan. That is, they must show, on paper, how each action will lead to the desired 
change at each level of the map. Finally, the pathway outlines what outputs and outcomes 
the team should monitor and which indicators you should use. 

TABLE 2. O verview of the Conceptual Framework

Advantages Disadvantages

■■ Provides a flexible, visual mapping of 
complex intervention plans

■■ When used regularly during 
implementation, allows early feedback 
about what is or is not working and why

■■ Assists in the identification of 
unintended side effects

■■ Helps in prioritizing which issues to 
investigate in greater depth, perhaps 
using more focused data collection 
methods or more sophisticated M&E 
techniques

■■ Can become overly complex if the scale 
of activities is large or if an exhaustive 
list of factors and assumptions is 
assembled

■■ Stakeholders might disagree about which 
determining factors they feel are the 
most important
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How do you read a Pathway to Change map? A pathway can be read like a flow chart, 
with boxes and arrows showing the relationship between actions and effects, as shown in 
Figure 6. The desired result appears at the top of the pathway, and the outcomes that must 
be reached in order to get there are arranged on the next layer. The outputs that must be 
produced in order to achieve the outcomes are arranged on the next layer down. And, 
finally, the activities are at the bottom. 

When read from bottom to top, the map shows which activities are needed to get to the 
outputs, and which outcomes are needed to reach the top. You must always be able to 
trace a pathway from the beginning of your actions to the expected result.

It can be helpful to think of the pathway in terms of an organizational chart: you could 
start at the bottom of the chart as an administrative assistant, move up to office coordina-
tor, then to management, and then up to the director’s office. 

FIGURE 6. E xample of a Pathway to Change

Outcome 1:
80% of patients 

are satisfied with 
services provided at the 

health center

Outcome 2:
60% of women 

15–49 years in the 
health center catchment 

area understand the 
importance of FP 
for birth spacing

Outcome 3:
All modern 

contraceptive 
methods are available at 

the health center

Output 1:
Waiting times 
at the health 

center are reduced 
from 40 to 20 

minutes

Output 2:
All patients 
are offered 

counseling in a 
private space at 

the health 
center

Output 3:
Female 

volunteers 
conduct weekly 

talks on RH 
topics in the 
community

Output 4:
All 

contraceptive 
stocks are 
monitored 

weekly

Activity 1:
Conduct 

patient flow 
survey and 
carry out 

recommenda-
tions

Activity 2:
Convert 

corner of 
health center 

for patient 
counseling

Activity 3:
Mobilize NGO 

partners to 
print IEC 

pamphlets

Activity 4:
Mobilize NGO 

partners to 
train/equip 

female 
volunteers

Activity 5:
Recruit 

community 
leaders to 
support 

weekly RH 
talks

Activity 6:
Develop 

recording and 
ordering 

system for 
contraceptive 

supplies

Desired Result:
Increase in the percent of family planning 
users from 50% to 52% during the period 

June 2006 to December 2006
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Creating a Pathway to Change. To develop a Pathway to Change, your team maps the 
change backwards. You start at the end of the pathway (the top of the chain) and define 
the long-term goal of the organization or the desired result of an intervention. Then you 
fill in the map by working from top to bottom, where you finally identify the main activi-
ties: the first elements in your implementation plan. 

As you move down the pathway, ask three questions: What outcomes need to happen to 
contribute to the long-term goal? What outputs need to happen before that to achieve the 
outcomes? and What activities need to happen before that to produce the outputs?

Designing an intervention in this way can help reveal the necessary conditions for reach-
ing the outcomes and long-term goal. It may take several tries to develop a Pathway 
to Change that everyone can agree on. Outcomes, outputs, and actions may be added, 
changed, and removed until eventually a map emerges that tells a story your team can 
agree on. The debate is often the most valuable part of the experience, because the team 
jointly defines the expectations, assumptions, and features of the change process. 

Using a “so that” chain to check the pathways in a Pathway to Change. A good way 
to check the logic of your pathway map is to reverse the process and create a “so that” chain 
for each activity. The example in Figure 7 shows how to do this for Activity 5 in Figure 6. 

FIGURE 7.  “So That” Chain for One Activity in a Pathway to Change

Train female volunteers from the 
community and equip them with 
the necessary IEC materials

so that

Female volunteers carry out weekly 
health education sessions on FP 
topics in the catchment area

so that

Women in reproductive years in the 
catchment area feel comfortable 
attending sessions given by the 
volunteers

so that

Women attend the sessions and 
learn about the importance of family 
planning for birth spacing

so that

More women in reproductive years 
seek FP methods at the health 
center and the percent of women 
supplied with methods increases 
2% during the project period (the 
desired result)
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The movement in the “so that” chain is the exact opposite of the Pathway to Change. You 
place each activity at the top of its own chain and move down through the chain to the goal 
or desired result. This sequence helps to confirm that each individual pathway in the larger 
Pathway to Change makes logical sense. 

To use this technique, you need to create a separate “so that” chain for each activity in 
your Pathway to Change. You begin by describing each activity and adding the phrase 
“so that,” followed by a description of what will happen next if that activity is completed. 
Continue doing this until you reach your long-term goal or desired result. 

Steps in developing an M&E plan

One of your essential M&E tasks as a manager who leads is to develop a plan that will 
help you and your team determine whether you have achieved your desired results and to 
track progress toward those results during implementation. This requires you to not only 
choose reliable indicators but also to measure these indicators in an organized way. Your 
M&E plan should specify which indicators you will measure, how they will be measured, 
when, and by whom. 

A well-designed M&E plan answers five questions: 

1.	 Is your expected result measurable?
2.	 What indicators will you use to monitor your outputs and evaluate your  

outcomes?
3.	 What are your data sources and how will you gather data from these sources? 
4.	 What are the time frames for each indicator? 
5.	 Who will collect the data?

These questions are important because, without a valid M&E plan, you may misinterpret 
the effects of your intervention. You may decide that it has had no effect when it actually 
has produced some positive results, or you may conclude that it had a positive effect when 
in fact it achieved no results at all—a more common and destructive error. 

Developing and using an M&E plan ensures that comparable data will be collected on a regu-
lar and timely basis, even when staff changes over time. Table 3 summarizes the steps in devel-
oping and implementing an M&E plan. The rest of this section describe each step in detail.

step 1: define the expected results
The first step in developing the M&E plan is to determine an appropriate level for results. 
Together, the type and scope of the intervention, available resources, and time frame for 
implementation determine a feasible result. 

As you saw earlier in this chapter, interventions led by donor-funded organizations and 
government services typically lead to outputs or outcomes. Although impact takes a long 
time to achieve and is usually not within the scope of a single set of activities, it is impor-
tant to include it in your M&E plan so it is clear what your intervention will contribute to 
in the long term.
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TABLE 3.  Steps for Developing and Using an M&E Plan

Steps Pointers

1.	 Define expected 
results

■■ Results should be identified according to the scope and time 
frame of your intervention.

■■ Results should meet the SMART criteria (Specific, Measurable, 
Appropriate, Realistic, Time bound). 

2.	 Select indicators ■■ Indicators should conform to the qualities of a good indicator. 

■■ Indicators should be affordable, easy to collect, and 
comparable over time and in different locations.

■■ For priority health problems and essential services, use 
standard or national core indicators.

■■ Select a minimum number of key indicators, making sure 
that selected indicators are really necessary to measure your 
desired results. 

3.	 Identify data 
sources

■■ Identify where the data for each indicator will come 
from. Common data sources include service statistics, 
organizational records, clients, or the community. 

4.	 Determine data 
collection methods

■■ Select the most appropriate and reliable data collection 
method for each indicator. These could include a review 
of logbooks or registers for service statistics, the use of 
observation checklists, client exit interviews, or a sample 
survey for community-based data.

■■ Decide on the frequency of data collection. You could collect 
only baseline and post-intervention data or you may need to 
collect daily, monthly, or quarterly data, depending on the type 
of indicator. 

■■ For each indicator, assign responsibility for data collection to a 
particular office, team, or individual.

5.	 Collect baseline and 
post-intervention 
data

■■ Recognize that baseline results will be used to determine your 
targets.

■■ Clearly define the duration covered by the baseline, since you 
need a similar time period for comparison at the end of the 
implementation period.

■■ Use the same methodology and tools for data collection as for 
the baseline and post-intervention measures.

6.	 Share and use  
your results

■■ Schedule meetings, workshops, and reports to present results 
to project staff, management, and other key stakeholders. 

■■ Present options for learning and action based on M&E results.
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To determine at which level you should monitor and evaluate your results, it is useful to 
revisit and expand on the results chain, beginning on the right with the ultimate result 
(impact) and moving back to the necessary materials and resources (inputs). 

Inputs → Processes → Outputs → Outcomes → Impact

■■ Impact: These results are measured at the population level, take a relatively 
long time to achieve (usually three to five years), and require the combined 
effort of several interventions and even several organizations. As a manager, 
you may not be responsible for measuring impact, but you will want to 
include it in the logic of your M&E plan so you know what your organiza-
tion and its partners aim to achieve in the long run.  

■■ Outcome: In most cases, managers are responsible for measuring results 
at the output and/or outcome levels. Outcomes are a result of activities 
designed to produce a behavioral change in providers or clients. Outcomes 
are often measured in terms of changes in service coverage and changes in 
the knowledge, attitudes, and practices of a beneficiary population.  
	 An outcome could be the initiation of a proven practice for service 
delivery, the adoption of new management approaches, or the successful 
advocacy for health policy design. It could also be an increase in women 
delivering at a health facility or children fully immunized. In most cases, a 
clear relationship between outputs and outcomes can be established.

■■ Outputs: Outputs are the direct products of activities. They should be moni-
tored throughout implementation as an essential element of good manage-
ment. M&E plans should define the expected output of each activity as a 
product. For service delivery units, this usually means service outputs (for 
example, number of clients served or length of client waiting times).  
	 For organizations that do not provide direct health services, this might 
mean the distribution of health products or the provision of training (for 
example, number of family planning commodities distributed or number of 
participants trained). 

■■ Processes: Monitoring of processes or activities is largely an accountability 
measure, ensuring that activities are conducted on time and with sufficient 
resources. Monitoring at this level plots progress in implementation against 
proposed time frames and the use of resources against budgets. It is usually 
carried out through traditional quarterly, semiannual, and annual reporting. 

■■ Inputs: When developing an intervention, you must identify the number 
and types of resources needed to implement the activities. Performance can 
be monitored in terms of the quantity and types of inputs provided and the 
number and timing of activities carried out. 

The next step in defining the expected results is to make sure that they meet the SMART 
criteria (see Table 4). You can monitor and evaluate progress toward a result only if that 
result has been defined in measurable terms. 

Here is an example of a measurable result for an intervention whose purpose is to promote 
immunization coverage in children between the ages of 12 and 24 months: The proportion 
of fully vaccinated children aged 12–24 months in the catchment area will increase to 70 
percent within the next year.
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step 2: identify the indicators and their definitions
Indicators are normally percentages or proportions representing the extent of a specific 
condition in the population of interest. They also can be an absolute value, such as the 
number of occurrences of a health event (e.g., a maternal death or a case of malaria). 

Every indicator needs a detailed definition. Is it a qualitative or quantitative indicator? 
If it is a percentage, what are the numerator and denominator? The definition should be 
detailed enough to ensure that different people at different times can collect identical 
types of data for the indicator. 

You will see what characterizes a good indicator in Box 2.

Indicators can be classified as indicators of health status or of the performance of services.

Indicators of health status might include the:

■■ number of cases and deaths due to specific diseases in a given time period;
■■ proportion of the population that has a disease or condition at a particular 

point in time or over a period of time;
■■ proportion of the population with a factor or condition that puts them at 

risk of disease such as low knowledge or unsafe behavior.

Indicators of performance might include the:

■■ proportion of a beneficiary population having received a specific service;
■■ proportion of a beneficiary population demonstrating specific health knowl-

edge and behaviors;
■■ proportion of facilities and staff demonstrating adherence to particular ser-

vice standards or achieving stated objectives;
■■ proportion of facilities adhering to defined standards of functional manage-

ment (e.g., staffing, availability of medicines, recording, and reporting).

TABLE 4.  Criteria of a SMART Result

Criterion Description

Specific (S) Clearly written and understood. The desired result is specific 
enough to be measured by a frequency, percentage, or number.

Measurable (M) It is possible to monitor progress and evaluate results. The desired 
result is framed in terms that are measurable.

Appropriate (A) The desired result is appropriate to the scope of your work and the 
mission of your organization.

Realistic (R) The desired result is achievable and within the control of your 
organization. It can be realistically achieved using the resources 
available and within the time frame of your implementation plan.

Time bound (T) There is a specific time period for achieving the desired result.
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Additional guidance on indicators can be found in: “Compendium of Indicators 
for Evaluating Reproductive Health Programs” and “Menu of Indicators on 
Management and Leadership Capacity Development.”

step 3: identify the data sources
You now need to identify a data source for each indicator in the M&E plan, selecting data 
that are readily available from a credible source and that your organization can afford. Ide-
ally you would choose data that are already available through the organization rather than 
launch a new data collection strategy, which could be costly and time-consuming. 

A good way to start is by asking: What data do we already collect routinely and systemati-
cally? You should always consider the advantages and disadvantages of each data source. 
Please refer to the section “Selecting Your Data Sources” for more information on the pros 
and cons of some common data sources. 

You should be as specific as possible about the data source, so the same source can be used 
consistently throughout your intervention. Changing data sources for the same indica-
tor can lead to inconsistencies and misinterpretations. For example, if you are measuring 
infant mortality rates, switching from estimates based on a large-scale survey to estimates 
based on hospital statistics can lead to a false impression of change.

BOX 2.  Qualities of a Good Indicator

Valid: The indicator measures what it is intended to measure.

Reliable: Measurement of the indicator would be the same no matter how many times 
measurement is carried out.

Precise: The indicator is defined in clear, specific terms so that it can be measured. The 
indicator may be qualitative (descriptive), discrete (Yes/No), or based on quantitative 
levels or proportions, as long as it is clearly measurable.

Easily understood: Both experts and nonexperts can grasp the meaning of the indicator. 

Discrete: The indicator captures a single component or aspect of a more complex result. 
It measures only one thing, not a set of things. 

Timely: The indicator can be measured at appropriate time intervals according to the 
availability of data.

Comparable: When possible, the indicator avoids narrow or unique definitions whose 
values would be difficult to compare with other results.

Feasible to use: Data for the indicator are easy to obtain from a credible source and 
relatively inexpensive—affordable within your organization’s resources. If such data are 
not available, methods exist for obtaining them in the future.
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step 4: determine data collection methods
The next step is to define the methods or tools that you will use to collect data for each 
indicator. For indicators based on primary data (data that you collect yourself), you 
should describe the type of instrument needed to gather the data. Examples might be 
structured questionnaires, direct observation checklists, or scales to weigh infants. 

For secondary data (data collected by others that is available for your use), you should 
explain the method of calculating the indicator and the source of data, providing enough 
detail on the calculation method so that others can replicate it. Remember, while it is 
easier and less expensive to use secondary data, its quality is often less reliable than that of 
primary data. 

It is also important to note the frequency of data collection for each indicator. Depending 
on the type of indicator, you may need to collect data monthly, quarterly, annually, or even 
less frequently. When developing the data collection schedule for each indicator, consider 
the need to provide timely information to decision-makers in your organization. Assign-
ing responsibility for data collection to individuals or groups in your staff will help ensure 
that the data are collected on time. 

The information from Steps 1–4 will provide the content of your monitoring and evalu-
ation plan. Table 5 shows the elements of an M&E plan for a clinical mentoring program 
for voluntary counseling and testing (VCT) facilities. 

step 5: collect baseline and follow-up data
Collecting accurate baseline data is one of your most important M&E tasks. Baseline data 
provides the starting point for setting the goals that you and your team hope to reach and 
for tracking changes in indicators over the life of your intervention. In this way, baseline 
data help fine-tune an expected end result.

You will need to collect baseline data on each indicator before your activities begin. These 
data identify the starting point from which you can assess progress. Then, at different points 
during implementation, you will collect follow-up data on each indicator for comparison 
with baseline levels and anticipated results. This allows you and other decision-makers in 
your organization to assess the progress of each intervention or service and make needed 
changes along the way. 

Consider the example in Box 3.

Why track changes in indicators during implementation? The indicators in an M&E plan 
are linked to the immediate (output) and long-term results (outcomes) that managers 
need to monitor. Changes in indicator values over time show whether these results are 
moving up or down, or staying the same. This tells the manager whether the interventions 
and strategies are working as planned to reach the desired results. 

At the end of the implementation period, you will need to collect data on your indicators  
in order to compare final levels to your baseline and to your anticipated results. Depending 
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TABLE 5. E xample of a Monitoring and Evaluation Plan

Objective: Health care workers (HCWs) who have received classroom training improve their ability to 
provide antiretroviral therapy (ART) according to national guidelines

Activity/ Output Indicator Data Source
Frequency of 
Data Collection

Responsible 
Person

Timeline/
Deadline

Experienced 
HIV clinicians 
recruited to 
serve as clinical 
mentors at 
five regional 
hospitals

Number of 
mentors 
recruited 
and placed 
at regional 
hospitals

Employment 
records

As completed Deputy director 
for clinical 
programs

September 2008

Physicians at 
five regional 
hospitals 
receive one-on-
one mentoring 
in ART

Number of 
sites receiving 
clinical 
mentoring

Number of 
physicians 
receiving 
one-on-one 
mentoring

Number of 
days of clinical 
mentoring 
provided

Mentor 
monthly 
reports

Monthly Mentors March 2009

Outcome Indicator Data Source
Frequency of 
Data Collection

Responsible 
Person

HCWs increase 
knowledge of 
ART

80% of 
participants 
achieve score 
85% or more 
correct on 
posttest

HCWs improve 
skills in 
delivering ART

Percent of skills 
demonstrated 
on competency 
checklist

Special study Dates TBD Deputy director 
for clinical 
programs

Source: International Training and Education Center on HIV, p. 2.
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on your indicators, you may also need to collect follow-up data at an agreed-on time to 
determine whether the changes are maintained after the completion of your intervention.

A note on using indicators for an evaluation. Most M&E efforts emphasize the selection 
of well-defined indicators to set goals and measure changes in health conditions or services.

But it is important to remember that indicators simply serve as markers. Indicator data 
provide clues as to whether an intervention or set of activities is on schedule and expected 
results are being achieved. They do not answer questions about why results are—or are 
not—achieved. They do not explain unintended results, linkages between interventions 
and results, or causes of perceived results that arise outside the intervention. Thus, they 
cannot prescribe actions that should be taken to improve results.

Indicator data must, therefore, be interpreted carefully. They simply point to results that 
need further exploration, rather than providing a definitive assessment of success or fail-
ure. An evaluation study is normally carried out to determine whether an intervention can 
be considered a success and why.

In general, as you move up the hierarchy from activities to long-term outcomes, M&E 
becomes more complicated. At the process and output levels, you can easily track which 
activities have been completed and their immediate results. This is operational informa-
tion—information you can use for day-to-day management decisions. However, to iden-
tify and measure the outcomes that result from the synergy of outputs, you will probably 
need to integrate qualitative and quantitative information and rely less on single quantita-
tive indicators.

Remember that when a desired improvement—in service performance, providers’ or 
beneficiaries’ knowledge and behavior, or the trend of a health problem—is confirmed 
through M&E, it does not prove that the intervention itself brought about that change. 
Other things may have been going on within the service or in the larger environment that 
caused the change. Of course the same is true for negative results or results indicating no 
change in outcomes. 

BOX 3.  Using Baseline Data to Adjust Results

A child survival team is proposing an intervention with a specific and measurable result, 
as follows: In the next 12 months, 40 percent of children aged 12–24 months in the 
catchment area will be fully immunized.

To determine whether their program can actually achieve this result, staff need to 
measure current vaccination levels. Their review of the data shows that only 10 percent 
of children in the catchment area are fully immunized by the age of 24 months. That is 
their baseline. 

The manager realizes it will not be possible to reach the target level of 40 percent 
immunization coverage in just 12 months. So the manager and her team revise their 
expected result to something that is more realistic reasonable but still significant: In the 
next 12 months, 20 percent of children aged 12–24 months in the catchment area will be 
fully immunized.
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step 6: share and use your data
In the rush to start collecting data, some managers forget to plan a process for reflect-
ing on the information and making changes to improve the performance of activities. To 
make sure that data will be used—not just collected—think about how you and your team 
will disseminate the M&E information and obtain feedback from different stakeholders.  
A few basic questions will guide you:

■■ Who needs what kind of information and when do they need it? 
■■ What type of setting should you use to communicate results to staff, senior 

management, and other key stakeholders? Is it sufficient to circulate a 
report, or should you organize a meeting or workshop?

■■ Should you also organize community meetings to solicit feedback from your 
beneficiaries on the initial M&E findings?

■■ How should you present information so it will be useful to different 
decision-makers? Should the information be presented visually, in charts, 
graphs, or maps? For guidance on the presentation of data and results, please 
see the M&E Guide for Facilitators of Leadership Development Programs.

Using Results to Improve Routine Data in Action— 
An Example from Pakistan

In Pakistan, through the support of the PRIDE Project, 10 subdistrict teams applied 
the Performance Assessment and Improvement Process—Public Health (PIP-PH) set of 
procedures and formats to address health problems that they identified as most serious 
for their populations. They used the PIP-PH to prioritize problems and services most 
needing short-term attention for improvement. 

As part of the PIP-PH process the teams also designed a format for a Health Watch 
Framework for their subdistricts as a whole and the facilities within them. Each team 
selected indicators to measure the status of two priority public health problems, the 
related essential services, and the constraints affecting those services. 

The teams used the Health Watch forms to establish baseline values for the indicators 
and then to monitor these values as the interventions proceeded over time. Facilities 
reviewed and updated the form each month; the subdistrict teams, including facility 
managers, reviewed and discussed the revised forms each quarter. 

The subdistrict teams used the information to analyze the reasons for progress or lack 
of progress so that they could provide support to facility managers. The process spurred 
facility managers to improve the completeness and accuracy of routine data so that 
they could use the information to more effectively monitor health events and essential 
services and make needed improvements.

Examples and detailed information about the PIP-PH and the Health Watch 
Framework appear in the PRIDE Project 2007 Annual Report.

For additional approaches to using data to improve the performance of an 
organization, team, health service, or intervention, please see Performance 
Assessment and Improvement (PAI) process on the Leadership, Management 
and Sustainability (LMS) Program website..

www.msh.org/resource-center/health-systems-in-action.cfm
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M&E should be undertaken with the purpose of immediately using the results to identify 
gaps in performance and take action to reduce or fill those gaps. You should always plan 
ways to use M&E results for learning and action. For example, if project activities are not 
leading to the desired products, what should you do about it? If essential services are not 
achieving anticipated coverage levels or reaching specific groups of people, what needs to 
change? And how can you bring these facts to the attention of the right people in order to 
obtain a rapid response? 

Designing an M&E tool

monitoring and evaluation traps
There are a number of common pitfalls that can prevent you, as a manager, from improv-
ing the M&E function in your organization.

■■ Over- or under-planning. Some of you may spend too much time develop-
ing the M&E plan, which can lead to elaborate plans that are too complicated 
to use. Or managers who are overeager to implement M&E interventions 
may get started before they have completed an M&E plan. This means that, 
by the time the plan is worked out, it is often too late to get a viable baseline 
and M&E must be deferred. In these cases, the manager may have to settle for 
some sort of evaluation later, without baseline data to use for comparison.

■■ Neglecting continuous monitoring. Another trap that is easy to fall into is 
the failure to build continuous monitoring into the implementation of activi-
ties. This is often due to lack of experience. Many managers have not had 
access to useful monitoring tools (which are rare). They may not have received 
timely results or feedback from the M&E system in the past, so they may 
not see the value of routine monitoring. In addition, managers can easily get 
caught up in the details of implementation and neglect routine monitoring.

■■ Overdoing it. Still another monitoring trap is trying to track data on every 
possible indicator. Attempting to capture data on too many factors makes 
the monitoring process so complicated that it becomes imprecise. It also 
slows the process, so that by the time the data are collected and analyzed, 
they are no longer useful. Monitoring tools that are too long and compli-
cated do not get used. What happens then? The manager skips monitoring 
altogether and has to resort to evaluation.

If you have encountered these problems, it is time to change your approach. You can 
develop a simple M&E plan and use simple monitoring tools. Figure out what you should 
measure in order to obtain data within three to six months; the time frame will depend 
on your organization’s planning and reporting cycles. Also figure out what, at a minimum, 
should be measured in a longer-term evaluation. Aim for simplicity even in the context of 
a complex set of activities.

Try to include only what you need to know. You can screen all proposed indicators before 
including them in the M&E plan, asking: Who needs to use this information, when, and for 
what purpose? If one output indicator is enough, perfect! Do not overburden monitoring 
with unnecessary indicators. In many cases, fewer data actually provide more information.
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features of a good monitoring tool
As a manager, you do not need to know everything to manage a service or intervention. 
You need information now. You need a monitoring tool that can deliver sufficient infor-
mation in time to identify and correct problems as soon as they emerge. 

A monitoring tool should be easy to construct and use. Tables, checklists, and simple 
graphs are particularly useful methods of collecting, organizing, and presenting monitor-
ing information. 

At a minimum, your monitoring tool should enable you and your team to track:

■■ the status of activity implementation; 
■■ the delivery of outputs;
■■ the status of key outcome indicators vis-à-vis anticipated results, if appropriate;
■■ budget expenditures; 
■■ the availability of human and financial resources;
■■ obstacles to implementation and what is being done to overcome them. 

You need to be able to answer the following questions on a periodic basis:

■■ Have activities been implemented as planned, on time, and within the bud-
get? 

■■ What additional, unplanned activities have been carried out?
■■ What direct, tangible products or services have been delivered as a result of 

activities we have implemented?
■■ Are we on track for reaching our outcomes?
■■ Do we have the necessary resources (staff, money, medicines and supplies, 

etc.) to stay on track?

Box 4 illustrates the basic components of a simple monitoring tool.

BOX 4.  A Simple Monitoring Tool

Review Date: Outcome Targets:

Activities (per 

Implementation 

Plan) Status to Date
Expected 
Outputs

Dates for 
Completion Status to Date Comments

Challenges and Opportunities:

www.msh.org/resource-center/health-systems-in-action.cfm
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When used correctly, new technologies (e.g., Personal Digital Assistants or PDAs, “smart 
phones,” handheld computers) can make monitoring easier and increase the benefits of 
monitoring activities. Automated monitoring—data that can be pulled and processed 
automatically—can produce an easy-to-read, one-page summary of key indicators in a 
color-coded format that alerts the manager to areas that need attention. Timely informa-
tion on a few key indicators allows the manager to monitor progress and take corrective 
actions. 

This visual display of the most important information needed to manage a project is 
generally known as a performance dashboard. Performance dashboards can be used 
in any organization, department, or division. In public health organizations, dashboards 
are often used to monitor programmatic and financial indicators as well as the coverage, 
production, effectiveness, and quality of specific health services. A human resources dash-
board, for example, would include relevant indicators for managing: 

■■ employee retention
■■ employee turnover
■■ employee training
■■ skill gaps
■■ employee satisfaction
■■ employee costs, benefits, and overhead

Table 6 shows a performance dashboard created to monitor key indicators for voluntary 
surgical contraception (VSC) services. 

TABLE 6.  Illustrative Performance Dashboard for VSC Services

	 Service: Voluntary surgical contraception
	 Reporting Period: January 2009

No. Service Provision/Cost/	
Quality Indicator

Programmatic or 
Financial Goal/

Threshold
Number 

Achieved

Percent Completed

Min. Max 10 20 30 40 50 60 70 80 90 100

1 Number of VSCs performed 
during the month 8 10 7

2 Average cost of VSCs  
in US$ 100 120 110

3 Monthly budget of income 
from VSCs performed, in US$ 800 1200 770

4 Percent of VSCs performed 
by qualified personnel — 100% 60

5 Percent of VSCs with  
no complications 95 100 100

6
Percent of users satisfied 

with treatment received from 
personnel performing VSC

90 100 90

Adapted from Colindres, 2008, p. 6.



8.  Managing Information: Monitoring and Evaluation	 8:30

www.msh.org/resource-center/health-systems-in-action.cfm	 Health Systems in Action

You will find a description of the use of a performance dashboard for routine 
monitoring in a case study from a Bolivian NGO, the Center for Research, 
Education and Services (CIES).

For information on designing a dashboard, please see “Using Performance 
Dashboards to Monitor Organizational Achievements.” This paper helps to clarify 
concepts and defines key steps for developing performance dashboards.

Design an evaluation for learning

Despite the importance of routine monitoring, monitoring is not sufficient for you to 
be able to answer the “So what?” question. In other words, how have your activities and 
products contributed to improving coverage of services, increasing knowledge, or encour-
aging health-enhancing behaviors? 

Maybe a family planning communication campaign designed to increase contraceptive 
prevalence has led the government to stock district warehouses with contraceptive sup-
plies. So they can learn from this experience and design more effective campaigns in the 
future, the project managers still want to know whether the products were actually dis-
pensed to health facilities and distributed to clients. This section discusses how to design 
an evaluation for learning purposes.

There are two reasons for carrying out an evaluation. 

1.	 Evaluation provides information about the success of your team, unit, or 
organization in meeting its objectives. This information helps determine 
which activities to expand, modify, or eliminate. It can also reveal ways to 
improve the design and management of future activities. 

2.	 Evaluation can demonstrate accountability to your donor and other stake-
holders, including your government and the beneficiaries of your services. 

formative and summative evaluations
Managers can carry out two broad types of evaluations: formative and summative. 

Formative evaluation. This type of evaluation is conducted during the development and 
implementation of a program. Its purpose is to guide the design and implementation of 
activities that include the best or most promising practices that will increase the chances 
of success. Formative evaluation is more commonly used by large or long-term projects 
rather than small, short-term ones. However, small projects should at least conduct a brief 
review of best practices during the planning phase to support the logic and proposed 
content of the activities.

Formative evaluation includes a needs assessment to discern the desires and requirements 
of a population group and determine how best to meet them. It also includes process eval-
uation to investigate the process used for delivering an intervention. You can use process 
evaluation to assess whether activities have been conducted according to plan—in terms 
of the original design, estimated costs, and number of people to be served—and whether 
the quality of the processes used is in accord with the best known practices.

www.msh.org/resource-center/health-systems-in-action.cfm
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A process evaluation typically includes several approaches. It may involve a review of 
output data (e.g., number of bednets provided, number of training workshops conducted, 
number of workshop participants) as well as individual interviews or focus groups among 
beneficiaries. It is good practice for small interventions to carry out process evaluation, 
even if it is limited to participant feedback. 

Summative evaluation. This type of evaluation is conducted after the completion of a 
set of activities or intervention to assess the quality of the intervention and its key results. 
Summative evaluation includes outcome evaluation, impact evaluation, cost-effectiveness 
and cost-benefit analysis, and operations research.

Summative evaluation includes outcome evaluation, which assesses the extent to which 
a team, unit, or entire organization has achieved its intended results. Outcome evalua-
tion is used to demonstrate accountability, improve the design of organizational activities, 
better allocate resources, and promote successful future interventions. The main questions 
addressed are: What has changed in the lives of individuals, families, or the community as 
a result of our work? What difference did we make?

As pointed out earlier in this chapter, outcomes are typically measurable and/or observ-
able changes in two dimensions. The first dimension encompasses awareness, knowledge, 
attitudes, values, and skills of participants in a program or beneficiaries of services during 
or after their involvement in the intervention. The second dimension involves changes in 
behavior in these same groups. 

Ideally, both dimensions should be measured at three points: at the beginning and end of 
the implementation period, and, if possible, after a suitable follow-up period. If the follow-
up measurement is not feasible, at least baseline and post-intervention measures should be 
compared. In many cases, the changes may be modest, but there must be some improve-
ment in at least one or two outcomes for the intervention to be considered a success.

Outcome evaluation attempts to distinguish between the influence of the intervention on 
these changes and the influence of other, external factors. However, evaluators often have 
to settle for partial attribution of an outcome to a specific intervention or service because 
of the difficulty in determining a direct, causal relationship between the service provided 
and a given change. 

Outcome evaluations typically use a nonexperimental design (often called “pre-post 
evaluation”) that simply measures changes before and after an intervention, as opposed to 
an experimental design (comparing participants to a control group with random assign-
ment to both groups) or quasi-experimental design (comparing participants to a control 
group, but with no random assignment). 

The nonexperimental design is acceptable for standard outcome measurement and report-
ing purposes. NGOs rarely use experimental designs. Although a large, well-funded 
organization might occasionally obtain expert assistance for an experimental design, most 
NGOs find that ethical and logistical considerations prevent the random assignment of 
participants to intervention and control groups. In addition, the costs of collecting data 
from a control group are likely to be too high. 
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Impact evaluation is another component of summative evaluation. It is broader than 
outcome evaluation and assesses the overall or net effects—both intended and unin-
tended—of an entire program, group of programs, or group of organizations. Impact 
evaluations usually take place over three to five years.

other types of evaluation
Cost-effectiveness and cost-benefit analysis. These types of analysis address an inter-
vention’s efficiency by analyzing outcomes in terms of their financial costs and value. 

Operations research (OR). OR is the assessment or evaluation of a specific intervention 
within the context of a broader program that is delivering a number of interventions. OR 
is used to test and evaluate new approaches in delivering health services. It is also used to 
identify problems in service delivery and to develop solutions. 

OR is a powerful tool that program managers and decision-makers can use to improve 
and expand services. OR studies compare interventions that are within the manager’s 
sphere of influence. Examples include evaluating the effectiveness of a new HIV & AIDS 
prevention strategy, a new training course, a new set of procedures for managing medi-
cines, a new contraceptive method, or a new reproductive health service. 

The Population Council’s Horizons Operations Research on HIV/AIDS Toolkit 
provides step-by-step information for designing an OR study. 

considerations for designing an evaluation
What should you evaluate to answer the “So what?” question? If you, as a manager, 
want to know when your activities are really successful, you need to design all interven-
tions with evaluation in mind and incorporate evaluation into your overall organizational 
planning. When defining objectives, you should ask, how will we know whether we are 
meeting these objectives? This is the starting place for the evaluation.

Regardless of the size of your intervention or service and the scope of the evaluation, you 
need to answer three questions during the design and planning phase:

1.	 What will your intervention or service achieve in the short and long terms? 
If you successfully implement a set of activities over time, what will be dif-
ferent?

2.	 How do you conceptualize your activities—what is the underlying logic? 
Two approaches for identifying the program logic are discussed in this chap-
ter under Practical M&E Tools and Approaches.

3.	 Which indicators can you use to identify progress toward the outcomes?

To answer the So what? question, you need to assess factors over which you have reason-
able control. For example, a new service designed to provide housing for people living 
with AIDS (PLWA) cannot control or affect the life expectancy of the people it serves. 
By providing a stable living environment, however, the service can reduce the stress and 
improve the quality of life of PLWA who were previously forced to move frequently. 

www.msh.org/resource-center/health-systems-in-action.cfm
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Once you have addressed the So what? question, you should also make sure that the evalu-
ation is designed so that when the process is complete you can address five key evaluation 
topics:

1.	 Relevance: Was the intervention a good idea, given the situation and the 
need for improvement? Did it deal with the priorities of the target or benefi-
ciary group? Why or why not?

2.	 Effectiveness: Have the intended outcomes, outputs, and activities been 
achieved? Why or why not? Is the intervention logic correct? 

3.	 Efficiency: Were inputs (resources and time) used in the best possible way 
to achieve outcomes? Why or why not? What could you and your team do 
differently in the future to maximize outcome results at an acceptable cost?

4.	 Impact: To what extent has your intervention contributed to longer-term 
or national goals? What unintended consequences (positive or negative) did 
your activities have? Why did these consequences arise?

5.	 Sustainability: Will there likely be continued positive results once your 
intervention has ended? Why or why not?

A final word of caution here: like monitoring, evaluation can be made too complicated. 
When developing an evaluation plan, you will be wise to select a small set of key indica-
tors and resist the urge to evaluate every aspect of your intervention. 

Like monitoring, evaluation is useful only if the information is fed back on time to the 
manager and other decision-makers and stakeholders. A common problem with midterm 
evaluations is that results often come back six to eight (or more) months later, leaving only 
one to two years to make lasting changes before donor or government funding runs out. 

selecting your data sources
This section describes three types of data sources that are commonly used for an evalu-
ation: routinely collected data, large-scale surveys, and rapid assessment techniques, 
including participatory appraisal.

Routine data. Data collected and analyzed on a routine basis by an HIS are referred to as 
“service statistics.” You can draw on several routine service information systems to moni-
tor services. These include the basic HIS recording and reporting system; special program 
reporting systems (e.g., TB, malaria, immunization, HIV, family planning, etc.); special 
community agent reporting systems (e.g., community health workers’ records); the disease 
surveillance and outbreak control notification and response information system; and 
reports for special support systems (e.g., medicines, referrals, and human resources and 
financial management).

These systems provide data that are readily available and are intended to tell you what is 
happening in the health sector. Examples of routine data include, for example, the number 
of prenatal visits at a clinic, the number and type of vaccinations provided on site, or the 
number and types of contraceptives supplied each month. 

Data on services are generally collected by health centers or health posts and sent up to 
the next level in the system (usually the district) to be aggregated. These data may then be 
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sent upward to the next level (regional or provincial) for further aggregation before they 
finally arrive at the central level of the Ministry of Health. 

Ideally, managers in health facilities and at the district level would use these data to guide 
daily operations, track performance and accountability, and make decisions that will con-
tinuously improve performance. But there are many impediments to this use. 

All too often, routine data are inaccurate or incomplete. While those who use the HIS 
attempt to produce timely information of high quality, there are many opportunities for 
errors. There may be little support for managers and their staffs to focus on procedures for 
collecting, recording, and aggregating data correctly. 

Health systems in many countries emphasize the importance of submitting reports to 
higher levels; they have not developed procedures and incentives to encourage those who 
provide information to use it, even when the data are of good quality.

Another drawback is that service statistics provide information only about the clients who 
use health services. They cannot provide the information about the many people who do 
not use the services. 

For these reasons, you cannot rely on service statistics alone for an evaluation. Service 
statistics are more appropriately used for routine monitoring of public health problems 
and related essential services.

Large-scale surveys. Large-scale surveys constitute another readily available source 
of information. These include population-based surveys such as the Demographic and 
Health Surveys (DHS), comprehensive facility assessments such as the Population Coun-
cil’s Situation Analysis, and the national census. In many cases, managers can use data 
from an existing large-scale survey to provide context for interpreting the data captured 
through their own evaluations. 

For example, the DHS is carried out periodically to characterize the health situation in a 
country or large geographic region for numerous subpopulations: men, women, children, 
infants, and so on. But the DHS data cannot usually be disaggregated for managers to use 
at the district or community level. 

Further, because they are carried out only every three to five years, the information they 
provide may not be sufficiently up-to-date for managers’ evaluation needs. Despite these 
drawbacks, DHS data are useful for understanding national or regional trends that may 
help explain data gathered in a focused evaluation.

Rapid assessments. These are quick, inexpensive ways to obtain information for 
decision-making, especially at the activity level. Examples include client exit interviews, 
small-scale facility assessments, rapid sample surveys, record reviews, focus group inter-
views, and other participatory methods.

You may use rapid assessment techniques to supplement information from routine data or 
large-scale surveys. Rapid assessments can provide you with valuable information about 
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your catchment area and your wider responsibility area—the communities and popula-
tions that are supposed to have access to essential services provided by a given facility. 
They can also provide context and qualitative understanding of quantitative data collected 
by more formal methods.

Within the category of rapid assessments, participatory methods and rapid sample surveys 
deserve your attention. 

Participatory methods (also called participatory learning and action). These tech-
niques and methods aim to incorporate the knowledge and opinions of community mem-
bers in planning and managing development projects, influencing policy, and implement-
ing programs. They enable voices from the community to be included in policy, planning, 
and research and generate a sense of ownership in the M&E results and the recommenda-
tions made by both the organization and its beneficiaries. 

Unlike other techniques for rapid assessment, participatory methods are not based on 
samples. They use individual or key informant interviews (including client exit inter-
views), group interviews, case studies, and other qualitative approaches to identify local 
conditions and understand local perspectives and priorities. 

In many locations community members cannot read and write, so participatory methods 
often rely on oral communication supported by pictures, symbols, physical objects, and 
group memory.

Participatory methods can be used before, during, and after implementation of an interven-
tion or set of activities. They provide information for both design and evaluation and allow 
active involvement of stakeholders in decision-making. During implementation, participa-
tory methods are a useful approach for identifying and trouble-shooting problems. 

You might want to take advantage of a listing of online resources on qualitative 
research and guidelines on focus group discussions in the Community Tool Box 
at Kansas University.

Rapid sample surveys. These surveys can be used to collect standardized information 
from a carefully selected, small sample of people or households in a beneficiary area. These 
surveys can describe conditions in a particular community or target group and allow com-
parison of different groups at a given point in time or changes in the same group over time. 
They also permit the comparison of actual conditions with planned results. 

■■ One of the most common small-sample surveys is the knowledge, atti-
tudes, and practices (KAP) survey based on a 30-cluster sample. 

■■ Lot Quality Assurance Sampling (LQAS). This is another rapid assessment 
technique that is becoming widely used in public health. LQAS employs 
very small samples to obtain reliable information on a small geographic area 
or administrative unit. LQAS can be used to accurately detect the extremes 
of performance—to determine whether an intervention has exceeded an 
upper threshold of performance or has failed to meet a lower threshold of 
performance in terms of quality or coverage. The lot samples can also be 
combined to provide coverage estimates in a wider geographic area. 

http://www.coregroup.org/storage/documents/Workingpapers/qrm_complete.pdf
http://ctb.ku.edu/tools/en/section_1018.htm
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TABLE 7. O verview of Three Common Data Sources for an Evaluation

Data Source Strengths Limitations

Service Statistics: 
Data on the client 
population and 
clinic services 
that are routinely 
collected in client 
registers and 
clinical records 

■■ Readily available

■■ Cover all types of health 
services and all areas of a 
country

■■ Can be disaggregated to 
district and local levels 

■■ Inexpensive to use

■■ Only tell you about current 
clients, with no information 
about the people who do not 
use the health services and 
might be potential users 

■■ Do not provide information 
about community values, 
perceptions, or behaviors

■■ Do not reflect people who 
turn to private sources for 
services

■■ Can be inaccurate if service 
sites fail to record data 
accurately, legibly, and on 
time

Large-Scale 
Surveys:
Population-based 
surveys and large-
scale facility 
assessments

■■ Relevant, precise, reliable data

■■ Can measure national health 
trends, identify problem 
areas, and help focus country 
resources on areas of greatest 
need

■■ Generate averages for rural 
and urban areas, regions, and 
provinces

■■ Provide a context for 
interpreting data collected 
locally

■■ Can generate additional 
information from their 
computerized data sets

■■ Usually cannot disaggregate 
data to provide averages for 
subregional areas (districts or 
municipalities)

■■ Usually not conducted 
annually; data become quickly 
outdated if populations 
or health conditions are 
changing rapidly

Rapid Assessments:
Focused methods 
for assessing local 
needs and making 
local decisions

■■ Quick and inexpensive 

■■ Lead to local action

■■ Guidelines exist to assist 
managers in many of these 
techniques

■■ Empower managers to collect 
the data they need

■■ Household surveys (e.g., LQAS 
or KAP) can achieve sufficient 
precision for evaluation 
purposes

■■ Balance the need for 
representative, objective 
results with the need to use 
slightly less rigorous designs 
that are most feasible in local 
areas

■■ Use reduced scope and scale 
to produce timely and low-
cost results
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A search of the Web will uncover useful resources; here are one on KAP surveys 
and another on LQAS. The M&E area of the CORE Group website includes links 
to valuable rapid assessment tools and resources created by CORE Group’s M&E 
Working Group. 

As a manager, you should review all existing data sources before planning your evalua-
tion. Table 7 displays the advantages and disadvantages of the three main data sources that 
were discussed above: routine service statistics, large-scale surveys, and rapid assessment 
techniques.

How good do HIS data have to be in order to be useful—how complete, accurate, and 
timely? For your management needs, data that are less than perfect may be good enough 
to have a powerful effect, as shown in an example from Madagascar.

Using and Improving Imperfect HIS Data— 
An Example from Madagascar

A more timely, accurate community-based HIS. A project in Madagascar implemented 
a community-based approach to increasing the use of family planning methods 
called “Champion Communes” in 50 of the country’s 110 districts. This approach 
relied exclusively on HIS data for monitoring and evaluating achievements among 
participating communes.

First, a baseline was established for each commune, using data from its health center. 
Then, health center staff and community representatives identified goals for 10 
indicators that would determine whether a commune had reached champion status 
after 12 months of implementation. Each commune monitored its own progress at a 
quarterly check-in meeting.

After the 12 months, the project staff returned to each commune to evaluate results. 
They reviewed data from each health center’s routine monitoring report for each 
indicator. They also prepared a report on the data for each commune and sent it to the 
district-level supervisor for validation based on the district’s computerized records. The 
data sources for the health center reports and district records were the same (health 
center registers), so there was rarely a discrepancy. But the point was to involve the 
district supervisor in reviewing health center data and to show the utility of using even 
simple data at this level.

The project also worked with the Ministry of Health at the district level to improve the 
accuracy, completeness, and timeliness of the HIS. The emphasis was on obtaining 
more complete data from the health centers and reducing the district health office’s 
turnaround time—the time it took to receive the health center report, review it, return 
it to the health center for correction, retrieve it, enter the data into the system, and 
send the data to the central level. The districts were responsible for working with health 
centers to improve data recording and upgrading their own data-processing techniques. 

After two years of technical assistance, the HIS had indeed improved, according to 
indicators for accuracy, completion, and timeliness. The greatest improvements were 
seen in timeliness; the turnaround time decreased from 12 months to 3 months. 

Imperfect, but still valuable. It should be pointed out that the Champion Communes 
project did very well with imperfect data. Their numerator (the number of regular family 
planning users) was detailed and accurate. But their estimates of the contraceptive 
prevalence rates (CPR) were not accurate because the denominator (the number of 
women of reproductive age) was only an estimate, based on an out-of-date census and 
the government’s annual estimated updates on growth percentages. 

http://www.anthropologymatters.com/index.php?journal=anth_matters&page=article&op=viewArticle&path[]=31&path[]=53]
http://www.cpc.unc.edu/measure/publications/html/ms-00-08-tool09.html
http://www.coregroup.org/our-technical-work/working-groups/monitoring-and-evaluation
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HIS data: Strengths and limitations

Underestimating the value and utility of the HIS is an unfortunate trend. It is true that the 
HIS system is often broken, but it often has potential. As seen in Madagascar, the Cham-
pion Communes project greatly improved the system over two years. In this case, the sys-
tem was already fairly functional because earlier projects had invested in a major effort to 
put the system in place and make it basically sound. By improving the way the system was 
managed and the data were used, the most recent project was able to make a big difference 
with small changes.

(continued)

However, the project determined that the CPR was good enough to track the 
performance of the communities participating in the Champion Communes approach. 
The project staff also supplemented comparisons of CPRs with comparisons of 
the numerator values: simple numbers that made sense to health center staff and 
communities alike.

The central level began organizing quarterly regional workshops to disseminate results 
to the district level. Together, managers from the central, regional, and district levels 
analyzed progress and rated the districts on the basis of their performance. They used 
root cause analysis—a process for identifying the underlying causes of a problem—to 
understand obstacles facing the low performers. (See Appendix A in Chapter 2 of this 
handbook for more about root cause analysis.) Then the Ministry of Health mobilized 
support from donors and partner organizations to help them improve.

The ministry began to use health information to truly manage the health system. Before 
this intervention, few organizations had trusted or used HIS data. But once it became 
clear that the system was functional, the donors believed in it, partner organizations 
used it, and the ministry was proud. For the first time, they had a clear picture of what 
was happening throughout the country, and they could use this information to advocate 
for donor support where needed.

Similarly, health centers had rarely used their own data. They had simply filled out 
registers and sent them up to the district office, without ever receiving feedback in 
return. After project completion, they saw how more precise data could be used to 
benefit them and their communities. 

The districts also had been operating in an uninformed way. Each district had relied only 
on its own data, operating in a vacuum. The changes in the HIS and the encouragement 
of the central government provided districts with opportunities to compare their work—
and learn from—one another. 

Learning from more accurate, complete, and timely data. Data are often used to make 
comparisons, but they are less often used as a learning tool. In this instance, once 
the reports were coming in on time, the Ministry of Health used data—including less 
than perfect data—to detect which districts were underperforming and which were 
outperforming the rest. They learned from the best performers by asking: Why were 
their results so high? What were they doing differently? What could be replicated? They 
then applied what they learned, using these districts as models and providing support 
to the underperformers. 

The entire health system became excited about the information it could produce and 
use. Starting at the top, this excitement trickled down to the lower levels, motivating 
them to improve their data collection and processing. 
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HIS data are not 100 percent accurate and never will be. That is the reality all managers 
have to work with. But data do not need to be perfect to be useful. You can still monitor 
and manage with imperfect data. Timely information that is 75 percent accurate is better 
than information that is 95 percent accurate but arrives several months too late. 

Despite its great value, HIS data alone will not meet all the information needs of many 
organizations. Some organizations and donors need data that require special systems or 
assessments. In addition, many interventions are designed to change the knowledge, atti-
tudes, and practices of beneficiaries, which are not captured in service data. It is important 
to use HIS data when possible and to supplement it with local assessments when needed.

As the manager of a health program or health services, one part of your job should be to 
improve the HIS in the country where you work. The HIS is the only sustainable informa-
tion system in most countries. Information systems that are created and maintained by 
donors or external organizations have limited life spans, but the HIS is a permanent part 
of your legacy. 

If all partners and donors work with the Ministry of Health to provide technical and 
financial assistance for the HIS, it can yield information that greatly improves health ser-
vices and more than justifies the investment. 

Proven practices

■■ An M&E system should give managers what they need to know to take 
action. It must be based on relevant indicators, easy to use, and on time for 
planning or reporting cycles. 

■■ M&E results are not just for your organization’s M&E staff or your donor. 
M&E information is a vital resource for action and learning. If your M&E 
process has feedback mechanisms that allow decision-makers to reflect on 
the findings and absorb what they need for their own purposes, they will 
own the process and will use what it yields.

■■ If you design your M&E at the beginning of an intervention or project, in 
conjunction with the action plan for the project, you will better able to guide 
and track the implementation of activities.

■■ M&E plans that are too elaborate and complicated do not get used. Develop 
a simple M&E plan, choose easy-to-use monitoring tools, and select the few-
est possible indicators to track progress and make necessary changes along 
the way. 

■■ Strengthening an HIS requires working with the people involved: the owners 
of the system who record, transfer, analyze, communicate, and use data and 
information to manage services. 
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■■ In providing HIS data to decision-makers, you should recognize differences in 
the frequency of reporting and the amounts of aggregated and disaggregated data 
needed at different levels of government or by nongovernmental organizations. 

■■ Routine monitoring gives you, the manager, the information you need to track 
progress toward your goal and to run your unit effectively. It allows you to spot 
a problem and make changes quickly. An evaluation cannot give you this type 
of information.

■■ In many cases, timely but imperfect data are sufficient to meet basic manage-
ment needs. 

■■ Support health facility staff in using available data promptly to monitor and 
manage services, even if the data are of poor quality. If they routinely use the 
data that they collect, they will see why data quality is important. They will 
then be more likely to take the necessary steps to improve their data collection 
and processing and generate more complete and valid data. 

■■ You can use service statistics to collect data specific to a catchment area and 
supplement these data with other approaches—such as rapid assessment tools—
to to gather additional information about your wider areas of responsibility.

Glossary of M&E terms

baseline: Data collected during the initial stages of a project, before beginning activities. 
Baseline data identifies the starting point from which you can assess progress towards 
intended results.

catchment area: The area from which clients are drawn to service facilities.

conceptual framework: A diagram of a set of theoretical links between activities and a 
variety of other factors believed to lead to desired outputs and outcomes. Unlike the 
LogFrame, the conceptual framework does not assume a simple, linear cause-and-effect 
relationship among inputs, outputs, and outcomes.

data source: Where information regarding an indicator comes from. Every indicator has 
its own data source. Common data sources include service statistics, organizational 
records, clients, and the community.

evaluation: Assessment of the extent to which results are achieved. Evaluation’s purpose 
is also to understand why the results were or were not achieved. It is usually based on 
information from routine monitoring combined with the measurement of outcomes 
and impact.

formative evaluation: Used to guide the design and implementation of a program or in-
tervention. It is used to ensure that activities include the “best” or “promising” practices 
to increase the chances of success. It includes needs assessment and process evaluation.

goals: Organizational or national-level long-term results that an intervention is intended 
to achieve. 
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health information system (HIS): Usually refers to the many different subsystems that 
provide the necessary routine information for managing health services. Sometimes 
called health management information system (HMIS) or management informa-
tion system (MIS).

impact: Long-term change in the health status of a population, usually the combined 
result of several programs over time (for example, total fertility rate, maternal morbid-
ity and mortality rates). 

indicator: A quantitative or qualitative factor associated with assessing change or the 
performance of a specific activity. A marker of change over time. 

input: The resources needed to achieve a desired result (e.g., financial, human, supplies, 
commodities, facilities).

logical framework: A management tool that uses a matrix to outline project objectives, 
the causal links in the results chain (inputs → processes (activity) → outputs → out-
comes → impact), key assumptions, and how outputs and outcomes will be monitored 
and evaluated. Also called LogFrame or logic model.

monitoring: Regularly tracking changes in indicators over time in order to measure prog-
ress toward results by collecting information on inputs, processes, and outputs.

monitoring and evaluation (M&E) plan: Outlines which indicators will be measured, 
how they will be measured, when, and by whom. An M&E plan helps managers choose 
reliable indicators and measure these indicators in an organized way.

outcome: Short-term changes in a beneficiary population as a result of a set of activities.

output: The immediate or direct product of activities (e.g., number of people trained, 
number of new users of family planning, number of products distributed).

participatory assessment: Techniques and methods that aim to incorporate the knowl-
edge and opinions of community members in planning and implementing health 
programs. Also called participatory learning and action.

performance dashboard: A one-page visual display of the most important information 
needed to manage a project.

primary data: Information that you collect yourself, for example, through a rapid assess-
ment technique or key informant interviews using a structured guide.

process: The activities carried out through your implementation plan (e.g., providing new 
methods of contraception, developing a curriculum, training service providers).

process monitoring: Selecting and tracking the inputs and outputs of activities, for 
example, who was trained, in what topics, and how often. Process monitoring does not 
monitor progress toward goals. It simply tracks activity completion. 

proxy indicator: An indirect measure that approximates or represents a target or re-
sult when direct information is not available. For example, couple-years of protection 
(CYP) is a common proxy indicator for family planning use when data on the contra-
ceptive prevalence rate are not available. 

rapid assessment: Quick, inexpensive ways to rapidly provide information for decision-
making, especially at the activity level. Examples include client exit interviews,  
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small-scale facility assessments, rapid sample surveys, record reviews, focus group 
interviews, other participatory methods.

result: The logical expected accomplishment that can be measured after implementing a 
program or service. 

results chain: The sequential, causal relationships among results levels outlined in the 
logical framework (inputs, activities, outputs, outcomes, and impact). 

results levels: The various stages of results outlined in the results chain.

routine data: Information about health service delivery collected on a regular basis 
through the health information system. Also called service statistics.

secondary data: Information from existing sources (such as routine data, a census, or De-
mographic and Health Survey) in contrast to primary data, which one collects oneself.

SMART criteria: Set of five standards used to check that a result or objective is developed 
in measurable terms. The criteria are: Specific, Measurable, Appropriate, Realistic, and 
Time bound.

summative evaluation: An assessment conducted to measure quality of performance 
and achievement of key results after the completion of an interventionor set of activi-
ties. Summative evaluations include outcome evaluation, impact evaluation, cost- 
effectiveness evaluation, and operations research.
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Appendix A. �E xample of a Logical Framework from the 
Inter-American Development Bank

The logic for this framework:

1.	 If the activities (promotion, training, and so on) are carried out well, and 
assuming favorable political and economic conditions and the availability 
of resources (monetary, human, and technological), then parents will be 
enrolled, home visitors and other staff will be trained, materials will be avail-
able, home visits will have been made, and an administrative system and 
MIS will be functioning.

2.	 If the outputs are obtained, and assuming low turnover of home visitors and 
other staff, then changes will occur in parental practices and in the home 
environment with which the child interacts.

3.	 If parental behavior and the home environment improve, and assuming that 
the trained caregivers continue to provide care and that the family structure 
is maintained or improves, then the health, nutritional, and psychosocial 
status of children will improve.

www.msh.org/resource-center/health-systems-in-action.cfm
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Logical framework for a home-visiting program with parental education 

Goal  
(general objective)

Improve the 
development of young 
children, from birth 
to age 3, in urban 
marginal areas

Indicator

Raise the 
developmental status 
of x children by 
x% over 5 years, as 
indicated by measures 
of health status, 
nutritional status, 
and psychosocial 
development

Verification

Health: Health care net 
for each child

Nutrition: Growth 
monitoring records in 
center

Psychosocial: 
Performance on 
standardized tests

Purpose  
(specific objective)

Provide children 
with quality care and 
education through 
improved child 
rearing practices and 
changes in the home 
environment

Indicators

Changes in practices 
of x% of participating 
parents

Changes in the home 
environment

Verification 

Periodic observations 
of a sample of parents 
and homes: interaction 
with children, 
questionnaires, 
supervisory reports

Assumptions 

Trained parents or 
other caregivers 
continue to provide 
care

Continuity in economic 
and family conditions

Outputs 

Participants enrolled

Trained home visitors, 
supervisors, and 
directors

Materials developed

Home visits

Parental training 
carried out

Administrative system 
in place

MIS in place

Indicators 

x low-income 
participants enrolled

x caregivers trained

Parental guides 
developed and 
distributed to x families

Home visits made

Functioning MIS and 
administrative system

Verification 

Data from MIS on 
trainees, parents, and 
materials

Evaluations of trainee 
knowledge and skills 
after initial training 
and during course of 
continuous training; 
observation of 
interaction between 
home visitor and 
parents

Questionnaires tapping 
parental knowledge 
and attitudes

Assumptions 

Low turnover of home 
visitors and other staff

Ability to reach the 
desired population 

Activities 

Enroll parents

Select and train home 
visitors and other staff

Develop materials

Develop administrative 
system

Provide continuous 
training and 
supervision

Carry out home visits

Develop monitoring 
and evaluation system

Resources 

Budget

Technology

Human resources

Verification 

Plan of action, budgets, 
and accounting records

Studies showing that 
the chosen model and 
curriculum work

Evaluations to see that 
the activities were not 
only carried out but 
also done well

Curriculum vitae

Assumptions 

Political will

Reasonable economic 
and political stability

Source: Inter-American Development Bank.
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chapter 9

Managing Health Service Delivery

This chapter explores the ways in which the health service 
delivery system interfaces with and builds on the man-
agement systems discussed in the earlier chapters of this 

handbook. You will see how improving the management and lead-
ership of the health service delivery system improves access to and 
the quality of services. You will observe the importance of strong 
systems in fostering a positive relationship between clients and 
providers at service delivery sites—“points of care”—at all levels of 
the health system, leading to desired health outcomes.

This chapter deals with some of the most critical elements of health 
services: 

■■ establishing and maintaining high-quality services
■■ assuring equitable access 
■■ providing integrated services
■■ scaling up
■■ providing community-based primary health care 
■■ working with the private for-profit sector

The chapter presents issues that health care managers and providers 
face in managing each of these elements. You will become familiar 
with tools and approaches that have proven effective in addressing 
each of these issues and with organizations that have successfully 
addressed the management issues, strengthened the key elements of 
health service delivery, and brought better health to the populations 
they serve.

Ann Buxbaum
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Introduction

So far in this handbook we’ve covered topics such as the six World Health Organization 
(WHO) building blocks of the health system and the people-centered approach that places 
the human capacity to lead and manage at the core of health systems strengthening (Chap-
ter 1). The following chapters discussed leadership and management competencies and 
practices that health care professionals can apply in strengthening essential health systems 
(Chapter 2); and specific management systems and subsystems related to governance, 
planning, human resource management, financial management, supply management, and 
measurement and monitoring and evaluation (Chapters 3 through 8, respectively).

We now turn to the health service delivery system, which brings all the building blocks, 
management and leadership practices, and management systems and subsystems together 
at central, regional, and district levels, as well as at the service delivery site or point of care 
(see Box 1).

As a health manager or provider of health services at the provincial or district level of govern-
ment, within an NGO, or in a private-sector facility, you are at or close to the point of care. 
You can see for yourself how the management systems and subsystems discussed in this 
handbook affect the relationship between the client and the provider. You can also see how 
you can use your leadership and management practices to tailor services to local needs by:

■■ Scanning to understand priority health needs of the local population;
■■ Focusing on the health services that have the highest priority and can best 

be provided with the resources you have available;

BOX 1.  Management Systems at the Point of Care

In attempting to improve national-, regional-, and district-level health systems and their 
management systems, it is easy to lose sight of the individual, day-to-day encounters 
between clients and health service providers. 

These encounters take place at points of care, wherever the client and provider meet. 
They include the full range of care, such as what’s provided by: 

■■ a village health volunteer providing health information to her neighbors in their 
homes;

■■ a nurse treating a child’s high fever in a community health center; 

■■ a surgeon or other medical specialist caring for patients in a tertiary hospital.

Point of care is where strong management systems and subsystems come together to 
support high-quality preventive and curative health services. These systems:

■■ give health managers and providers the capacity to offer each client the best 
possible health services that are appropriate to his or her needs and desires;

■■ help clients understand the value of available preventive and curative services and 
to know when and how to seek those services for themselves and their families;

■■ help build the foundation for an informed and engaged community that feels 
ownership of its services, takes on some responsibility for overseeing them, and 
supports all its citizens in making wise health choices and maintaining healthy 
behaviors.

www.msh.org/resource-center/health-systems-in-action.cfm
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■■ Planning strategies and activities that will bring priority health services to 
the people in your area;

■■ Organizing structure and systems to deliver the priority services;
■■ Aligning local stakeholders and mobilizing resources;
■■ Implementing planned activities through integrating systems and coordi-

nating the work flow;
■■ Engaging local representatives in using data to monitor and evaluate ser-

vices from the community perspective;
■■ Creating a positive work climate and producing results that inspire the 

commitment of staff and stakeholders. 

Elements of the health service delivery system

Six elements of the health service delivery system apply to the other management systems 
addressed in this handbook. These six are critical to the provision of health services at all 
levels, as follows. 

1.	 Establishing and maintaining the quality of services, in accordance with 
WHO’s definition of quality: “…the proper performance (according to 
standards) of interventions that are known to be safe, that are affordable to 
the society in question, and that have the ability to produce an impact on 
mortality, morbidity, disability, and malnutrition” (Kols and Sherman 1998).

2.	 Ensuring equitable access for all people and communities, with an empha-
sis on gender disparities and the special needs of youth.

3.	 Providing integrated services that offer the many advantages of integration 
while incorporating the benefits of vertical services. 

4.	 Scaling up (expanding services) in the face of limited resources and geo-
graphic, political, and sociocultural barriers.

5.	 Providing community-based primary health care (PHC) that promotes 
active community participation, provides access to community resources, 
and takes full advantage of the potential of community health workers.

6.	 Working with the private for-profit sector to create a balanced public-
private mix that fosters quality, access, and efficiency.

We now explore each element by looking at its key issues as well as the approaches and 
tools that managers and providers have used to markedly improve in their service delivery 
systems and the health of those they serve. 
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element 1: 
Establishing and maintaining high-quality services

At first glance, high-quality health services may appear to be a luxury beyond 
the budgetary limits of most  [developing country] health systems. However, 
improving quality often does not cost, it pays. Attention to quality is essential 
to the success of primary health care programs, a fact that health managers 
with restricted budgets cannot afford to ignore.

Lori DiPrete Brown et al. 
Quality Assurance of Health Care in Developing Countries

building and maintaining quality services: the context
Quality assurance (QA) is a familiar term to most health managers and providers. It 
implies a planned, systematic approach with standards, protocols, and procedures that 
enable you, as a health manager or provider, to bring high-quality health services to your 
clients, continuously and within the resources available to you.

US Agency for International Development’s (USAID) Quality Assurance Project (QAP)—
predecessor to the current Health Care Improvement (HCI) Project— introduced the 
Quality Triangle found in Figure 1, a model of the three functions of quality assurance: 
defining, improving, and measuring quality. The triangle conveys the idea that quality of 
care is best achieved when all three functions are implemented in a coordinated fashion.

There is no “correct” sequence to implementing these three functions; where you and 
your colleagues begin depends on the capacity of the health care system or facility and the 
interests of the providers. You might want to begin with a major effort to define standards, 
a small quality-improvement activity, or monitoring current activities. Some teams might 
begin by working on two functions at once.

Under the Quality Assurance Project, University Research Company applied the quality 
triangle to define, measure, and improve the quality of family planning supervision at the 
district level in Zimbabwe. 

In defining the desired quality, the project relied on supervision standards developed by 
Zimbabwean stakeholders. A team of supervisors and researchers then measured the  

FIGURE 1.  Quality Triangle

Defining quality

Improving
quality

Measuring
quality

QA

Source: Adapted with permission from University Research Company

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.qaproject.org/methods/resqamodel.html
http://www.qaproject.org/methods/resqamodel.html
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performance of supervisors in selected supervisory practices, collecting data from struc-
tured observations, audiotapes of supervisor-provider interactions, and recording supervi-
sory activities and interviews with supervisors and supervisees.

QAP built on the study’s results and designed a course that enhanced supervisors’ 
strengths and directly addressed their most salient weaknesses. As a result, the supervi-
sors’ performance improved.

The Quality Assurance website has a report with details of this intervention that 
you can download. 

building and maintaining quality services: key issues
This section explores the functions of defining, measuring, and improving quality. 

Defining quality: Synthesizing perspectives and setting standards. The quality of 
services can be viewed through many different lenses, depending on the priorities of dif-
ferent stakeholders. For example:

■■ Clients often emphasize the human aspects of care—respectful treatment, 
privacy and confidentiality, information, and counseling—in addition to 
safety, convenient locations and hours, reasonable waiting times, affordable 
cost, and a clean, comfortable facility. 

■■ Providers tend to highlight technical competence, infrastructure, and 
logistical support. Managers might stress management systems—especially 
logistics and information systems.

■■ Policymakers and donors take the broader view, which WHO defines as 
“the proper performance (according to standards) of interventions that are 
known to be safe, that are affordable to the society in question, and that 
have the ability to produce an impact on mortality, morbidity, disability, and 
malnutrition” (Creel 2009). 

These varied perspectives on quality can be simply stated as “offering a range of safe, 
effective services that meet evidence-based standards while satisfying clients’ needs and 
desires.” To this end, the Quality Assurance Project synthesized ideas from quality experts 
and defined nine dimensions of quality, as shown in Box 2.

Defining quality involves setting evidence-based standards—expectations of perfor-
mance—for all these dimensions and at all levels of the broad health care system. Stan-
dards are explicit statements of how to perform a health care activity so that it produces 
the desired outcomes. In some cases, universally accepted standards exist and can be 
adopted or adapted so that health workers can use them as guides to acceptable perfor-
mance. 

Measuring quality: Identifying gaps and demonstrating changes. Once standards 
have been developed or updated and communicated, key indicators can be selected, mea-
sured at the baseline, and monitored over time to detect changes in quality. You and your 
team should carefully choose a small number of indicators of the various dimensions of 
quality for which you can measure small changes over time. 

http://qaproject.org/oper/orrepro.html
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As discussed in Chapter 8 of this handbook, you should, as much as possible, find data 
sources for measuring quality indicators in routine service reports, such as community-
based health information (usually collected by health workers or community workers) and 
facility-based patients’ charts, supervisory checklists, logbooks, and inventories. 

Three aspects of quality that can be measured against standards of performance: struc-
ture, process, and outcomes. All three have advantages and disadvantages as indicators  
of quality.

1.	 Structural indicators include material characteristics (physical infra-
structure, medicines and health products, number of assigned personnel, 
tools, technology); organizational resources; and financing of care (levels of 
funding, payment schemes, and incentives). Because structural measures 
are relatively easy to obtain, these are used most often in studies of quality 
in developing countries. However, structural indicators give only a partial 
picture of quality when used by themselves. 

2.	 Process indicators track the completion of activities. They describe the 
interactions between caregivers and patients and are measured by the pro-
vider’s accurate diagnosis and clinical treatment that conforms to guidelines, 
as well as by “softer” indicators such as counseling skills; demonstrated 
respect for the client; and provision of accurate, understandable informa-
tion and clear instructions. Many studies have shown that certain processes 

BOX 2.  Dimensions of Quality

1.	 Technical performance: compliance with standards—the degree to which tasks 
carried out by health workers and facilities follow standards or meet technical 
expectations.

2.	 Access to services: lack of geographic, economic, sociocultural (including gender), 
organizational, or linguistic barriers to services.

3.	 Effectiveness of care: the degree to which desired results or outcomes are achieved.

4.	 Efficiency of service delivery: the appropriate use of resources to produce effective 
services.

5.	 Interpersonal relations: effective listening and communication between provider 
and client that is based on trust, respect, confidentiality, and responsiveness to client 
concerns. This includes nondiscrimination. 

6.	 Continuity of services: delivery of care by the same health care provider throughout 
the course of care (when feasible and appropriate), as well as timely referral and 
communication between providers when multiple providers are necessary.

7.	 Safety: the degree to which the risks of injury, infection, or other harmful side effects 
are minimized.

8.	 Physical infrastructure and comfort: the physical appearance and cleanliness of 
the environment of care and the comfort and privacy it affords clients and health 
workers.

9.	 Choice: client choice of provider, treatment, or insurance plan, as appropriate and 
feasible. Inherent in this dimension is access to information that enables the client to 
make an informed choice.

Source: Adapted from the Quality Assurance Project website 

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.qaproject.org/methods/resdimension.html
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generally lead to better health outcomes, but it is not easy to measure the 
processes that take place during the private interaction between client and 
provider.

3.	 Outcome indicators are measures of change in a beneficiary population 
as a result of a set of activities. They can be long term (e.g., use of health 
services; changes in clients’ knowledge, attitudes, and behaviors) or short 
term (e.g., client satisfaction, adherence to recommended treatment). Long-
term outcomes may not be the best measure of quality: a patient may receive 
poor-quality care and make a full recovery or, on the other hand, receive 
high-quality care and not recover from a chronic or fatal illness. Short-term 
outcomes—client satisfaction and response to treatment—offer the client’s 
perspective but may not fully reflect other dimensions of quality. 

A combination of these three dimensions can yield useful quality measures at relatively 
low cost. 

The traditional facility audit reveals the presence or absence of the essential physical 
requirements for quality services. Record reviews can be supplemented by observations of 
client-provider interactions or written vignettes in which providers are asked to take a his-
tory, do an examination, order tests, make a diagnosis, and specify a treatment plan. 

These observations may give an imperfect picture of what actually happens in unobserved 
encounters, but they do demonstrate the provider’s skills in coping with a variety of clini-
cal conditions. Exit interviews can be used to obtain the client’s perspective on the visit 
and his or her understanding of the diagnosis and recommended treatment. 

Improving quality: Meeting or surpassing standards of performance. Improvements 
can pertain to all the dimensions of quality above. To be useful, national standards must 
be current, evidence-based, and relevant to the services being offered. They should be 
developed in a process that involves providers, thereby encouraging ownership and adher-
ence by those who are expected to work to the standards. 

The standards must be readily available and communicated not only to providers but also 
to individual clients and community members. It is important for health care providers 
to tell a client when his or her specific treatment request fails to meet standards of care, to 
fully explain the reasons, and to recommend the appropriate treatment alternative. 

For example, if a patient requests an antibiotic injection to relieve the symptoms of a cold, a 
health provider can cite the standards for administering antibiotics, explain the reasons for 
those standards, and offer other options (relief of symptoms) that conform to the standards. 

Improving quality in decentralized settings. Quality improvement is a particular 
challenge in settings where decentralization is taking place. Decentralization means that, 
to varying degrees, central-level managers set policy and plan strategically while local 
managers take increasing responsibility for providing health care and are held accountable 
for the health of the populations they serve. 
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As responsibilities are transferred to managers at peripheral levels, these managers must 
build experience and acquire new technical and managerial knowledge. The central gov-
ernment, in turn, must build its capacity to set clear national standards and service norms 
and establish a system for ongoing monitoring of performance. 

These new roles should be clearly delineated and agreed to, and the priorities of all levels 
should be acknowledged. Otherwise, there will be duplication, confusion, and conflict—
hardly conducive to improvements in the quality of services. 

Experience with decentralization in many countries has shown that it is possible to 
improve services rapidly while strengthening the capabilities of local health teams. With 
facilitators from the central or provincial Ministry of Health (MOH) or from NGOs, 
district or municipal teams engage in a logical, sequenced performance improvement pro-
cess. They use available data to assess current health conditions and service performance 
and then select one or two high-priority health concerns to work on. They define desired 
performance against standards, identify gaps, analyze the causes of the gaps, design their 
own solutions, mobilize support for implementing the solutions, and monitor their prog-
ress to measure changes in performance. 

Many of these teams have never worked together systematically to address specific health 
problems. The performance improvement process gives them experience in a new meth-
odology as well as the gratification of a real achievement: a realistic plan for improving 
performance in areas that they consider priorities. 

building and maintaining quality services: approaches 
and tools
This section briefly describes five approaches that you may find useful in building and 
maintaining the quality of services in your organization: performance-based financing, 
from improvement collaboratives, partnership defined quality, COPE (client-oriented, 
provider-efficient services), and standards-based management and recognition.

Performance-based financing (PBF). PBF is a powerful mechanism for improving the 
quality and increasing the use of health services by setting performance goals based on 
agreed-upon standards and indicators. The cornerstone of PBF is “payment for per-
formance,” based on a negotiated contract between the funding agency and a service-
providing organization. This contract establishes indicators of performance that clearly 
define performance targets. It requires the organization to complete a set of actions or 
achieve a measurable performance goal before receiving a transfer of money or goods. 

While rewarding the completion of activities and the accomplishment of immediate out-
puts, PBF capitalizes on these short-term results to achieve longer-term health outcomes. 
In this way, it encourages governments, NGOs, other private service-delivery organiza-
tions, and funding agencies to strengthen management capacity, estimate costs, set fees, 
and bolster systems for financial and information management. 

PBF empowers health managers to allocate resources in a way that rewards meeting health 
goals. By improving financial and information management capacity and expertise, PBF 

www.msh.org/resource-center/health-systems-in-action.cfm
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strengthens the sustainability and performance of ministries of health, district and com-
munity institutions, and NGOs. Performance-based grants or contracts have proven effec-
tive in increasing the use of health care services, stabilizing or decreasing costs of these 
services, contributing to the wise use of limited resources, and improving staff motivation, 
morale, and retention. 

The improvement collaborative approach. This methodology is designed to rapidly 
achieve significant—often dramatic—improvements in a focused technical area such as 
treatment of multidrug-resistant tuberculosis, provision of neonatal care, or management 
of a chronic disease. Improvement collaboratives supplement the elements of traditional 
public health interventions (standards, training, job aids, supplies, and equipment) with 
modern quality improvement features (teamwork, process analysis, monitoring of results, 
and client satisfaction). 

This approach engages large numbers of teams working in different health facilities and 
geographic areas in a joint effort to improve quality and access by achieving shared objec-
tives in the specified area. These collaboratives seek not only to improve quality at each 
facility but also to rapidly disseminate successful practices to multiple settings through 
the efforts of all the teams.

Performance-Based Financing in Action—An Example from Rwanda

Applying PBF in Rwanda. PBF is at the core of USAID’s flagship HIV/Performance-Based 
Financing Project in Rwanda, a collaboration between the Rwandan Ministry of Health 
and Management Sciences for Health (MSH) and its partners. The goal of the project was 
to support both the quality and quantity of services delivered through health facilities in 
all of the country’s districts. 

Initially, the project contracted directly with 85 health facilities to provide incentive 
payments for quantity in the delivery of specific HIV & AIDS and related services, and 
with districts to monitor indicators of quality of care. In fewer than two years, the 
project surpassed its objectives. In comparison to control districts where PBF had not 
been introduced, the PBF districts achieved significant improvements in the services 
delivered. 

To support this incentive system based on performance, MSH provided technical 
assistance to build staff capacity, strengthen systems (especially data flow and analysis), 
and improve QA policies and protocols. For the final two years of the project, PBF was 
established throughout the national health system, including its more than 400 health 
centers. The project transferred all its PBF contracts to five partners and concentrated on 
helping the MOH continue to strengthen its quality improvement management systems, 
management structure, operations, and information systems. 

The HIV/PBF project ended in 2009, but the team has continued to work, via a follow-on 
project, with the MOH on health systems strengthening.

You can read more about PBF and the Rwanda application from a USAID 
Mini-University presentation  as well as the end-of-project report.

http://www.keewu.com/IMG/pdf/PBF_mini-university_-_USAID_SOTA_Conference_April_3_08_-_Pollock_slide_.pdf
www.msh.org/resource-center/publications/upload/Rwanda-EOP-11-10-09_spreads.pdf
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To this end, there are two types of collaboratives.

1.	 Demonstration collaboratives are the initial facility-based teams that work 
out the details of implementing agreed-upon best practices and then carry 
out those practices at their sites. The participating teams work together to 
develop a common set of indicators to measure their desired outcomes. Each 
team collects data on the indicators for its facility and regularly reports these 
data to the other teams. Because they track progress and results and share 
their experiences, teams can quickly benefit from the knowledge gained 
from both successful and unsuccessful changes by any other team. 

2.	 Expansion collaboratives seek to scale up proven improvements, spread-
ing them beyond the initial teams to their facilities and then to a larger 
group of organizations. In meeting these objectives, participating teams are 
taking on a challenge, and they can draw on all the managing and leading 
practices described in Chapter 2 of this handbook. 

For more information on improvement collaboratives, the Quality Assurance 
Project provides information, as does the Institute for Healthcare Improvement.

Partnership Defined Quality (PDQ). PDQ is an easy-to-use tool that can bridge the 
gap in perceptions of health care providers and community members and make health 
care more responsive to the needs of communities. It engages communities in defining, 
implementing, and monitoring the quality-improvement process while helping eliminate 
social and cultural barriers to better health, strengthening the capacity of communities to 
improve health, and creating a mechanism for rapid mobilization around health priorities. 

PDQ helps community members and providers develop a shared vision of quality 
improvement that involves agreement on standards of performance, and it empowers 
them to work together to achieve their vision.

PDQ encourages health care providers and communities to look beyond the health system 
and seek solutions to health care deficiencies at the community level. Individuals, com-
munities, health-facility staff, and district-level managers form partnerships and take on 
shared responsibility for improving health services. 

Users of the PDQ tool generally form quality improvement (QI) teams so they can help 
communities continue monitor their own form of quality and maintain improved access 
to and use of services. Once community members become empowered to work together, 
they often achieve additional nonhealth benefits in such areas as food security, education, 
and economic opportunity.

You will find more information about PDQ from the Extending Service Delivery 
project website.

COPE (client-oriented, provider-efficient services). COPE is a quality-improvement 
process that enables service providers and other staff at a health facility to work with their 
supervisors to assess their services using self-assessment guides based on international 
standards and known best practices. 

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.qaproject.org/methods/collaboratives.htm
http://www.qaproject.org/methods/collaboratives.htm
http://www.maqweb.org/miniu/presentations/The_Improvement_Collaborative_June08.pdf
http://www.esdproj.org/site/DocServer/Partnership_Defined_Quality_ESD_Final_Branding_Edited.pdf?docID=2181
http://www.esdproj.org/site/DocServer/Partnership_Defined_Quality_ESD_Final_Branding_Edited.pdf?docID=2181
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With the guidance of a facilitator, staff and supervisors draw on a variety of mechanisms—
especially structured interviews with clients, nonusers of services, and internal custom-
ers—to identify problems, find root causes, seek effective solutions, and create realistic 
action plans. This self-assessment approach creates ownership of and continuing involve-
ment in the quality-improvement process.

Many COPE activities are carried out while staff are doing their routine work, to avoid 
interfering with the regular work day. Site supervisors are trained to facilitate the COPE 
process so that they can conduct follow-up sessions and introduce COPE at new sites. 
Ongoing COPE committees ensure long-term follow-up and ongoing institutional sup-
port of the process.

The COPE Handbook: A Process for Improving Quality in Health Services offers guid-
ance to COPE facilitators in orienting managers, training site facilitators, guiding facility 
staff in using COPE tools, and adapting the COPE process and tools to a facility’s needs. 
The handbook is supplemented by COPE tool books that contain the self-assessment 
guides, record-review checklists, client-interview guides, and client-flow analysis forms. 

The EngenderHealth website also offers information about COPE.

Standards-based management and recognition (SBM-R). This is a practical, proac-
tive management approach for improving the performance and quality of health services. 
Rather than emphasizing problems, SBM-R focuses on the standardized level of perfor-
mance and quality to be attained by:

■■ setting performance standards around clearly defined service delivery pro-
cesses or specific content areas;

■■ implementing the standards in a streamlined, systematic way;
■■ measuring progress to guide the improvement process toward these stan-

dards;
■■ rewarding achievement of standards through recognition mechanisms.

Standards-Based Management and Recognition in Action in Malawi

In collaboration with the Malawi Ministry of Health, the international health 
organization Jhpiego has applied SBM-R to infection prevention and control practices, 
with the goal of protecting clients and health workers from acquiring blood-borne 
infections and TB. First implemented at seven hospitals in three regions, the Hygiene is 
Life initiative has now been expanded to 35 hospitals nationwide. Local media coverage 
has helped generate demand for the initiative at hospitals in others areas of the country 
and has elicited interest from local leaders, providers, and community members. 

You can go to the Jhpiego website for further information about SBM-R in 
general as well as an account of the Malawi initiative and SBM-R success 
stories from other countries.

http://www.engenderhealth.org/pubs/quality/cope-handbook.php
http://www.engenderhealth.org/our-work/improving-quality/cope.php
http://www.jhpiego.org/media/focuson/sbmr_malw200702.htm
http://www.jhpiego.org/resources/pubs/infosheets/JHPinfo_SBMR.pdf
http://www.jhpiego.org/resources/pubs/infosheets/JHPinfo_SBMR.pdf
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element 2:   
Assuring equitable access for all people and communities

…the greatest gains in maternal, neonatal and child survival depend on 
effectively reaching the poorest and the most marginalized, who suffer the 
greatest burden of disease.

Cesar G. Victora 
Towards Greater Equity in Health for Mothers and Newborns

equitable access for all: the context
Among the barriers that delay or prevent poor households from accessing health care, the 
quality of available care is a critical factor. Clients may choose not to go to health facili-
ties if they have to wait for a long time, if the medicines or contraceptives they need are 
unavailable, if they do not feel welcomed and respected, or if the facility staff lack the skills 
to provide appropriate treatment. 

However, even when the quality of services is acceptable, other serious barriers exist. The 
most widely acknowledged are distance, geography, and the opportunity cost of lost time 
and wages. Social and cultural disparities that are equally critical are often less obvious. 
One of the most complex is class: differences in economic status, education, language, 
ethnicity, values and customs, and social standing between clients or potential clients and 
the health providers who serve them. 

Disparities in access lead to highly significant disparities in use of services and, conse-
quently, in health outcomes. Recent studies in several sub-Saharan African countries have 
looked at a package of four essential interventions: prenatal care, skilled attendance at 
delivery, postnatal care, and childhood immunization. In sub-Saharan Africa and South 
Asia, use of these interventions was about four times higher among the richest groups 
than among the poorest groups. It is not surprising that maternal, neonatal, and child 
mortality follow the same pattern of marked socioeconomic variations (UNICEF 2009).

Economic, social, and cultural inequities are especially daunting for marginalized groups: 
the rural poor, slum dwellers, those most at risk for HIV and AIDS, and—increasingly—
the elderly. The most effective health service managers and providers in both the public 
and private sectors are alert to the causes of inequitable access in their communities. They 
pay attention to their own sociocultural biases and make every effort to recognize the 
dignity of all clients and treat them with respect and courtesy. 

As a health manager or health service provider, you can look closely at your organiza-
tion’s management systems and use management and leadership practices to eliminate or 
reduce the systemic factors that keep certain populations from making full use of services. 
For example, you can scan service data and constantly monitor progress to be sure that 
your services are reaching the poorest citizens; you can formulate the objectives of strate-
gic and operational plans to include the underserved; and you can work to sensitize and 
align colleagues and local leaders around values, systems, and daily activities that pro-
mote equity.

www.msh.org/resource-center/health-systems-in-action.cfm
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The barriers to access are not limited to the marginalized populations mentioned above. 
Two additional factors can stand in the way of access to appropriate services: gender and 
age. In this context, we will look at the particular needs of both women and men, and of 
youth. 

gender equity 
[G]ender significantly influences a person’s ability to access health services. … 
In many places, most women are still marginalized. Their status—economic, 
social, and political—has …deteriorated under worsening economic conditions. 
They often receive far fewer of the benefits from socioeconomic development 
than do men. The inequities make women more vulnerable to health risks. 
They are less likely to receive the right services and treatment. … [And] 
attitudes towards “masculinity” may result in some men continuing sexual 
practices that affect their own health and endanger the health and lives of 
their families.

Management Sciences for Health 
The Manager, vol. 9, no. 3

gender equity: key issues
Defining gender. By “gender” we mean the characteristics, roles, and responsibilities that 
society expects of women and men, girls and boys. These expectations are based on social 
attitudes rather than biological differences. Gender is expressed in the relations between 
the sexes and in assumptions about so-called appropriate behaviors. Attitudes and expec-
tations related to gender are learned and can change from generation to generation, from 
culture to culture, and from one social, ethnic, or racial group to another within the same 
culture.

Fostering gender sensitivity. Gender sensitivity moves beyond the traditional focus on 
inequities that affect only women, without denying a tradition of male dominance that 
has made women more vulnerable and less powerful. This perspective recognizes that 
women’s ability to benefit from health, education, and economic opportunities cannot be 
improved without involving men in the process. 

If women and men are to be partners in progress, jointly contributing to social and eco-
nomic development, the goal is not to substitute one group’s interests over another’s; it is 
to open up discussion and work toward a new, shared vision in which all will benefit. 

This approach takes into account the different roles, social and economic relationships, 
and access to resources that society imposes on women and men. It recognizes the finan-
cial costs, opportunity costs, and social and cultural restraints faced by women and men 
seeking services. In the realm of health, for example, inequities in influence and power 
may prevent women from traveling to a health facility for care, or determine their willing-
ness to purchase or use a contraceptive. 

On the other hand, societal interpretations of “masculinity” may discourage men from 
acquiring health information, using condoms, or seeking treatment for sexually transmit-
ted infections (STIs). 
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Using a Gender Perspective to Reduce Barriers— 
Country Examples from Afghanistan, Peru, and Jordan

Competency-based education of midwives in Afghanistan. In Afghanistan, maternal 
mortality—the deaths of women during pregnancy or shortly after giving birth from 
causes related to childbearing—is among the highest in the world. Geographic barriers 
and societal restrictions make it extremely difficult for women in rural areas to go to 
health facilities for prenatal and postnatal care and delivery. 

To bring these services to women where they live, USAID’s REACH Program collaborated 
with the Ministry of Public Health and other stakeholders to introduce competency-
based education and accreditation of community-based midwives. The program trained 
more than 700 women who made the commitment to practice in their own communities 
after training. The program took special care to guarantee a safe living environment for 
the students, many of whom were away from their homes for the first time. It included a 
social network that cared for their children during the training period. 

Autodiagnóstico (self-assessment) in Peru. The ReproSalud Project, supported by USAID 
in Peru, was designed to reduce social barriers to women’s access to reproductive 
health services, including limited power to negotiate within sexual relationships, social 
isolation, domestic violence, lack of cash, and low self-esteem. It targeted the poorest, 
hardest-to-reach, most underserved Peruvian women, aiming to improve sexual and 
reproductive health through individual and community empowerment. 

The project featured the autodiagnóstico—a self-assessment process that groups of 
women used to identify their greatest reproductive health concerns or problems and 
to plan small “projects” to address these problems, the most common of which were 
vaginal infections, “too many children,” and “suffering during pregnancy.” The results 
of the autodiagnósticos were used to develop training programs for selected community 
women to qualify as volunteer health promoters and provide basic family planning and 
reproductive health services in their villages. 

The project also worked with village health committees and clinics to incorporate 
traditional customs (lighting, furniture, position during the birth), creating more 
comfortable, homelike settings for women during childbirth. The results were 
impressive: 5,000 women trained and working as health promoters; a contraceptive 
prevalence rate that increased by 23 percent; and 82 percent of participants having their 
babies with the assistance of skilled birth attendants. 

Male involvement in Jordan. USAID supported Johns Hopkins University’s Center for 
Communication Programs in a six-year initiative that promoted male involvement 
in family planning and reproductive health in Jordan. By providing credible, accurate 
information and engaging Islamic clergy, this program counteracted prevailing myths 
about family planning, reproductive health, and Islamic principles. 

Men who were reached through the program significantly increased their knowledge 
of birth spacing methods, displayed more positive attitudes toward birth spacing, and 
increased spousal communication and the inclusion of their wives in decisions about 
birth spacing. A large part of the program’s success was attributed to its respect for and 
adherence to principles in Islamic Sharia (law), the Jordanian Constitution, human rights 
values, and the values of Jordanian society. 

The USAID website includes further information about this program.

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.usaid.gov/our_work/global_health/pop/news/amman.html
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As a manager of a health program or health services, you will increase your effectiveness 
and bring better health results to your clients if you have a gender-sensitive perspective. 
You will need to consider women’s and men’s differing health needs and the constraints 
they face in accessing services within your geographic area and cultural environment. 
And you will be the most successful if you engage your entire staff in this endeavor. 

Mainstreaming and sustaining gender-sensitive services. As a manager or provider, 
you can take a leadership role in bringing a gender-sensitive approach to your services. 
You will not need to devote a separate program to gender equity; the most successful 
organizations mainstream gender across all their programs and services by building and 
maintaining a core set of skills and attitudes among all staff:

■■ awareness and understanding of gender issues;
■■ a commitment to address gender issues that obstruct access to services;
■■ the ability to adapt systems and procedures to accommodate a gender per-

spective;
■■ the ability to design, implement, and evaluate gender-sensitive services and 

activities.

Your organization should also work to maintain gender equity as much as possible within 
the local context. This means an appropriate distribution of male and female managers 
and providers, as well as the assignment of tasks that are appropriate to the skills of staff 
and the needs of clients, rather than to any traditional gender roles. 

gender equity: approaches and tools
Gender analysis. This is a systematic approach you can use to examine factors related to 
gender in the use of your services, or to design, implement, and evaluate projects. Appen-
dix A contains a framework for gender analysis that defines the most critical factors that 
affect the health of women, men, girls, and boys. These include the general environment; 
the activities of these groups (including paid and unpaid labor); their different levels of 
decision-making power; their access to and control over resources; and the prevailing gen-
der norms. 

With your staff, you can use the gender analysis framework to discuss how each of these 
factors affects your clients and potential clients, to be sure that your organization’s health 
services fully address the roles, needs, and participation of both males and females. 

Checklist for managing health services with a gender perspective. You and your 
staff can use a simple checklist to assess gender sensitivity in your organization and begin 
to make improvements. The checklist in Box 3 should cover the steps you will take to 
bring a gender perspective to health services. 

There are many examples of creative approaches to addressing gender inequities in health 
care. Here are three initiatives that brought needed health services to underserved clients 
by incorporating a gender perspective.
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meeting the special needs of youth
The young are the future of society, but they are also very much its present. …
As evidence from statistics and the experience of youth-serving NGOs shows, 
adolescents who are healthy and happy are better equipped to contribute to 
their communities as young citizens despite the major shifts occurring in the 
world they are about to inherit. 

United Nations 
World Youth Report 2003

the needs of youth: key issues
The reproductive health burden for youth. USAID’s Fact Sheet on Youth Reproductive 
Health Policy points out that young people in developing countries bear a disproportion-
ate share of unintended pregnancies, sexually transmitted infections (including HIV), 
sexual violence, and other serious social and reproductive health problems. Young women 
are particularly vulnerable because of their immature reproductive tracts and societal 
norms and pressures to have early and unprotected sex.

USAID has set forth policy goals for the reproductive health of youth:

■■ encouraging healthy, wanted pregnancy 
■■ preventing STI/HIV infection 
■■ improving nutritional status 
■■ reducing harmful cultural practices 
■■ reducing human trafficking and sexual abuse/coercion 
■■ stimulating economic development and reducing poverty 

To contribute to meeting these six policy goals, organizations that are concerned with 
youth need to recognize that young people tend to have less access to accurate informa-
tion about HIV and other STIs, family planning options, and other reproductive health 
issues than adults do. They are less likely to seek services because of stigma, societal pres-
sures, cost, and fear that they will be looked down on by health providers. 

BOX 3.  Checklist for Managing with a Gender Perspective

■■ Review the reasons for a gender perspective in managing health services.

■■ Review gender concepts and issues.

–– Introduce gender awareness, conduct a gender analysis, and scan 
organizational characteristics and systems that have relevance to gender-
sensitive services. 

■■ Look at prejudices, biases, and preconceptions that you and others may hold, and 
examine the evidence that refutes those stereotypes.

–– Set gender-related goals and objectives for your services.

–– Identify strategies, activities, and indicators of success.

■■ Sustain the gender perspective whenever you undertake new services or activities.

■■ Share your results and experience with other organizations that could benefit. 

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.youth-policy.com/index.cfm?page=KeyElements
http://www.youth-policy.com/index.cfm?page=KeyElements
http://www.youth-policy.com/index.cfm?page=KeyElements
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In fact, many health providers refuse to diagnose and treat youth with STIs or other repro-
ductive health concerns, or to offer family planning advice and methods either because 
of restrictive policies (local or donor driven) or because they disapprove of sexual activity 
among young people.

the needs of youth: approaches and tools
Community education and advocacy. As a manager or provider of health services, you 
can make a major contribution to the health of the young people in the communities you 
serve by recognizing and explaining that pregnancy, HIV, and STIs are health concerns 
rather than moral issues. You can advocate for comprehensive sexuality education pro-
grams in schools, which give youth the information they need to make sound reproduc-
tive health choices while respecting local values. 

The Interagency Youth Working Group (IYWG) is a useful resource in this effort. Funded 
by USAID, this is a network of NGOs, donors, and cooperating agencies that provides 
global technical leadership to advance the reproductive health and HIV & AIDS outcomes 
of young people. 

IYWG shares research and lessons learned with the reproductive health, HIV, and youth 
development communities; promotes strategies that move promising research findings 
and best practices into programs and policies; and advocates for greater focus on youth 
within reproductive health and HIV programs. The IYWG network brings information to 
those working with young people through Youth InfoNet, a monthly electronic publica-
tion with program resources and research summaries.

Youth-friendly services. Youth-friendly reproductive health care is best provided through 
stand-alone clinics or “youth corners,” where nonjudgmental providers make sexually active, 
unmarried youth feel welcomed and comfortable. These facilities should provide compre-
hensive, confidential reproductive health services that include STI care, family planning, 
and voluntary counseling and testing for youth. They should have staff skilled in counseling 
young people on sexuality, safer sex, pregnancy prevention, and STI and HIV prevention. 

The most youth-friendly settings engage young people as full partners in planning and 
implementing projects. They seek recommendations from youth—both clients and noncli-
ents—on changes to make services more comfortable and responsive. They involve youth 
in making decisions about how services are delivered through focus groups, interviews, or 
membership on advisory committees. And they recruit, train, and supervise peer counsel-
ors, providing nonmonetary rewards for good performance.

You can find a helpful guide in “A Rapid Assessment of Youth Friendly Reproductive 
Health Services.” This hands-on tool is designed for managers and providers to assess and 
improve youth services. Staff can record data covering background information, client 
volume, range of services provided, schedule of available services by each day, and details 
related to personnel and supervision. The guide includes sections where staff can record 
information on 12 youth-friendly characteristics: location, hours, facility environment, 

http://info.k4health.org/youthwg/about.shtml
http://www.fhi.org/en/Youth/YouthNet/Publications/YouthInfoNet/index.htm
http://www.pathfind.org/site/DocServer/YFS_TG_Final_web_version.pdf?docID=762
http://www.pathfind.org/site/DocServer/YFS_TG_Final_web_version.pdf?docID=762
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Young People in Action—Country Examples from Haiti and 
Mozambique

Leadership development for youth in Haiti. In Haiti’s Cité Soleil, young people have 
participated in the first Leadership Development Program (LDP) for young people, 
supported by USAID and cofacilitated by MSH with two local organizations, Fondation 
pour la Santé Reproductrice et l’Education Familiale (FOSREF) and Maison l’Arc-en-Ciel (MAEC), 
as well as Haiti’s Ministry of Health. 

Over several months, participant teams learned the practices of leadership and 
management and applied these practices to HIV & AIDS and other sexual and 
reproductive health challenges in their communities. They set measurable goals, drew 
up action plans, and reached out to mobilize other community members. By the time 
they completed the LDP, the teams had trained 4,450 young people on HIV prevention; 
trained another 252 youth on issues related to HIV & AIDS discrimination and 
stigmatization; and trained 90 youth as peer educators to do further outreach on HIV 
prevention, sexually transmitted infections, and teen pregnancy prevention.

Excerpts from a rap song created by young LDP participants (translated  
from Haitian Creole)

AIDS is our biggest challenge and its spread has caused much suffering.  
Confronting this challenge will not stop the disease  
But it is a way to prevent others from being infected. …

Listen to why leadership and management go hand in hand:  
If you’re informed, you can plan, you can concentrate, organize.  
One must have vision, clarity, support to confront challenges.

Young people, stand up! Let us engage in this struggle together.”

Preventing HIV among youth in Mozambique. Pathfinder International’s Youth in 
Action project strengthened school- and community-based initiatives to prevent HIV 
among adolescents and other youth in Mozambique. Working through local youth 
associations and NGOs, the project enabled young people in one district to not only 
protect themselves from STI/HIV infection but also develop and maintain healthy 
lifestyles; it engaged the youth as advocates for change in their communities, capable 
of impacting the knowledge, attitudes, and practices of their generation. The project, 
supported by Trocaire, an Irish NGO, emphasized building the capacity of youth 
associations to develop and maintain their own sustainable programs and to advocate 
for local and national policies and programs favorable to youth-oriented services.

Go to the Pathfinder International website to find out more about this 
program.

staff preparedness, services provided, peer education/counseling, educational activities, 
youth involvement, supportive policies, administrative procedures, publicity/recruitment, 
and fees.

Introducing youth-friendly services may require cross-sectoral or cross-departmental 
planning at the central level of the Ministry of Health and other ministries, with some 
redistribution of line items in the budget. 

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.pathfind.org/site/PageServer?pagename=Programs_Mozambique_Projects_YouthinAction
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element 3:  Providing integrated services

The limited evidence available suggests that integrated approaches to 
delivering health services, compared with vertical approaches, improve 
outcomes in selected areas. …In practice, most health services combine vertical 
and integrated elements, with varying degrees of balance between them.

WHO European Ministerial Conference on Health Systems  
Policy Brief, 2008

providing integrated services: the context 
The debate about the advantages and disadvantages of integrated and vertical services has 
persisted throughout the history of foreign assistance. Those who are in favor of vertical 
services—those which focus on a specific demographic population, disease, or health 
intervention—point out the following advantages to vertical services:

■■ Staff roles and responsibilities can be clearly defined and focused on a set of 
tasks that individual staff can reasonably master. 

■■ It is easier to make rapid decisions, monitor progress, and evaluate results. 
■■ Vertical services can usually muster more resources to address public health 

crises. 
■■ Integrated services can require systems and skills that place too great a bur-

den on service providers, supervisors, and managers, leading to a decline in 
the quality of care in all services.

Those who support integrated services—packages of preventive and curative health in-
terventions that address interrelated health problems for large populations—respond with 
the following:

■■ Integrated services offer more convenient and comprehensive services to the 
client. 

■■ They make possible more streamlined and cost-effective management 
systems and subsystems (supervision, clinic schedules, logistics, etc.) at the 
service delivery site. 

■■ Integration is already a reality at lower-level facilities, where one or two 
people provide all services.

■■ The formal integration of systems supports providers in sharpening their 
counseling and clinical skills. 

■■ Top-down vertical programs foster confusion, duplication, and waste by 
imposing different funding mechanisms, training curricula, supervisory 
systems, information systems, and reporting requirements on providers. 

The WHO website offers more information about integrated services, as do two 
issues of The Manager, one about managing integrated services, and the other 
about integrating STD and HIV Services into reproductive health settings. In 
addition, an MSH position paper describes a systems approach to combating HIV 
& AIDS.

http://www.who.int/healthsystems/technical_brief_final.pdf
http://www.msh.org/resource-center/managing-integrated-services.cfm
http://www.msh.org/resource-center/reducing-discontinuation-in-family-planning-programs.cfm
http://www.msh.org/news-bureau/msh-paper-calls-for-a-new-way-forward-for-third-generation-aids-programs.cfm
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providing integrated services: key issues
Defining integration. Integrated health services can be defined along a continuum, rang-
ing from the narrowest sense—the combination of two formerly separate services into a 
single, coordinated service—to a full package of preventive and curative health services 
available at a multipurpose service delivery point under one manager. 

The definitions also vary with the different perspectives of clients, providers, health man-
agers, and policymakers. 

■■ For the client, integration means health care that is seamless, easy to 
navigate, and coordinated. It means not having to make separate visits to 
a health facility to address different health concerns. It means both health 
workers who care for the whole person rather than for one particular illness 
and good communication among health workers at different levels of the 
health structure. 

■■ For providers, integration means coordination of the management systems 
for different technical services, particularly management of medicines, 
information, and finances. This coordination differs at different levels of the 
system. At the primary level, where there is often only one health worker, 
integrated delivery of services is a reality, but his or her job may be made 
easier or harder depending on how management support systems are orga-
nized. A tertiary hospital, at the other end of the spectrum, will be staffed by 
several specialists who need to communicate well to coordinate the care of 
each patient and to use equipment, supplies, space and staff efficiently. 

■■ For health managers and policymakers, whether at district, provincial, 
or national levels, integration happens when leaders of different technical 
programs in public, private, and voluntary health sectors break through 
the walls that divide them and make joint decisions on policies, financing, 
regulation, and delivery. 

Blending integrated and vertical services. Despite the arguments for and against inte-
grated and vertical services, the trend throughout the developing world is toward integra-
tion of related services, even within vertical programs. Good examples are the integration 
of HIV prevention, treatment, and care with TB services under the US President’s Emer-
gency Plan for AIDS Relief (PEPFAR), or the addition of Vitamin A or bednets to national 
immunization days. 

The decision to integrate is generally made at the highest levels of donor and government 
agencies. However, you need to work productively under whichever approach prevails at 
your level. The challenge is to make sure that the basic package of health services—how-
ever that package is defined in your setting—is available to all those who come to a service 
delivery site. 

The availability of a basic package of health services would mean that, at the service deliv-
ery site, health workers are trained and supervised to provide the full range of services—
or to refer clients to a higher-level facility—in a way that assures access, makes effective 
use of service staff, guarantees privacy, and minimizes costs (including time lost) to those 
who seek those services. At higher levels, it requires a coordinated, multisectoral approach 
to support and reinforce the services.

www.msh.org/resource-center/health-systems-in-action.cfm
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Preventing missed opportunities. One of the strongest arguments for integrating 
services is the potential for using a client visit to recommend or provide interventions 
beyond those that the client is seeking. For example: 

■■ When a mother brings in a sick child, a nurse who has been trained to 
provide integrated services can give nutritional advice, provide or schedule 
immunizations, and counsel the mother on family planning. He or she can 
inquire about the health of other family members and identify warning signs 
of potential problems.

■■ A patient who comes for curative care can be offered a wide range of preven-
tive services for her/himself and other family members.

■■ A prenatal visit can be the occasion for STI diagnosis and treatment, HIV 
counseling and testing, and, if appropriate, services for prevention of 
mother-to-child transmission (PMTCT).

■■ A patient who is receiving HIV services of any kind is a candidate for STI 
prevention and detection, family planning counseling, services to help pre-
vent HIV transmission, and diagnosis and treatment of tuberculosis. 

There are many instances where two or more existing vertical programs are brought 
together into an integrated package of services; two are shown in Box 4.

All forms of integration will require changes that may be difficult for managers, providers, 
and other stakeholders. The shift from vertical to more integrated programs cannot take 
place without political, technical, and administrative action throughout the broad health 
system, beginning with commitment from donors and the top tier of government. 

BOX 4.  Shifting from Vertical to Integrated Programs

Integrating management of childhood illness. Integrated management of childhood 
illness (IMCI) is a strategy to address the five major causes of under-five death in the 
developing world: diarrhea, pneumonia, malaria, measles, and malnutrition. The IMCI 
strategy is based on the realization that many children present with overlapping signs 
and symptoms of diseases, making a single diagnosis and treatment inappropriate. 

Under IMCI, health workers are trained to assess, classify, and treat the whole child, 
rather than dealing with only one specific health problem. The strategy includes facility-
based care, home care and care seeking, treatment at the community level, and referrals 
to and supervision from facilities. IMCI also recognizes the importance of improving the 
management systems that support these workers: drug supply, supervision, financial 
management, and information systems. In India and some other countries, neonatal 
care has been added to the package, and IMNCI has become the new acronym for this 
integrated approach. 

Integrating HIV prevention and family planning. Another recent instance of integration 
is between HIV and family planning, two programs that have traditionally been quite 
separate. The benefit of integrating these services is to avoid the missed opportunities 
that have become increasingly apparent as more women and men of reproductive age 
become infected with HIV or are at risk of infection. 

Key messages about unprotected sex and the communication and negotiation skills that 
people need to make responsible choices are at the core of successful efforts to reduce 
HIV transmission and avoid unintended pregnancy. 
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The shift may place a severe strain on programs that have been receiving financial and 
technical assistance focused on one health issue. Within a decentralized system, manage-
ment and leadership skills are required at each level to support and coordinate the needed 
changes in policy and financing, and in institutional systems, processes, roles, and respon-
sibilities. 

Those who have worked under a mostly vertical system are likely to be loyal to it and resis-
tant to changes in practices with which they have become comfortable. Managers of newly 
integrated programs must have the understanding and determination to help stakeholders 
(including staff) through the change process. Providers of integrated services will need 
solid training and ongoing supervision to master the new skills to search for, diagnose, 
and resolve complex problems covering a range of health components. 

providing integrated services: approaches and tools

Guidelines, frameworks, and checklists for integrating HIV and family planning. In 
2003, USAID published “Family Planning/HIV Integration: Technical Guidance for USAID-
Supported Field Programs.” This document offers suggestions for effective integration 
approaches based on experience and analysis of integrated program design and imple-
mentation. 

A 2007 USAID document, A Framework for Integrating Family Planning and Antiretroviral 
Therapy Services, includes comprehensive charts of entry points and levels for integrated 
family planning and HIV information and services.

Many programs are a combination of vertical and integrated systems and services. You 
can use the Sample Integration Assessment Checklist to analyze the extent to which your 
organization’s or program’s management systems are integrated. 

This tool covers eight systems: planning/budgeting, internal organization, staff roles and 
responsibilities, training, supervision, logistics (including vehicles), management infor-
mation systems/monitoring, and client services. It describes the characteristics of fully 
vertical, mixed, or fully integrated management for each of these systems and offers sug-
gestions for improving the systems to make an integrated program more effective.

Integrating TB and HIV testing in Rwanda. Tuberculosis is the most common oppor-
tunistic disease and leading cause of death among people who are HIV-positive. Testing 
HIV-positive people for TB and TB patients for HIV enables them to be treated for and 
counseled on living with both diseases.

With funding from PEPFAR, Rwanda has developed national protocols for integrating 
TB and HIV testing. HIV-positive clients in all health centers are being tested for TB, and 
between 2005 and 2006, the percentage of TB patients tested for HIV rose from 40 per-
cent to 75 percent. PEPFAR/Rwanda’s success in rapidly integrating TB and HIV &AIDS 
interventions is credited to cooperation with the Government of Rwanda, the ability to do 
HIV testing in TB wards, and the widespread use of community-based education and case 
management (USAID 2006).

www.msh.org/resource-center/health-systems-in-action.cfm
http://www.maqweb.org/maqtools/docs/fphiv.pdf
http://www.acquireproject.org/fileadmin/user_upload/ACQUIRE/Publications/FP-HIV-Integration_framework_final.pdf
http://www.msh.org/resource-center/managing-integrated-services.cfm
http://www.usaid.gov/rw/our_work/newsroom/aidinaction/docs/2006/tbandhiv.html
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Integrating family planning into HIV care and treatment in East Africa. In the 
mid-1990s, Pathfinder International recognized that many HIV-positive women in East 
Africa were not obtaining contraception at health facilities because providers felt that they 
should not be sexually active. To combat this discrimination, Pathfinder added a multi-
country community home-based care (CHBC) program into its community-based family 
planning distribution. 

Under the integrated program, volunteers in Ethiopia, Kenya, and Tanzania have been 
trained to provide HIV-positive clients, their households, and community members a full 
spectrum of HIV prevention and AIDS care and support services. The volunteer CHBC 
providers are especially suited to address the family planning needs of HIV-affected house-
holds because many of them are HIV-positive themselves. This integrated service is build-
ing synergies for safer sex education, promotion of dual protection, and reduced stigma.

element 4:  Scaling up

At times, good ideas spread of their own accord. They may be so 
groundbreaking, involve such pioneering technology and meet such pressing 
needs that they proliferate seamlessly. Most good ideas, however, do not 
spread with such ease. They require the backing and energies of committed 
individuals and organizations to design and carry out strategies for expansion 
that are carefully tailored to the realities of their settings. The question of 
sustainable scaling up is at issue.

Ruth Simmons, Peter Fajans, and Laura Ghiron 
Scaling Up Health Service Delivery 

scaling up: the context
There are many definitions of scale-up. A WHO Technical Brief, “Scaling Up Health 
Services: Challenges and Choices,” offers one of the clearest and most comprehensive: “the 
effort to magnify the impact of health service innovations successfully tested in pilot or 
experimental projects, so as to benefit more people and to foster policy and programme 
development on a lasting basis” (WHO 2008b). 

This definition implies that equity and sustainability are essential elements of scale-up. The 
definition applies not only to innovative pilot programs; it is equally applicable to increas-
ing coverage for well-recognized interventions such as immunization and birth spacing.

WHO delineates scale-up at four levels that mirror the results levels discussed in this 
handbook in the section of Chapter 8 titled “Frameworks for the Design and M&E of 
Health Services”:

■■ inputs/resources: mobilizing more funds, more staff 
■■ outputs: providing more services (access, range); performing better (quality, 

efficiency) 
■■ outcomes: reaching more people (coverage), attracting more clients (utili-

zation) 
■■ impact: reducing morbidity or mortality 
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scaling up: key issues
Choosing and adapting evidence-based practices. You will want to gather information 
on practices that have been successfully scaled up in comparable service delivery contexts. 
You are likely to find many appealing examples from a variety of settings. Your task is to 
select the most appropriate practices from those that you have considered—practices that 
you and your staff have the capability and resources to adapt for your organization’s needs. 

You may then need to make the case for your choices with decision-makers in and beyond 
your organization, persuasively communicating the results of your search and the justifi-
cation for choosing to adopt new practices.  

Finding freely available information about evidence-based practices on the Internet 
requires you to seek accurate, trustworthy sources and weed out those that might seem 
convincing but are actually biased, inaccurate, and misleading. Start with focused searches 
of reputable websites such as those listed in Box 5.

Here are some tips for getting the information you want from a website.

■■ Using the subject headings provided on websites, rather than searching for 
key words, will often unearth information faster.

■■ If you must use key words in your search, define your topic as precisely as 
possible. For example, a search for “children HIV AIDS Africa programs 
2007 to 2010” will return more pertinent information on current interven-
tions than simply “children HIV AIDS Africa.”  

■■ Search engines such as Google or bing! may point you to subscription-only 
journals, which limit the amount of information you can obtain at no cost. 
You can work around this challenge by using “information portals”—sites 
that consolidate different types of information from many sources. WHO’s 
Global Health Library (www.globalhealthlibrary.net) and the US Govern-
ment’s Partners in Information Access (www.phpartners.org) are good 
examples, as are the Cochrane Library and Knowledge for Health websites 
described in Box 5.

■■ Not all journals are subscription-based. The Directory of Open Access 
Journals (www.doaj.org) links to numerous public health journals whose 
contents are peer-reviewed and made freely available around the world. 
Many of these journals are included in the information portals noted above.

Identifying and addressing constraints. If change in general is so prevalent in the 
health sector, why is scale-up so difficult and successful scale-up so rare? In general, fail-
ures are attributed to limited resources and formidable geographical, political, and socio-
cultural barriers. These general constraints are manifested in four areas: 

■■ disbursement of funds: the lack of funds or, even when funds are available, 
the absence of an efficient system for disbursing them;

■■ communication: unshared technical and financial information, which 
otherwise would allow people in many places to adapt the intervention(s) to 
suit their own local values or circumstances;

■■ demand: the failure of demand for services to match the scaled-up supply; 
■■ the political and legal environment: policies or laws that block progress.

www.msh.org/resource-center/health-systems-in-action.cfm
www.globalhealthlibrary.net
www.phpartners.org
http://www.doaj.org
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Underlying these constraints may be not only a lack of managerial or technical capacity on 
the part of potential adopters of an intervention but also the absence of a political com-
mitment or local ownership.

The conference on Scaling up for Health organized by BRAC (an international NGO 
primarily focused on economic development), the Gates Foundation, and the Rockefeller 
Foundation (IDS 2008), defined key requirements for overcoming barriers to scale-up:

■■ Planning for scale-up at the outset of an intervention;
■■ Drawing on a set of skills different from those needed to develop the inter-

vention. These include political analysis (to know who will win or lose 
from the proposed changes); institutional analysis (to assess the capacity of 
organizations to scale up and regulations to change, as needed); mobilization 
(to generate demand); communication (to craft messages that explain and 
encourage effective use); risk assessment (to allow for and manage unantici-
pated events); 

BOX 5. � Some Internet Sources of Information on 
Evidence-Based Practices

■■ Cochrane Library (http://www.thecochranelibrary.com/view/0/index.html) provides 
information on the effects of clinical practices and reviews interventions that are 
intended to help health workers make informed decisions. 

■■ Knowledge for Health (https://www.k4health.org/node/2) offers information on 
practices for family planning/reproductive health and HIV & AIDS, with toolkits for 
training, policy, knowledge, and advocacy. The site houses 32 free online courses on 
specific diseases, policies, and practices, as well as discussion boards where users can 
share experiences. Within this site, you will find Family Planning: A Global Handbook 
for Providers, which contains up-to-date information and guidelines for all family 
planning methods. 

■■ The Lancet Series (http://www.thelancet.com/series) is a collection of related articles 
that address clinically important topics and areas of health and medicine often 
overlooked by mainstream research programs and medical publications. For example, 
the Series theme in January 2010 was neglected tropical diseases.

■■ MedLine Plus (http://www.nlm.nih.gov/medlineplus/healthtopics.html) is jointly 
produced by the National Institutes of Health and the US National Library of 
Medicine. MedLine Plus provides basic information on numerous health topics; links 
to up-to-date research, including clinical trials; and dictionaries and glossaries.

■■ MSH Health Manager’s Toolkit (http://erc.msh.org/toolkit) is a compendium of tools 
developed and tested by organizations throughout the world that are helping health 
professionals provide accessible, high-quality, sustainable health services.

■■ UNAIDS Knowledge Center (http://www.unaids.org/en/PolicyAndPractice/default
.asp) provides guidelines for evidence-based practices related to HIV & AIDS. The site 
provides guidelines for prevention, testing and counseling, treatment, etc. The site 
also discusses recommended HIV policies, including universal access. 

■■ World Health Organization Health Topics (http://www.who.int/topics/en/) contains 
general and technical information and recent publications about a wide range of 
health topics, as well as information about WHO programs that focus on particular 
health areas.

http://www.thecochranelibrary.com/view/0/index.html
https://www.k4health.org/node/2
http://www.thelancet.com/series
http://www.nlm.nih.gov/medlineplus/healthtopics.html
http://erc.msh.org/toolkit
http://www.unaids.org/en/PolicyAndPractice/default.asp
http://www.unaids.org/en/PolicyAndPractice/default.asp
http://www.who.int/topics/en/
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■■ Acknowledging failure and learning from it. This requires the ability to solve 
problems as they arise and the flexibility to move in new directions when 
events do not work as planned;

■■ Conducting monitoring and evaluation during both the trial and scale-up, 
to distinguish between the effectiveness of the intervention itself and the 
effectiveness of the scale-up process, as well as to track costs in both phases. 

The call for intersectoral collaboration. Recent sources of health funding—the Global 
Fund to Fight AIDS, Tuberculosis and Malaria; PEPFAR; the President’s Malaria Initiative 
(PMI); the World Bank—reflect an understanding that no single sector can successfully 
address all constraints and bring about all needed changes. 

Collaboration for scale-up usually involves both the public and private sectors, which 
make their unique contributions by reaching different population groups, working in 
different settings, providing different kinds of technical and management expertise, and 
developing innovations geared to different needs. Intersectoral collaboration for scale-up 
of health practices can also bring to bear the contributions of all the economic/social sec-
tors—not only health care but also education, agriculture, and industry. 

Scale-up and change. Scale-up at any level requires changes in clinical practices, health 
care providers’ practices, management practices, and management systems. Resources 
must be reallocated and roles adapted, possibly resulting in loss of status for some people. 
Larger scale-up may involve changes in organizational strategies and structures. Over the 
years, health and development professionals have learned that successful change takes 
time and strong leadership.

All who are working to improve health—from international donors to clinic nurses to 
village leaders—are involved in encouraging, leading, or implementing change. Accord-
ing to Everett Rogers, pioneer of the diffusion of innovations theory about how new ideas, 
products, or behaviors spread, there are five kinds of adopters (2003). The characteriza-
tions that follow apply to both individuals and organizations. 

■■ Innovators. Innovators are relatively rare; they are the first to embrace a 
new idea, technology, or approach, even if it involves risk.

■■ Early adopters are not far behind, and they adopt new ideas as soon as 
benefits are apparent. They are quick to see how a new practice can help 
them reach their goals and are also willing to take on risk.

■■ Early majority and late majority. Together, these groups include more 
than half the population. The early majority wants proof of benefits, ease 
of adoption, and reasonable cost. The late majority dislikes risk, is uncom-
fortable with new ideas, and is even slower and more reluctant to adopt 
innovation.

■■ Slow changers. These laggards are usually a small percentage of any 
group. They might resist the change until they can no longer discount 
improved results or are required to adopt the new practice if they are to 
keep their jobs.

www.msh.org/resource-center/health-systems-in-action.cfm
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You are likely to find that people react to change in a variety of ways. Key roles in the dif-
fusion of innovations follow.

■■ Opinion leaders. Opinion leaders can spread ideas through their social net-
works, and their ideas and behaviors are important to others. The support of 
an opinion leader will help you implement change.

■■ Change agent. If you are convinced that a practice or set of practices that 
has worked in one setting can be scaled up to improve services in other 
settings, you can act as a change agent, transmitting your commitment and 
enthusiasm and gaining the buy-in of those staff members who will do the 
hard, day-to-day work of implementing the change. 

■■ Change team. The task will be much easier if you work with a change team 
that shares your view of the importance of the new practices. The majority of 
staff need to become aware of how the changes will help meet an organiza-
tional challenge and improve the care of clients.

No matter which category they fit into, potential implementers must be convinced that the 
new practice:

■■ addresses identified challenges and offers clear benefits to them and to the 
people they serve;

■■ can be tested without a huge investment or risk;
■■ is consistent with organizational values;
■■ can be carried out without seriously disrupting current services.

scaling up: approaches and tools
A conceptual framework and steps for a scaling-up strategy. The publication Practi-
cal Guidance for Scaling Up Health Service Innovations provides a framework that offers a 
context and process for scale-up efforts (WHO 2009). This conceptual framework encom-
passes five essential elements of successful scale-up:

1.	 The innovation (a health intervention or package of interventions);
2.	 The user organization (the organization that is expected to adopt the inno-

vation);
3.	 The external environment (conditions and institutions that affect the pros-

pects for scaling up);
4.	 The resource team (individuals and organizations that will promote wider 

use of the innovation);
5.	 The strategic choice areas (plans, actions, and strategic choices for estab-

lishing the innovation in policies, programs, and services).

These elements translate into the steps needed for successful scale-up. The framework is 
grounded in the principles of “respect for, fulfillment of and promotion of human rights. 
This means integrating human rights norms into scaling-up initiatives, including human 
dignity, attention to the needs and rights of vulnerable groups and an emphasis on ensur-
ing that quality health services are accessible to all” (WHO 2009).
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Building on Experience, Data, and Enthusiasm to Scale Up— 
Country Examples from Senegal and Egypt

Scaling up postabortion care (PAC) in Senegal. In the late 1990s, the Ministry of Health 
of Senegal initiated a pilot study of a postabortion care model based on community and 
service provider partnerships; counseling; treatment; contraceptive, family planning, 
and reproductive health services; and other health care services. The pilot study showed 
that the PAC model could work well in secondary and tertiary settings. Later studies 
conducted by IntraHealth and EngenderHealth in a few rural districts showed that the 
model could also succeed at primary and community facilities. 

On the basis of these studies, MSH collaborated with the Ministry of Health to implement 
the model in 23 rural health districts that covered more than half the population of 
Senegal. The scale-up had four phases. It began with an assessment of availability 
and quality of postabortion treatment in rural areas. It then provided training geared 
to the capabilities and needs of providers and supervisors, nearly 90 percent of whom 
were midwives, nurses, and counselors at health posts and health centers. Data were 
collected through a PAC register at all intervention facilities. 

Finally, the scale-up effort incorporated supportive supervision that engaged providers, 
district health care management teams, and well-educated community members in 
planning and implementing PAC improvements. This carefully phased scale-up more 
than doubled the number of women seeking and receiving PAC services at health 
posts and clinics and quadrupled the number leaving the facility with a modern family 
planning method.

Scaling up good leadership and management in Egypt. When the Aswan Governorate 
in Egypt completed MSH’s leadership development program in 2003, the 10 participating 
teams—doctors, nurses, and outreach workers from hospitals and clinics throughout the 
region—were so enthusiastic about the results they had achieved that they continued 
the program with their own resources. 

By applying leadership and management practices to health care service challenges, 
they had significantly improved service delivery indicators and the operations of 
primary health units. 

They saw striking changes in the way staff worked with their coworkers and the way 
clients were being cared for. 

One and one-half years later, the program had spread to cover 78 rural health units 
in five districts of Aswan, and the ground was laid to scale up the program nationally. 
Participants in the second year of the LDP increased the volume of prenatal and 
child care visits, created a new medical information system, and increased the use 
of contraceptives. Program materials were standardized, new LDP facilitators were 
recruited and trained, and management systems were strengthened to provide 
continued support for the effort in other governorates across Egypt. 

In 2005, 15 doctors from Afghanistan visited the Aswan program, saw the similarities in 
the concerns and cultures of Afghanistan and Egypt, and returned to initiate a highly 
successful leadership development program in their own country. 

www.msh.org/resource-center/health-systems-in-action.cfm
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The improvement collaborative approach. As described under Element 1: Establishing 
and Maintaining High-Quality Services, this approach engages teams at different sites in a 
joint effort to meet common objectives. In addition to the focus on quality, improvement 
collaboratives are designed to scale up improvements by rapidly disseminating successful 
practices to the organization(s) participating in the collaborative and eventually to other 
organizations as well. 

The change process. To scale up relatively small changes, health managers and providers 
can implement the change process in phases that reflect the management and leadership 
practices: 

■■ Phase 1: Recognize a challenge—the gap between desired achievement and 
actual achievement. (Scan)

■■ Phase 2: Identify promising practices for improving services. (Focus)
■■ Phase 3: Adapt and test one promising practice or set of practices to make 

sure it fits the context and to work out any difficulties in a limited setting. 
(Organize)

■■ Phase 4: Implement the new practice(s), building a support base that will 
make it possible to move from adaptation to actual application. (Organize, 
align/mobilize, implement) 

■■ Phase 5: Scale up the successful new practice(s) and the systems that under-
pin it. (All managing and leading practices)

element 5: 
Providing community-based primary health care

The gathering of health ministers from around the world at Alma-Ata, 
Kazakhstan, in 1978 was arguably the most influential meeting of its kind in 
the history of public health. The Declaration of Alma-Ata remains one of the 
most influential yet debated documents in the field of health, with its call for 
meaningful involvement of communities in the design and control of affordable 
health services. Can it work for the billions of poor today?…Surely yes!

Jon Rohde and John Wyon 
Community-Based Health Care: Lessons from Bangladesh to Boston

community-based health care: the context
What are the characteristics of successful, lasting community-based health services?

A task force of the International Health Section of the American Public Health Associa-
tion recently completed a study of the effectiveness of community-based primary health 
care (CBPHC) in improving the health of children in high-mortality, resource-poor set-
tings. The reviewers studied CBPHC programs that had been in effect for 10 years or more 
and had succeeded in improving the health of children. In all instances they found: 

■■ a broad array of primary health care services, including family planning and 
reproductive health;

■■ referral for care at higher levels;

http://www.msh.org/resource-center/community-based-health-care.cfm
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■■ use of CHWs and support for them through strong training and supervision;
■■ routine, systematic home visits;
■■ a strong partnership between the community and the government health 

program;
■■ a high level of community trust in the health program;
■■ treatment of clients with a high level of respect.

The challenge for managers and providers is to bring these characteristics to life in the 
communities they serve. 

community-based health care: key issues
Building community participation. Communities that engage actively in promoting, 
delivering, and supporting their health services have a greater understanding of and com-
mitment to healthy choices. Engaged communities establish an environment that encour-
ages more residents to use health services. 

Their involvement makes it more likely that they will contribute financially and in-kind 
and will help identify supplementary funding sources outside the community, enabling 
health programs to reach new segments of the population. Community participation also 
brings local solutions to service delivery problems, responding directly to the concerns 
and needs of clients and potential clients. 

To reap these benefits, the participation must be real and meaningful. National policy 
must actively promote community involvement and give civil society organizations, 
community advisory committees, formal and informal community leaders, local govern-
ment, and community-based providers a substantive role in decisions about their health 
services. To play their roles effectively, these groups and individuals need to build skills in 
planning, training, supervision, and monitoring of activities and funds. 

Community-based delivery of health services. The delivery of health services within 
the community depends on community health workers (CHWs): community members 
who are motivated, thoroughly trained, and well supervised, and who have the medicines 
and supplies they need to provide health education and basic care to their neighbors. 

CHWs can perform a wide range of services. They can promote healthy lifestyle choices, 
provide preventive care, monitor the community’s health, identify patients at particular 
risk, diagnose and treat common conditions, provide basic curative services, and distrib-
ute condoms and resupply oral contraceptives and injectables. They can make referrals to 
health facilities and act as the critical liaison between the community and the facilities, 
interpreting the social climate to facility-based providers and acting as a first alert for 
emerging public health issues. 

The range of services CHWs are permitted to provide is largely determined by govern-
ment policy. In many countries, a lack of effective leadership and vision at the national 
and provincial levels has prohibited CHWs from providing care that could have a real 
impact. One example is the reluctance of governments to allow CHWs to treat children 
with pneumonia with antibiotics—despite a joint statement in which WHO and UNICEF 
endorsed this practice (WHO/UNICEF 2004). 

www.msh.org/resource-center/health-systems-in-action.cfm
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Another example is the refusal of some authorities to allow CHWs to administer contra-
ceptive injections or resupply oral contraceptives. 

When doctors or nurses are unavailable and health facilities are inaccessible, these restric-
tions mean that clients are left without any effective services to meet common health needs.

Community links with health facilities. Health facilities are critical for the performance 
of several functions that support community-based care: the training and supervision of 
CHWs, referrals and counter-referrals, lab tests, and, in some settings, the provision  
of pharmaceuticals and medical supplies. 

The quality of CHWs’ work depends largely on the quality of training and supervision pro-
vided by facility-based staff. Trainers and supervisors need to be secure in their knowledge 
of all the areas for which the CHWs are responsible. They need specific skills to provide 
hands-on adult learning experiences geared to the educational levels, culture, and values 
of CHWs. 

Trainers and supervisors also need to be able to provide supportive supervision that fea-
tures two-way communication as well as performance planning and monitoring. And they 
need a reliable source of medicines, contraceptives, and other supplies; a safe place to store 
them; and systems for procuring and distributing them, as detailed in Chapter 7 of this 
handbook.

The health facility also functions as the repository for the referral of patients for more 
complex services: long-term contraceptives, treatment of severe illnesses, or response to 
danger signs. Community Case Management Essentials: Treating Common Childhood 
Illnesses in the Community (CoreGroup, Save the Children, USAID 2009) points out that 
the most efficient referral systems have proven to be those in which the CHW: 

■■ provides initial treatment prior to referral; 
■■ promotes compliance by counseling families about why referral is necessary 

and making a formal written referral;
■■ monitors the referral process by: 

–– recording referrals in a register
–– receiving a “counter-referral” from the facility health worker—a note 

to the CHW stating the outcome and explaining desired follow-up;
–– tracking the referral and counter-referral in a health information 

system and discussing the process in supervisory visits or monthly 
meetings;

■■ addresses geographic and financial barriers to referral by doing one of the 
following:

–– inquiring about barriers and working with the family to address them;
–– identifying a source of funds or emergency transport at the commu-

nity level;
–– accompanying the family to the health facility to ensure that they 

receive immediate care.
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community-based health care: approaches and tools
Community case management (CCM). Community Case Management (CCM) is a 
strategy to deliver lifesaving curative interventions for common childhood illnesses where 
access to facility-based services is low. The publication cited above, Community Case Man-
agement Essentials: Treating Common Childhood Illnesses in the Community, is a “how-to” 
guide for program managers to use in starting a new CCM program, improving an exist-
ing one, or expanding CCM to new geographic areas. It provides operational guidance to 
design, plan, implement, monitor, and/or advocate for CCM that responds to local needs 
(CoreGroup, Save the Children, USAID 2009).

Community Case Management Essentials was developed by a network of NGO partners 
that generates collaborative action and learning to improve and expand community-
focused public health practices for women of reproductive age and children under five. 
This guide draws on the experiences of 18 CORE Group member organizations that have 
worked with Ministries of Health, USAID, and community-based partners to implement 
long-lasting CCM programs in more than 27 countries. 

Community COPE. This approach is an adaptation of the COPE (client-oriented, provider-
efficient services) process discussed under Element 1: Establishing and Maintaining High-
Quality Services. Community COPE encourages the community to take ownership of qual-
ity improvement at facility and community levels. It helps supervisors and staff at service 
delivery sites gather information from the community about the strengths and weaknesses 
of the facility’s services, and it engages community members in helping remedy the weak-
nesses. Community COPE involves a participatory process with tools for each phase: 

■■ meeting with local leaders
■■ identifying community groups to work with
■■ conducting participatory activities
■■ developing, prioritizing, and implementing an action plan
■■ ensuring ongoing quality improvement (EngenderHealth 2002)

Community mapping in Bangladesh. In the late 1980s, Technical Assistance Incor-
porated (TAI) and MSH worked with field-workers and community volunteers in Ban-
gladesh to develop a type of community mapping known as ELCO maps, showing where 
ELigible COuples (married couples of reproductive age) lived and what method of contra-
ception they used. 

More than 33,000 volunteers, most of whom could not read or write, were trained to talk 
to their neighbors about family planning and to distribute contraceptives. To track their 
efforts, they drew simple maps that provided a quick, accurate picture of a community and 
its family planning needs. ELCO maps proved useful on every level—from the community 
volunteers and their supervisors to regional health professionals and government officials. 

The technique was later adapted in India to enable community health volunteers to track 
prenatal and postnatal care, immunizations, and child health services as well as fam-
ily planning. They used ELCO maps to plot the best routes for home visits; track clients’ 
health status; motivate clients to adopt healthy behaviors and use health services; and 
provide follow-up. 

www.msh.org/resource-center/health-systems-in-action.cfm
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The community mirror in Guinea. In USAID’s PRISM Project in Guinea, MSH intro-
duced the community mirror or miroir de santé communautaire—a tool that helps commu-
nities monitor their health needs so that they can advocate for services to meet those needs. 

The “mirror” is a chart that uses pictures to depict health areas that community mem-
bers feel are most critical. For each area, activities are counted each month and written in 
columns. For example, in the area of child health, one community mirror provided col-
umns to track the children who came to the CHW with diarrhea and how many of them 
received oral dehydration salts. 

Each month, representatives from several villages come together to compile and compare 
the information in their community mirrors and provide the results to the regional health 
center. The community mirror is displayed publicly in the village so that all villagers can 
see and learn about the status of their village’s health. They can then use that information 
to advocate with their CHWs and health facilities for improvements in services.

element 6: Working with the private for-profit sector

The objective is to use the private sector more effectively to meet public 
health goals by identifying policies that can improve the quality, distribution, 
and cost-effectiveness of the private production of health services.… In the 
simplest terms, the desired public-private mix is often assessed as a matter 
of balancing efficiency and equity considerations. From this perspective, the 
private sector is typically seen as being more efficient and the public sector as 
more equitable.

Carlos J. Cuéllar, William Newbrander, and Gail Price 
Extending Access to Health Care through  

Public-Private Partnerships: The ProSalud Experience

working with the private sector: the context
The private sector covers a broad array of entities, including civil society organizations, 
nongovernmental organizations, and faith-based organizations with which resource-
limited governments often contract to provide services. In this section, however, we are 
focusing on the for-profit sector, which presents a particular set of opportunities and chal-
lenges. This sector comprises:

■■ commercial suppliers, distributors, wholesalers, and retailers who market 
and distribute health products or health-related products (soap, fortified 
foods);

■■ banks, phone companies, and other large commercial institutions that support 
health services or their employees, their families, and other population groups; 

■■ private health providers who diagnose and treat a variety of health conditions 
among rural and poor populations; this includes participants in the informal 
health sector: traditional healers, midwives, and individual medicine sellers. 

Among the poorest populations in the world, a significant and growing proportion of 
health care is provided through the private for-profit sector. The Global Health Council 
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reports that in sub-Saharan Africa, more than 40 percent of the people obtain their health 
care from this sector; the figure rises to more than 50 percent of rural populations in 
Uganda and Nigeria (Global Health Council 2008). 

Private providers are sometimes the only source of health care for the poor. They are often 
closer than government facilities and may be less expensive once lost working time, travel, 
and unofficial user fees are taken into account. However, the quality of care is inconsistent, 
and poor clients may get inadequate services for their money.

working with the private sector: key issues
Benefits of partnering with the private for-profit sector. Given the prevalence of 
private-sector care and the limited resources available in the public sector, many govern-
ments acknowledge that public health requires actions by both public and private pro-
viders through public-private partnerships (PPPs). There is general agreement that the 
public sector must focus on providing critical health care to the poorest while creating an 
environment in which the private sector can help the state achieve its public health goals 
(International Finance Corporation 2007). 

Collaboration with the private sector extends the reach of the public sector in the face 
of severe budgetary constraints. Private-sector services are self-sustaining; they do not 
require support from donors or governments. Public-private collaboration allows the pub-
lic sector to devote its resources to those most in need, encouraging those who can pay to 
use the private sector. In this model, the government acts as a steward, providing guidance 
to private providers and users of private services.

Barriers to PPP. Despite the general acknowledgment of the important contribution the 
private sector can make to public health, there are major barriers that make it hard for the 
public sector to ascertain and maintain the quality of private-sector services. 

■■ Ministries of health often lack information on the reach and capacity of the 
private sector.

■■ The private health sector tends to be fragmented and disorganized, with 
weak professional associations and few networks representing private-sector 
perspective and interests. 

■■ Private-sector providers often lack information on public-sector health pri-
orities and standards of care; they have little access to training opportunities.

■■  It is difficult to make the profit motive compatible with the public health 
mission and goals. 

■■ There is a long history of mistrust and poor communication between the 
public and private sectors.

Although the private for-profit health sector seeks to make a profit, this can be compatible 
with a concern to deliver quality services and an interest in the clients’ well-being. This 
compatibility with public health goals is not always understood. 

www.msh.org/resource-center/health-systems-in-action.cfm
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working with the private sector: approaches and tools

Division of labor between the government and private sector. To determine the best 
mix of public and private health care provision and financing, it is necessary to define 
which sets of services each sector can handle most effectively, make certain that comple-
mentary work is done in both sectors, and find a public-private mix that reduces differ-
ences in health care that are unnecessary, avoidable, and unjust. 

The appropriate mix will vary from place to place, depending on the demand for ser-
vices and the ability and willingness of consumers to pay for care. This division of labor 
depends on common objectives and complementary resources. Public-sector policymak-
ers must join with professional associations and networks to agree on health goals, stan-
dards of care, and indicators of success.

Public-Private Collaborations in Action for Better Health— 
Country Examples from Tanzania and India

Working with private drug shops in Tanzania. For many years the Tanzania Food and 
Drugs Authority authorized Duka la dawa baridi (DLDB), or private drug shops, to provide 
nonprescription medicines in the private sector. With an estimated 6,000+ stores, DLDB 
constituted the largest licensed retail outlets for purchasing medicines in Tanzania.

MSH’s USAID-supported Accredited Drug Dispensing Outlets (ADDO) program was 
designed to improve key aspects of the DLDB enterprises: the physical premises, 
stock maintained by the owner, consumer choices, interactions with dispensers, and 
recommended treatments. In addition, the government systems in which DLDBs are 
embedded—licensing, supply, training, and inspection—had to be strengthened. 

After gaining support from key stakeholders, the Food and Drugs Authority and regional 
government collaborated with MSH to implement the ADDO initiative, combining 
commercial incentives with decentralized regulatory oversight. ADDO provided 
education, training, and supervision for independent shop owners and dispensing 
staff. The quality of products and services was assured through accreditation based 
on the achievement of pre-established standards. Routine monitoring by district and 
local government and community structures reinforced and helped maintain those 
standards. 

Marketing condoms in India. Through USAID’s PSP-One India project, Abt Associates 
and its media partner, LOWE India, developed a prize-winning campaign to “normalize” 
the condom, positioning it as a product like any other. The Condom Bindaas Bol! 
(Condoms—Just Say It!) campaign aimed to increase the use of condoms and expand 
the condom market. The campaign included humorous television commercials, 
newspaper and cinema advertisements, and community contests built around the TV 
advertisements. 

To supplement the mass media activities, Bindaas Bol reached out to more than 40,000 
chemists, retailers stocking condoms, and indigenous medical practitioners and 
asked them to be agents of behavioral change by selling condoms openly and without 
embarrassment and by encouraging their customers to ask for condoms without 
hesitation. The project partnered with these condom marketers to enhance retail 
visibility and access, and to stress the importance of correct and consistent use of 
condoms. A well-publicized contest rewarded the retailers who had the best display of 
condoms and openly discussed condoms with their customers.
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Harnessing the power of the government. To succeed with limited resources, the 
public sector must devote some of its resources to making the private sector as effective 
as possible in meeting public health goals. Governments can be effective stewards of the 
private sector’s contributions by applying systems, standards, and protocols to ensure the 
quality of private-sector services. 

Information dissemination and training can improve the case management practices of 
private practitioners and commercial distributors. Government mandates and regulations 
pertaining to periodic renewal of licenses and accreditation of practitioners and facilities 
can be used to guarantee the quality of health services. 

Motivating providers. The right incentives can motivate private-sector providers to empha-
size essential care over nonessential care, and preventive services over curative services. 
Public financing can provide powerful incentives for private providers and distributors 
to conform to treatment standards. In child health services, for example, the government 
might extend insurance to cover immunization services offered by private providers and 
make free vaccines available to private-sector providers who deliver immunization services. 

A very important nonfinancial motivator is the inclusion of private-sector providers and 
distributors in appropriate government training programs. All these measures would 
require mechanisms to monitor progress against shared public health indicators. 

In summary

The health service delivery system is the focal point for all the other people-centered man-
agement systems discussed in this handbook. The cross-cutting elements described in this 
chapter are the core ingredients of an effective health service delivery system in which:

■■ high-quality, integrated health services are available to all, especially those 
poor and marginalized people who do not now have access;

■■ successful initiatives are widely known and adopted by decision-makers in 
new settings;

■■ skilled community health workers provide an array of services with the sup-
port of local health facilities;

■■ the private for-profit sector provides services that adhere to government 
standards.

The opportunity and responsibility for bringing about these ideal conditions rests on the 
shoulders of our intended readers. You are the health managers and providers whose 
workplaces are physically close to the communities you serve, who are attuned to the 
health needs and cultural preferences of community members, and who have the commit-
ment and skills to bring about change.

www.msh.org/resource-center/health-systems-in-action.cfm
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Proven practices

■■ As a health manager or provider at the provincial or district level of gov-
ernment, within an NGO, or in a public- or private-sector facility, you can 
join with your colleagues to strengthen the key management systems that 
contribute to desired health outcomes.

■■ Scan available information about current best practices through interviews, 
observation, and reading to increase your understanding of health manage-
ment systems and guide you in your systems-strengthening efforts. Good 
leadership and management practices will help you tailor services to man-
age the six critical elements of health services: high quality, equitable access, 
integrated services, scale-up, community-based primary health care, and 
work with the private for-profit sector.

■■ If you explore the evidence-based approaches and tools and references in 
this chapter and the earlier chapters of this handbook, you are likely to find 
several that you and your colleagues can apply or adapt to meet the needs of 
your clients. 

Glossary of service delivery terms 

Accredited Drug Dispensing Outlets (ADDO): An initiative to provide nonprescription 
medicines in the private sector in Tanzania.

Autodiagnóstico: A self-assessment process that groups can use to identify and assess 
concerns or problems and plan howto address them.

community case management (CCM): A strategy to deliver lifesaving curative interven-
tions for common childhood illnesses where access to facility-based services is low.

Community COPE: An adaptation of the COPE process that encourages the community 
to take ownership of quality improvement at facility and community levels.

community mirror (miroir de santé communautaire): A tool that helps communities to 
monitor their health needs so that they can advocate for services to meet those needs.

COPE (client-oriented, provider-efficient services): A quality-improvement process 
that enables service providers and other staff at a health facility to work with their su-
pervisors to assess their services by using self-assessment guides based on international 
standards and known best practices.

ELCO (ELigible COuples) map: A type of community mapping that shows where married 
couples of reproductive age live and what method of contraception they use.

gender: The characteristics, roles, and responsibilities that society expects of women and 
men, girls and boys, based on social attitudes rather than biological differences.

gender analysis: A systematic approach used to examine factors related to gender in the 
use of services, or to design, implement, and evaluate projects.
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improvement collaborative approach: An approach that engages teams at different sites 
in a joint effort to meet common objectives and scale up improvements by rapidly dis-
seminating successful practices. 

integrated health services: Provision of two or more services at the same time and 
place. Can range from the combination of two formerly separate services into a single, 
coordinated service to a full package of preventive and curative health services available 
at a multipurpose service delivery point under one manager. 

integrated management of childhood and neonatal illness (IMCNI): IMCI with neo-
natal health added. 

integrated management of childhood illness (IMCI): A strategy to address the five 
major causes of under-five death in the developing world by training health workers 
to assess, classify, and treat the whole child, rather than dealing with only one specific 
health problem. 

Leadership Development Program (LDP): A Management Sciences for Health program 
that strengthens the capacity of health teams to identify and address health challenges 
using leadership and management practices.

outcome indicators: Measures of change in a beneficiary population as a result of a set of 
activities. 

Partnership Defined Quality (PDQ): A tool that enables community members and pro-
viders to develop a shared vision of quality improvement that involves agreement on 
standards of performance and empowers them to work together to achieve their vision.

performance-based financing (PBF): A mechanism for improving the quality and in-
creasing the use of health services by setting performance goals based on agreed-upon 
standards and indicators. It requires the organization to complete a set of actions or 
achieve a measurable performance goal before receiving a transfer of money or goods. 

process indicators: Measures of the completion of activities. 

quality assurance: A planned, systematic approach with standards, protocols, and pro-
cedures that enable health managers and providers to continuously bring high-quality 
health services to their clients, using available resources that are available to them.

scale-up: “The effort to magnify the impact of health service innovations successfully 
tested in pilot or experimental projects, so as to benefit more people and to foster 
policy and programme development on a lasting basis” (WHO definition).

standards-based management and recognition (SBM-R): A management approach for 
improving the performance and quality of health services by focusing on the standard-
ized level of performance and quality to be attained.

structural indicators: Measures of material characteristics (physical infrastructure; medi-
cines and health products; number of assigned personnel, tools, technology); orga-
nizational resources; and financing of care (levels of funding, payment schemes, and 
incentives).

www.msh.org/resource-center/health-systems-in-action.cfm
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Appendix A.  Framework for Gender Analysis

Gender Differences  
in Health Women Men Girls Boys

How does the ENVIRONMENT influence who becomes ill and how they respond to their illness?

Living conditions: Clean water, 
sanitation, ventilation, hygiene

Working conditions: Use of 
equipment, ventilation, exposure 
to noise, hygiene arrangements, 
working hours, exposure to risk

Geographic location and climate

Food and nutrition

General social and economic 
conditions

How do the ACTIVITIES of men and women influence their health and use of available health services?

What males and females do daily 

Health risks associated with 
particular activities

Health risks associated with 
excessive burdens of work 

Health risks associated with lack 
of work

How does the DECISION-MAKING POWER of males and females influence their health?

The extent to which males and 
females can make independent 
decisions regarding their health 
and its protection 

Gender differences in the ability to 
negotiate with others about their 
health protection

How does access to and control over RESOURCES influence the health of males and females?

Differences in male’s and female’s 
access to or control over financial 
and other resources that affect 
their health or their ability to 
protect their health

How do GENDER NORMS influence health?

Attitudes toward sexual violence

Educational disparities

Cultural norms and practices

Adapted from: “Guidelines for the Analysis of Gender and Health” The Gender and Health Group at the Liverpool School of 
Tropical Medicine.

http://www.lstmliverpool.ac.uk/groups/gender_health
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