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Overview of Health Financing Strategy

	GOAL
Ensure adequacy, efficiency and fairness in financing of health services in a manner that guarantees all Kenyans access to the essential health services that they require

	STRATEGIC AGENDA

	OBJECTIVE
	TARGETS

	To mobilize resources required to provide the essential health services people of Kenya need
	Attain a progressive increase in the total (national and county) government allocation to health, till a level adequate for attaining UHC and SDG targets for Kenya

	
	Institute mandatory pre-payment revenue generation from the population replacing out of pocket payments, guided by fairness and affordability for different income levels

	
	Develop specific programs best suited for external funding, and focused on innovations in service delivery

	
	Facilitate functional non-public pre-payment (insurance) mechanisms that are linked to mandatory pre-payment mechanisms, and provide clearly defined complementary services

	
	Eliminate direct out of pocket payment at point of use for essential services

	To maximize efficiency and value for money in the management and utilization of available health resources
	Establish a national health fund for management of government and external resources provided at the national level. This shall ensure funding for residual national functions are ring fenced and strategic functions guaranteed.

	
	Establish a county health fund in each county, for ring fencing of government and external resources provided to counties for health management functions, plus preventive and promotive activities needed for health

	
	Establish a functional autonomous Kenya social health insurance fund (SHIF) for the management of mandatory pooled health revenues needed for curative and rehabilitative essential services

	
	Put in place an institutional mechanism for coordination, regulation and management of voluntary insurance mechanisms that ensures they are complementary to the mandatory social health insurance. 

	To ensure equity in mobilization and allocation of health funds to guarantee fairness in use
	Ensure universal equitable access to the defined Essential Package for Health

	
	Put in place a fully functional national accreditation system

	
	Establish country-wide results based, and incentive driven provider remuneration mechanisms
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[bookmark: _Toc490053602]Foreword
Over the past one decade Kenya health system has undergone tremendous reforms to guarantee equitable, sustainable and quality health care to all Kenyans. The inherently dynamic and complex nature of health systems necessitates the need for sustainable financing mechanisms in order to ensure the efficient delivery of high quality, equitable health services. The Kenya Health Financing Strategy provides a blue print for steering the country towards Universal Health Coverage. The Health Financing Strategy by provides a roadmap that is geared towards strengthening of health systems and the attainment of highest attainable standards of health as enshrined in our constitution article 43A.
The strategy is cognizant of aspiration of the Kenya vision 2030 which aims at transforming the country into a globally competitive and prosperous industrialized, middle income country. The strategy plans to mirror this through increased investment and public spending in health, addressing of health system inefficiencies by rationalizing health expenditure, improvements in aid effectiveness and ensuring the provision of adequate safety-net mechanisms for the poor and vulnerable are strengthened as the country gears towards realization of universal health coverage.
Implementation of the strategy will require strong commitment and active engagement of multi-sectorial stakeholders as well health sector stakeholders for consensus building on the goals to ensure there is commitment in roles and responsibility in achieving the set targets. The citizenry will play an important role in defining the acceptability and responsiveness of the delivered health services. In this respect continuous public engagement will form a central component in the implementation of the strategy.
The Ministry of Health of will remain supportive and offer enabling environment through technical support, monitoring and evaluation of the policy, enforce legislation and regulation and ensure there is high level advocacy of the strategy and national and county governments planning processes are guided by the priorities of improving health outcomes and achieving universal health coverage through appropriate balanced allocation between primary secondary and tertiary care.



[bookmark: _Toc490053603]Executive Summary

Background
The approach to financing for health has a major implication on the attainment of health and development objectives of the country. Health financing has in the past focused primarily on how to raise money for health. However, with experience of public sector reforms, additional dimensions have been recognized as critical for attainment of health and development. 
The sustainable development goals call for countries to adopt a broader, and results oriented perspective of health. This requires a change in the approach to health, from a focus on disease programs towards a focus on ensuring health is attained and sustained by all individuals. The traditional approach to financing of health is not adequate, therefore, as the health sector is now called on to engage more with stakeholders to address the challenges they face relating to how they live, work and socialize. In addition, the SDGs have concretized the focus on attainment of Universal Health Coverage, which calls for countries to ensure all persons and communities access and use the preventive, promotive, curative and rehabilitative health and related services they need, in a sufficient level of quality and ensuring this use does not expose the user to financial hardships.
Goal and objectives
As a result, the health sector has undertaken to review and plan a comprehensive approach to financing health services to enable attainment of the health goals needed for the Vision 2030 and SDGs in Kenya. The goal of this health financing strategy to facilitate attainment of this vision is to ‘ensure adequacy, efficiency and fairness in financing of health services in a manner that guarantees all Kenyans access to essential health services they require’. Only through this shall the country be able to attain the quality health services needed for attaining the highest possible standard of health. The goal is built around three targets, and three focus areas. Its specific objectives are to:
a) To mobilize resources required to provide the essential health services people of Kenya need
b) To maximize efficiency and value for money in the management and utilization of available health resources, and
c) To ensure equity in mobilization and allocation of health funds to guarantee fairness in use 
The financing strategy aims to achieve these objectives through a strategic agenda that targets interventions in three areas: mobilization, allocation and utilization 
· The area of resource mobilization will focus on defining the different sources of funds for health and strategies to mobilize these, with an emphasis on domestic sources
· The area of resource allocation on the other hand will focus on how the mobilized resources will be managed, with an emphasis on ensuring pooling 
· The area of resource utilization will focus on how the resources will be used to purchase the essential services that the population needs.
The KHFS is guided by principles drawn from health, economic, social and political goals, highlighted in the Kenyan constitution, national policy documents and international declarations. These include social solidarity; the right to health, equity; effectiveness and efficiency; appropriateness and responsiveness; plus transparency and accountability. 
Situation analysis
The strategy recognizes the current situation with regard to health financing is inadequate. The sector is currently having multiple sources of funding contributing to a meshwork of financing agents that are purchasing services in multiple, overlapping manner. This is a result of a number of issues:
· Contextually, the country has experienced sustained macro economic improvements over the past years, with concurrent increases in overall government expenditures. However, it is in the middle of a demographic transition, with a high youth population and stubbornly high unemployment rates. Multidimensional poverty still remains a key hindrance to attainment of development goals.
· With regard to resource availability, while there are absolute increases in funding for health, there have been no real increases in health expenditures overall, with health share of GDP, and government expenditure remaining at best stagnant. Sources of the total health expenditures have on the other hand changed, with an increasing share coming from domestic sources – specifically government
· Pooling and management of resources has been quite inefficiently and inequitably carried out. There is no widespread social protection system, with government efforts at pooling of health funds fragmented with multiple sub pools. This has introduced multiple inefficiencies and areas for resource leakages. Households are still the major pool for health resources due to high out of pocket payments, perpetuating inequities in management of resources. 
· Purchasing of health services is still primarily passive, driven by line item budgeting. This results in challenges in putting in place, and sustaining quality improvements as expenditures are not directly linked with performance. There are overlaps of financing agent, purchasing and provision functions of the system, further limiting efficiencies and productivity.
A set of targets and interventions are therefore defined in this strategy, aimed at addressing the current situation and leading to an adequate, efficient, and equitable health financing system. 
Kenya intends to establish a fit for purpose health financing system that efficiently, and equitably facilitates delivery of services that are needed for attaining Universal Health Coverage, and its sustainable development agenda. The country aims to achieve this through ensuring adequacy, efficiency and fairness in revenue raising, pooling/management and utilization. 
Strategic agenda for revenue raising 
Revenue raising strategies are intended to ensure sustainable financing for implementation of the health agenda. The aim is to ensure adequate, stable and predictable resources raised in an efficient, and equitable manner. Domestic resources, comprising of both tax funding and mandatory health insurance contributions will be the major sources of funding for KEPH. These public funds will be supplemented by external resources and out of pocket payments in the short and medium terms. The sector revenue raising approach will focus on a mixed mechanism, maximizing the benefits of different sources, while putting in place mechanisms to minimize the disadvantages.
The major thrust of active the revenue raising focus will be on domestic resources, particularly government tax revenues, and mandatory pre-payment sources. These are associated with the highest advantages and lowest disadvantages. Sector efforts will be focused on addressing the disadvantages of revenue from these sources. The target shall be to have at least 15% of government revenue allocated for health
Voluntary pre-payment revenues will be used to complement the government tax, and mandatory pre-payment, particularly for the better off population
Project / program revenues from external sources will be limited to specific intervention areas identified on a need basis
Out of pocket direct payments will be actively discouraged, as the disadvantages far outweigh their advantages. It shall only be maintained for co-payments or fee for service options, and not as a cost recovery mechanism.
The interventions will focus on maximizing the advantages, while addressing the disadvantages of the different sources considered useful. The interventions for the strategy will focus on achieving the following five targets below:
a) Attain a progressive increase in the total (national and county) government allocation to health, till a level adequate for attaining UHC and SDG targets for Kenya
b) Institute mandatory pre-payment revenue generation from the population replacing out of pocket payments, guided by fairness and affordability for different income levels
c) Develop specific programs best suited for external funding, and focused on innovations in service delivery
d) Facilitate functional non-public pre-payment (insurance) mechanisms that are linked to mandatory pre-payment mechanisms, and provide clearly defined complementary services
e) Eliminate direct out of pocket payment at point of use for essential services
Strategic agenda for revenue pooling and management 
Revenue pooling and management strategies are intended to ensure funds raised are used in the most efficient and equitable manner. The aim is to ensure maximum availability and fairness in resource utilization. The current sector management of resources is currently plagued with many areas of inefficiencies. The sector will prioritize mechanisms to pool resources in a manner that ensures efficiency, and equity goals are attained. The sector pooling and management mechanisms will focus on a mix of government, mandatory insurance and voluntary insurance mechanisms. 
Government and external funds management will focus on establishment of funds at national and county levels, to protect and assure the funds channeled through these sources for health. 
With regard to mandatory insurance mechanism, the thrust will be in establishing a Kenya Social Health Insurance Fund (SHIF), a mandatory insurance mechanism which to coordinate and manage pre-payment revenues. A single social health insurance fund is the preferred institutional mechanism for mandatory insurance, as it limits administrative expenses that are high with multiple social health insurance funds. Multiple institutional arrangements shall be exploited to register members. 
The thrust for voluntary insurance mechanisms shall be around improving the regulation and coordination of this market, ensuring it is complementary to existing mechanisms and limiting inefficiencies due to overlap of coverages.
The interventions will focus on putting in place the required institutional mechanisms needed to attain the required pooling and management of health revenues in a manner that ensures efficiency in resource management. The interventions for the strategy will focus on achieving the following three targets below:
a) Establish a national health fund for management of government and external resources provided at the national level. This shall ensure funding for residual national functions are ring fenced and strategic functions guaranteed.
b) Establish a county health fund in each county, for ring fencing of government and external resources provided to counties for health management functions, plus preventive and promotive activities needed for health
c) Establish a functional autonomous Kenya social health insurance fund (SHIF) for the management of mandatory pooled health revenues needed for curative and rehabilitative essential services
d) Put in place an institutional mechanism for coordination, regulation and management of voluntary insurance mechanisms that ensures they are complementary to the mandatory social health insurance. These mechanisms include facility insurance mechanisms, community based health insurance, and private insurance 
Strategic agenda for revenue utilization and purchasing of essential services 
Purchasing of services is intended to ensure funds for health are purchasing the essential services that the people require, in the most efficient and equitable manner. The aim is to ensure the essential services are purchased in the most effective manner. The sector will prioritize mechanisms to purchase essential services in a manner that ensures efficiency, and equity goals are attained. The scope of the agenda relating to revenue utilization covers three areas of identification of the essential package, selection and accredition of providers, and purchasing mechanisms.
Identification of the essential package
The MOH shall be responsible for defining the essential packages as it is best placed to coordinate and manage these above issues. This it shall do in consultation with stakeholders – especially county governments – to ensure the defined packages are appropriate. The essential packages shall be sub sets of the overall Kenya Essential Package for Health, and shall include packages for:
· Preventive / promotive services provided by national level (N-EHP)
· Preventive / promotive services provided by counties (C-EHP)
· Curative / rehabilitative services provided through the SHIF (S-EHP)
· Curative / rehabilitative services provided through facility insurance mechanisms (F-EHP)
· Curative / rehabilitative services provided through community based health insurance mechanisms (Cb-EHP)
· Curative / rehabilitative services provided through private insurance mechanisms (P-EHP)
The specific essential packages shall aim to limit overlap – unless it is needed for complementing geographical, or specific age group coverage. A specific service may therefore be reflected in different packages, as long as the overlap is qualified (geographical, or age group specialization).
On elaboration of the Essential Packages, the sector shall define the benefits members are eligible for under each of the services. 
Selection and accreditation of providers
With regard to selection and accreditation of providers, the Ministry of Health shall carry out the function. Engagement with the Kenya National Accreditation Service (KENAS) shall be made to ensure accreditation standards are aligned with the overall government accreditation standards. The MOH department responsible for standards shall work with KENAS to attain a status as a conformity assessment body of KENAS.  
A comprehensive accreditation process involving regulatory and licensure bodies shall be agreed with respective stakeholders, in line with the framework. The accreditation process shall recognize the fact that attainment of full accreditation is a stepwise process, and so shall define levels and implications for each level attained by facilities. Provider reimbursement shall be dependent on the level of accreditation attained, with full reimbursement only for those at full accreditation. No facility shall be reimbursed if it cannot attain licensure requirements.
Purchasing services
Finally looking at the purchasing of services, a number of separate purchasing entities shall be employed, depending on the funding mechanism and service being provided. Purchasing entities shall be independent of the providing institutions, to ensure an effective purchaser-provider split. These purchasing entities include the following:
· National / county governments: Purchasing entities for population based preventive and promotive services. Funding to these entities shall primarily come from national and county health funds.
· Primary care networks (PCNs): Purchasing entities for outpatient curative and rehabilitative services provided through private clinics, and OPD services in all levels of facilities. Each PCN shall purchase services for up to 40 service providing units. They shall provide and coordinate outpatient service provision, including referral across facilities in their network. They shall be expected to ensure continuous quality improvement including provision of continuous professional development for health workers within their network. Competition shall be ensured amongst PCNs by comparing and reviewing contracts, and ensuring regular review of their qualification. Funding for the PCNs shall come from SHIF, CBHIF, PHIF, and FIFs
· Social Health Insurance Fund Agents (SHIFAs): Purchasing entities for in patient curative and rehabilitative services. SHIFAs will be third party claims review and payment agencies contracted by the SHIF; and will primarily be responsible for provider contracting, claims management and payments to service providers. In addition, SHIFA will act as agents for SHIF for purposes of recruitment of new members. A legal framework for establishing the SHIFA, contractual arrangements between the SHIF and SHIFAs and operational guidelines will be developed.

The interventions will focus on putting in place the required mechanisms needed to attain effective purchasing mechanisms for health in a manner that ensures efficiency in resource management. The interventions for the strategy will focus on achieving the following targets below:
a) Ensure universal equitable access to the defined Essential Package for Health
b) Put in place a fully functional national accreditation system
c) Establish country-wide results based, and incentive driven provider remuneration mechanisms

Specific indicators, with targets have been defined to facilitate monitoring of progress towards the health financing aspirations. A communication and advocacy strategy, together with a risk mapping has also been carried out to facilitate implementation of the strategy.
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[bookmark: _Toc490053604]CHAPTER 1: INTRODUCTION
1.1 [bookmark: _Toc490053605]International perspectives of health financing
Health is a recognized right that all persons are entitled to enjoying – as articulated in global instruments such as the World Health Organization constitution[1], and the Declaration on Human Rights[2]. Countries have aimed to attain this right for their citizens through effective investments in health and related services. The global health agenda has traditionally been defined around supporting the attainment of this right for populations in countries. The Primary Health Care agenda [3] encouraged countries to define a basic set of services that would be made available for all, by the year 2000. The Millennium Development Goals (MDGs) built on this concept and defined a global set of priority health targets that all countries signed up to attain by the year 2015 [4]. Currently, the 2030 sustainable development agenda (SDGs) has built further on this commitment, by defining a set of health and related goals and targets that countries will need to work towards, to assure sustainable development by the year 2030 [5].
The sustainable development agenda has prioritized attainment of universal health coverage (UHC) with quality health and related services that their populations require. UHC is defined as ensuring all people and communities access and use the promotive, preventive, curative, rehabilitative and palliative services they need, of sufficient quality to be effective, while also ensuring the use of these services does not expose the user to financial hardship [6]. By including the ‘form of financing’ in the definition, it places the design, and type of financing system at the center of attaining its health goals, and therefore the right to health. Fairness in financing is one of the three dimensions of UHC as seen below.
[bookmark: _Toc490049571]Figure 1: Dimensions of Universal Health Coverage
[image: ]
Source: WHO, 2010
The approach to, and design of financing system a country uses is one of the building blocks of the health system, and is concerned with how financial resources are generated, allocated and used in health systems [7]. Such design is country specific, but are always concerned with mobilizing adequate resources, in a manner that ensures efficiency / value for money, and equity / fairness in mobilization and use of services.

1.2 [bookmark: _Toc490053606]Kenya Health Financing framework
Kenya has adopted the global and regional focus, and perspectives in defining its health financing system. The Kenya Health Policy Framework has defined the health financing orientation that the country aspires for as ensuring ‘adequate finances mobilized allocated and utilized, with social and financial risk protection assured’. This it aims to attain through ensuring equity, efficiency, transparency, and accountability in resource mobilization, allocation and use[8]. 
The country health financing framework is therefore defined at three inter-linked levels:
i) The Overall goal that elaborates the aspiration of the strategy, 
ii) The attributes that elaborate the characteristics driving the actions of the sector as it aspires to attain the overall goal, and
iii) The focus that elaborate the areas around which interventions will be made, as the sector aims to attain the health financing strategy goals.
[bookmark: _Toc490049572]Figure 2: Health financing frameworkADEQUACY, EFFICIENCY AND FAIRNESS
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The overall sector goal will be designed around assuring adequacy, efficiency and fairness in resource mobilization, allocation and utilization. This it will achieve by prioritizing attributes relating to equity, efficiency, transparency and accountability. 
· Equity ensures funds are mobilized based on ability to pay, while allocation is based on need
· Efficiency ensures value for money in use of available funds
· Transparency ensures there is openness in mobilization, allocation and use of funds
· Accountability ensures information sharing and reporting to public, partners, and all stakeholders
The focus of interventions in the health financing strategy will be around the systems and mechanisms needed to mobilize revenue from new/existing sources, the management of these resources in a manner that promotes pooling, and the mechanisms to purchase services with the available funds.
1.3 [bookmark: _Toc490053607]Development of this health financing strategy
The health sector undertook a comprehensive and prolonged process to develop this health financing strategy. It has been elaborated over a 4 year period, with consultation, involvement and engagement of county governments, private sector, and external partners.  The process involved:
i) Agreement of key objectives that the sector needs to attain
ii) Consultation with counties, private sector and external partners on different options to attain the objectives
iii) Building consensus on the most appropriate options for taking forward the country’s health financing agenda, based on adherence to constitutional and other legal provisions
iv) Consolidation of all options, and appraisal of the consolidated output with counties
An elaborate stewardship mechanism was used to ensure the consultations and engagement is maximized across the different elements of the strategy. This is shown in the figure below
[bookmark: _Toc490049573]Figure 3: Coordination of the health financing strategy development process
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[bookmark: _Toc490053608]CHAPTER 2: HEALTH FINANCING ASPIRATIONS
2.1 [bookmark: _Toc490053609]Overall national development, and health vision
The national development and health vision and focus are elaborated in two policy instruments – the Vision 2030, the Kenya Health Policy Framework; and two legal instruments – the 2010 constitution and the 2017 Health Act. The Vision 2030 represents the long term development blueprint for the country, aiming to transform Kenya into a “globally competitive and prosperous and newly industrialized middle-income country providing a high quality of life to all its citizens in a clean and secure environment by 2030”[9]. Actions are defined across 3 pillars – social; political; and economic. The need for adequate health of the population is one of the components of delivering the social pillar; given the key role it plays in maintaining a healthy and skilled workforce necessary to drive the economy.
[bookmark: _Toc490049574]Figure 4: Thematic overview of the Kenya Vision 2030OVERARCHING VISION
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Source: Vision 2030
The Kenya Health Policy 2014 – 2030 on the other hand represents the long term aspirations for the health of the people of Kenya. The country aims at ‘attaining the highest possible standards of health in a manner responsive to the population needs’[8]. This it will achieve through supporting provision of equitable, affordable and quality health and related services at the highest attainable standards to all Kenyans. Its target is to attain a level and distribution of health at a level commensurate with that of a middle income country, and calls for a 16% improvement in Life Expectancy at birth; 50% reduction in death; and a 25% improvement in ill health (years lived with disability). Primary Health Care [3]remains the driving approach to attain the aspirations of the country in health. It is designed to be comprehensive and focuses on the two key obligations of health: the realization of fundamental human rights including the right to health as enshrined in the Constitution of Kenya 2010 and; the contribution to economic development as envisioned in Vision 2030. It focuses on ensuring equity, people centeredness, participation, efficiency, social accountability and a multi sectoral approach, in the delivery of healthcare services. The policy embraces the principles of protection of the rights and fundamental freedoms of specific groups of persons, including the right to health of children, persons with disabilities, youth, and minorities, the marginalized and older members of the society, in accordance with the Constitution. Six health services policy objectives, and seven health system policy orientations are defined to guide the health agenda.
[bookmark: _Toc490049575]Figure 5: Kenya Health Policy principles, objectives and goalPOLICY ORIENTATIONS
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Source: Kenya Health policy, 2014 - 2030
The 2010 constitution provides the overarching legal instrument guiding health in Kenya[10]. It has, as an integral part, a Bill of Rights that  “gives all persons the right to the highest attainable standard of health, which includes the right to health care services, including reproductive health”.  The table below summarizes the major clauses of the Bill of Rights relevant to the health sector. 
[bookmark: _Toc490049596]Table 1: Bill of Rights articles relating to health
	ARTICLE
	CONTENT

	20


	20 (5) (a) Responsibility of the State to show resources are not available.
20 (5) (b) In allocating resources, the State will give priority to ensuring widest possible enjoyment of the right or fundamental freedom having regard to prevailing circumstance, including the vulnerability of particular groups or individuals.

	21
	Duty of the State and State organs to  take legislative, policy and other measures for progressive realisation of rights under Article 43, including addressing the needs of vulnerable groups within society and the international obligations regarding those rights.

	43
	(1) Every person has the right—
(a) To the highest attainable standard of health, which includes the right to healthcare services, including reproductive healthcare;
(b) To reasonable standards of sanitation;
(c) To be free from hunger and have adequate food of acceptable quality; and
(d) To clean and safe water in adequate quantities.
(2) A person shall not be denied emergency medical treatment.

	26
	Right to life
Life begins at conception; abortion is not permitted unless, in the opinion of a trained health professional, there is need for emergency treatment, or the life or health of the mother is in danger, or if permitted by any other written law.

	32
	Freedom of conscience, religion, belief, and opinion.

	46
	Consumers have the right to protection of their health, safety, and economic interests.

	53−57
	Rights of special groups:
-Children have right to basic nutrition and healthcare.
-People with disabilities have right to reasonable access to health facilities and materials and devices.
-Youth have the right to relevant education and protection from harmful cultural practices and exploitation.
-Minority and marginalized groups have the right to reasonable health services.

	174−175
	Objectives and principles of devolved government

	189−191
	Cooperation between national and county governments, support to county governments, and conflict of laws between different levels of government

	Fourth Schedule 

	National: Health policy; national referral health facilities; capacity building and technical assistance to counties;
County health services: County health facilities and pharmacies; ambulance services; promotion of primary healthcare; licensing and control of undertakings that sell food in public places; veterinary services; cemeteries, funeral parlours, and crematoria; refuse removal, refuse dumps, and solid waste; and
Staffing of county governments: Within the framework of the norms and standards set by the National government in accordance with the relevant legislation and policies.


The 2017 Health Act provides the legislation needed to establish a unified health system, to coordinate the inter-relationship between the national government and county government health systems, to provide for regulation of health care service and health care service providers, health products and health technologies and for connected purposes[11]. Its objectives are to:
(a) establish a national health system which encompasses public and private institutions and providers of health services at the national and county levels and facilitate in a progressive and equitable manner, the highest attainable standard of health services; 
(b) protect, respect, promote and fulfill the health rights of all persons in Kenya to the progressive realization of their right to the highest attainable standard of health, including reproductive health care and the right to emergency medical treatment; 
(c) protect, respect, promote and fulfill the rights of children to basic nutrition and health care services contemplated in Articles 43(1) (c) and 53( l) (c) of the Constitution;
(d) protect, respect, promote and fulfill the rights of vulnerable groups as defined in Article 21 of the Constitution in all matters regarding health; and 
(e) recognize the role of health regulatory bodies established under any written law and to  distinguish their regulatory role from the policy making function of the national government.

2.2 [bookmark: _Toc490053610]Goal, and objectives of the Kenya health financing strategy
2.2.1 [bookmark: _Toc490053611]Strategy goal
This health financing strategy is an integral part of the country’s efforts to attain the desired health status, as elaborated in the Kenya Health Policy
KENYA HEALTH POLICY ASPIRATION:
“attaining the highest possible standard of health, in a responsive manner”




The goal of this health financing strategy to facilitate attainment of this vision is to ‘ensure adequacy, efficiency and fairness in financing of health services in a manner that guarantees all Kenyans access to essential health services they require’. Only through this shall the country be able to attain the quality health services needed for attaining the highest possible standard of health. The goal is built around three targets, and three focus areas. 
2.2.2 [bookmark: _Toc490053612]Strategy objectives
The financing strategy is designed around three objectives:
d) To mobilize resources required to provide the essential health services people of Kenya need
e) To maximize efficiency and value for money in the management and utilization of available health resources, and
f) To ensure equity in mobilization and allocation of health funds to guarantee fairness in use 
[bookmark: _Toc490049576]Figure 6: Objectives and expected outputs of the health financing strategy

The financing strategy aims to achieve these objectives through a strategic agenda that targets interventions in three areas: mobilization, allocation and utilization 
· The area of resource mobilization will focus on defining the different sources of funds for health and strategies to mobilize these, with an emphasis on domestic sources
· The area of resource allocation on the other hand will focus on how the mobilized resources will be managed, with an emphasis on ensuring pooling 
· The area of resource utilization will focus on how the resources will be used to purchase the essential services that the population needs.
[bookmark: _Toc490049577]Figure 7: Health financing strategic agenda

2.3 [bookmark: _Toc458010128]Guiding principles and values
The KHFS is guided by principles drawn from health, economic, social and political goals, highlighted in the Kenyan constitution, national policy documents and international declarations. These include:
· Social solidarity: The establishment and operationalization of financial risk protection mechanisms for the population, which ensures sufficient funding for health and risk cross-subsidization between the rich and the poor, and the healthy and sick.
· The right to health: The Kenyan constitution, gives all Kenyans a right to the highest attainable standards of health, including reproductive health and emergency treatment. The design of the health financing system is an important step towards realization of these rights.
· Equity: Health financing and delivery models should ensure that contributions are made based on ability to pay, while everyone benefits depending on their need for care. Resource collection, pooling and purchasing arrangements will be designed to ensure equity in access to quality services for all.  
· Effectiveness and Efficiency: Effectiveness will be achieved through evidence based interventions and strong health management systems; while efficiency will be achieved by reducing fragmentation and duplication across different levels, as well as promoting better performance of the health care systems. 
· Appropriateness and responsiveness: The adoption of new and innovative health service delivery models that take account of the local context and acceptability and tailored to local health needs. The health system will be responsive to population needs, ensuring provision of timely and continuous care, and respect for the individual. 
· Transparency and Accountability: Social accountability is key to the successful implementation of the KHFS. Strong governance and regulation structures will be put in place for organizations and institutions responsible for revenue collection, pooling and purchasing. Community participation will be promoted at all levels of the health system.

[bookmark: _Toc490053613]CHAPTER 3: COUNTRY CONTEXT 
3.1 [bookmark: _Toc490053614]Contextual factors influencing health financing
3.1.1 [bookmark: _Toc490053615]Socio-demographic context-
Kenya’s population was estimated at 45.4 million people in 2016 in 10 million households, with an estimated household size of five persons. The country is in the middle of a demographic transition, with a still-high birth rate and a reducing mortality rate maintaining a high population growth rate (2.7% per year). The population distribution shown in the figure below. 
[bookmark: _Toc456088070][bookmark: _Toc456088108][bookmark: _Toc456089134][bookmark: _Toc456089490][bookmark: _Toc456089561][bookmark: _Toc456089624][bookmark: _Toc466614989][bookmark: _Toc490049578]Figure 8: Kenya’s population pyramid, 2016

[bookmark: _Toc458010100]Source: KNBS, Population census projections
The Life expectancy in 2016 was estimated at 62.2 years, up from 51 years in 2004. The high child and youth population bulge present unique opportunities and challenges for health financing: opportunities of a large youth population able to contribute to health and financing, but challenges associated with their unique health needs of a dependent, increasingly urbanized population. The male to female population ratio stands at (1:1.04).
3.1.2 [bookmark: _Toc490053616]Economic context
3.1.2.1 Macro-economic trends
Kenya is a newly graduated Lower Middle Income Country, having attained this classification in 2014[12]. In 2014, the last year with complete statistics, the Gross Domestic Product (GDP) per capita (2014) was estimated at US$ 1,417. Its economic growth rate, and average annual inflation (consumer price index) have been largely constant since 2010, as shown in the figure overleaf. 
The macro economic challenges of the 2010 – 12 period were associated with the global economic crisis, and have largely eased at present. However, economic growth is still at a level lower than that expected in the country’s Vision 2030.
[bookmark: _Toc490049579]Figure 9: Trends in Kenya annual growth and inflation rates, 2005 – 2016 

Source: World Bank, 2017
3.1.2.2 Employment trends
According to the 2017 economic survey, the overall economically productive age group (15 – 64 years) are estimated at 23.65 million persons (53.5% of the population), with the total labour workforce only 15 million implying 8million persons are not in employment[13]. Up to 83.1% of this labour workforce is in the informal sector. Between 2015 and 2016, annual average wage earnings grew by 5.9%, with real average earnings per employee increasing from KES 379,528.7 to KES 379,852.7. in the year 2016 alone, the economy generated 832,900 new jobs, of which only 10% were in the formal sector. The overall trends in the total wage employment by sector are shown in the table below. 
[bookmark: _Toc490049597]Table 2: Total Recorded Employment1, 2012 – 2016 (‘000)
	 Sector
	2012
	2013
	2014
	2015
	2016*

	 Modern Sector 
	2,232.70
	2,366.90
	2,473.20
	2,601.20
	2,686.80

	 Wage Employees
	2,155.80
	2,283.10
	2,370.20
	2,478.00
	2,554.30

	 Self-employed and unpaid family workers
	76.9
	83.8
	103
	123.2
	132.5

	 Informal Sector 
	10,528.50
	11,150.10
	11,846.00
	12,562.40
	13,309.70

	 TOTAL
	12,761.20
	13,517.00
	14,319.20
	15,163.60
	15,996.50


Source: Kenya Economic Survey, 2017
The low expansion of employment in the public sector is attributed to a freeze in employment by the Government.
3.1.2.3 [bookmark: _Toc458010102]Poverty and Human Development 
In the last decade, the country has achieved mixed results in tackling poverty levels and other social determinants of health. Data from the 2014 demographic and health survey suggested up to 33.3% of the population are classified as ‘poor’, facing an average of 28.3% of depravations. Up to 14.5% of the population is classified as being vulnerable to poverty; 47% in severe poverty, and 12.9% are destitute. The country multidimensional poverty index is 39.9%, with the level of inequality amongst the MPI-poor measured at 0.151. The summary poverty indices are shown in the table below.
[bookmark: _Toc490049598]Table 3: Kenya multidimensional poverty indices
	 Multidimensional Poverty Index (MPI = H×A) 
	 Percentage of Poor People (H)(k = 33.3%) 
	 Average Intensity Across the Poor (A) 
	 Percentage of Population: 
	 Inequality Among the MPI Poor 

	
	
	
	 Vulnerable to Poverty (20%-33.3%) 
	 In Severe Poverty (k = 50%) 
	 Destitute 
	

	39.90%
	0.187
	28.30%
	14.50%
	47.00%
	12.90%
	0.151



3.1.2.4 Public Finances 
The state of public finances has fluctuated significantly in the past 5 years, driven by a number of factors. As highlighted in the Economic Survey 2017, key indices relating to public financing are shown in the table below – where data exists.
[bookmark: _Toc490049599]Table 4: Trends in selected public financing indices, 2012/13 – 2016/17
	Financial parameters
	Annual value

	
	2012/13
	2013/14
	2014/15
	2015/16
	2016/17

	Total government revenue (bn KES)
	875,506.86
	974,417.72
	1,112,289.98
	1,235,702.30
	1,514,988.76

	Tax revenue
	763,828.34
	911,803.70
	1,021,597.03
	1,136,563.52
	1,338,284.06

	Non tax revenue
	111,678.52
	62,614.02
	90,692.95
	99,138.78
	176,704.70

	Revenue as % of GDP at market prices
	18.07%
	19.70%
	19.63%
	18.82%
	23.35%

	National government expenditure (bn KES)
	-
	1,532,993.05
	1,950,709.06
	2,047,351.75
	2,496,107.94

	Recurrent
	
	1,021,922.89
	1,147,969.00
	1,300,246.89
	1,449,618.34

	Development
	
	511,070.16
	802,740.06
	747,104.86
	1,046,489.60

	Expenditure as % of GDP at market prices
	27.60%
	30.30%
	33.58%
	30.51%
	37.20%

	Net borrowing as % of GDP at market prices
	-5.63%
	-6.30%
	-9.22%
	-7.50%
	-9.94%

	Government health expenditure (bn KES)
	-
	38,197.29
	49,781.68
	34,654.64
	69,227.25

	Recurrent
	
	21,574.67
	28,307.73
	19,504.30
	34,144.02

	Development
	
	16,622.62
	21,473.95
	15,150.34
	35,083.23

	County governments revenue (bn KES)
	
	
	
	311,394.60
	361,539.31

	Equitable share
	
	
	
	259,774.50
	280,300.00

	Conditional grants
	
	
	
	16,598.53
	21,898.52

	Annual local revenue
	
	
	
	35,021.57
	59,340.79

	Count governments expenditures (bn KES)
	
	161,397.47
	271,309.98
	317,005.69
	359,997.11

	County health expenditure (bn KES)
	
	8,492.22
	54,671.70
	70,732.25
	69,406.81

	% county health expenditure on health
	
	5.26%
	20.15%
	22.31%
	19.28%


Source: Economic survey, 2017
Government overall revenue and expenditure have seen significant year on year increases in the past 5 years – finally passing the threshold of 20% of GDP in 2016/17. The increases in revenue are seen for both tax, and nontax revenue – though the non-tax revenue is increasing relatively faster. A similar pattern of increase in government expenditure is seen in the same period, with a significantly higher increase in development expenditure a reflection of the Governments commitment to infrastructure investment. The expenditures have been increasing faster than the revenue, leading to an increasing need for borrowing to bridge funding gaps. County government expenditures are also seen to increase each year, at a rate faster than the increase in national government expenditures. Health expenditures at national and county governments are on an increasing trend in absolute terms, but are stagnant in real terms at an average of 5% of total government expenditures (20% for county expenditures). 
3.1.3 [bookmark: _Toc490053617]Health context
3.1.3.1 The state of health
The overall health of the people in Kenya has been on an improving trend in the past 10 years, following a period of stagnation / reduction in the 1990s / 2000s. Adult, child and maternal health is showing improvements, though the trends are not at a rate expected for the level of development of the country (see figure below).
[bookmark: _Toc490049580]Figure 10: Trends in health impact indicators, 1993 - 2014

Source: Kenya Health Policy 2014 – 2030 
The trend in improving health is driven by reductions in communicable conditions. However, the country is also witnessing an increase in non communicable conditions including injuries, negating the gains made. As seen in the table below, the major causes of morbidity and mortality in the country are arising from both communicable and non communicable events. 
[bookmark: _Toc490049600]Table 5: Leading causes of death and disability in Kenya
	Causes of Death
	Causes of Disability

	Rank
	Disease or injury
	% total deaths
	Rank
	Disease or injury
	% total DALYs

	1
	HIV/AIDS
	29.3
	1
	HIV/AIDS
	24.2

	2
	Conditions arising during perinatal period
	9.0
	2
	Conditions arising during perinatal period
	10.7

	3
	Lower respiratory infections
	8.1
	3
	Malaria
	7.2

	4
	Tuberculosis
	6.3
	4
	Lower respiratory infections
	7.1

	5
	Diarrhoeal diseases
	6.0
	5
	Diarrhoeal diseases
	6.0

	6
	Malaria
	5.8
	6
	Tuberculosis
	4.8

	7
	Cerebrovascular disease
	3.3
	7
	Road traffic accidents
	2.0

	8
	Ischemic heart disease
	2.8
	8
	Congenital anomalies
	1.7

	9
	Road traffic accidents
	1.9
	9
	Violence
	1.6

	10
	Violence
	1.6
	10
	Unipolar depressive disorders
	1.5


Source: Kenya Health Policy, 2014 – 2030 
3.1.3.2 The state of health services
[bookmark: _Toc381221252]The availability, and utilization of health services has been on an increasing trend. Key interventions exist to address challenges, such as maternal and child health and nutrition, HIV/AIDS and TB, malaria, and the emerging threat of NCDs. Trends from the demographic and health surveys show improvements in services for mothers and children. The use of any modern contraceptive method (46% in 2008/09 to 61% in 2014), total fertility rate (4.6 in 2008/09 to 3.9 in 2014), institutional deliveries (44% in 2008/09 to 61.2 % in 2014). There is also improvements in child health. Percentage of children who are stunted has reduced from 35% in 2008/09 to 26% in 2014, those underweight have reduced from 16% in 2008/09 to 11% in 2014. However, coverage with childhood vaccinations has stagnated (Fully immunized children remaining at 68% in 2008/09 and 2014). Services targeted at key diseases causing the most morbidity and mortality – HIV, TB and Malaria – have been scaled up. 
However, interventions addressing key non communicable diseases – specifically heart disease, cancers, mental health conditions, violence / injuries, stroke are still not well distributed. In addition, the major risk factors such as levels of smoking, physical inactivity, alcohol and drug abuse, violence (including gender based violence) still remain major causes of concern. The coverages with interventions addressing key health related sectors such as nutrition (maternal and child), safe water, sanitation, education are still not at a level needed to assure the health of the population.
Looking at the health seeking behaviors of the population, according to KHHEUS 2013 Kenyans make an average of 3.1 visits per capita for out-patient services, with the poorest 20 percent making less than two visits per capita against a benchmark of 5 visits per capita [14]. Utilization is highest among children aged below five years (7.6 per capita visits) and the elderly (4.7 per capita visits). The average service utilization rates in Kenya are below international standards and are particularly worse for the poorest population.
[bookmark: _Toc456781877][bookmark: _Toc466615001][bookmark: _Toc490049581]Figure 11: Per Capita utilization rates for outpatient visits
[image: ]

This pattern varies significantly across counties, as shown in the figure below 
[bookmark: _Toc456781878][bookmark: _Toc466615002][bookmark: _Toc490049582]Figure 12: Utilization of outpatient services by county, 2013
[image: ]
Source: 2013 household expenditure and utilization survey

Public health services in Kenya remain the main source of outpatient and inpatient care for two thirds of the population. About 12.7% of the sick do not seek care when they are ill due to affordability barriers. Poor households in Kenya are less likely to afford health care, and more likely to access services of inferior quality standards as compared to the non-poor. Thus, the poor are less likely to seek necessary treatment. Over the last 10 years, the number of households not seeking health care during an episode of illness ranged from 23 percent to 13 percent in 2003 and 2013 respectively (Figure 20). One of the major reasons for not seeking care is high cost of services accounting to 21 percent of those who did not seek care in 2013. This indigent population is approximately 1 million Kenyans.
[bookmark: _Toc466615005][bookmark: _Toc490049583]Figure 13: Percent of people with some sickness reported but did not seek health care 
[image: ]
Source: 2013 household expenditure and utilization survey

Wide geographical disparities were evident in health care seeking behaviors, as seen below. 
[bookmark: _Toc466615006][bookmark: _Toc490049584]Figure 14: Distribution of Population Reporting Illness in the Four Weeks Preceding the Survey and Percentage of Ill Persons Who Did Not Seek Treatment by counties, 2013

Source: 2013 household expenditure and utilization survey


3.2 [bookmark: _Toc490053618]The state of the health financing system
3.2.1 [bookmark: _Toc490053619]Mobilizing resources needed for health 
Revenues available for health have been on the increase in the past 15 years. The overall resources available for health are summarized from the National Health Accounts [15] in the table below. 
[bookmark: _Toc490049601]Table 6: Trend in health expenditures in Kenya, 2001/02 to 2015/16
	Indicators
	2001/02
	2005/06
	2009/10
	2012/13
	2015/16

	Total GDP at current prices (Ksh)
	2,483,087,895,837
	3,372,242,485,458
	3,502,864,214,981
	3,986,072,438,769
	6,709,670,650,000

	Total government expenditure (Ksh)
	469,454,107,719
	891,152,529,242
	1,173,991,183,006
	1,485,559,882,940
	2,271,729,850,000

	Total government expenditure ($)
	5,972,698,571
	12,141,042,633
	15,483,924,862
	17,415,707,889
	22,836,045,939

	Total Health Expenditure (THE) (Ksh)
	125,436,833,424
	155,556,805,311
	187,400,992,010
	268,332,871,444
	335,600,793,580

	Current Health Expenditure (CHE) (Ksh)
	n/a
	n/a
	180,636,344,383
	249,017,780,301
	315,544,187,949

	Capital Formation (HK) (Ksh)
	n/a
	n/a
	6,764,647,627
	19,315,091,143
	20,056,605,631

	Total Health Expenditure (THE) ($)
	1,595,888,466
	2,119,302,525
	2,471,656,450
	3,145,754,648
	3,373,550,398

	THE per capita (Ksh)
	4,021.60
	4,364.80
	4,853.70
	6,514.00
	7,592.80

	THE per capita ($)
	51.17
	59.47
	64.02
	76.4
	76.3

	THE as a % of nominal GDP
	5.10%
	4.60%
	5.30%
	6.70%
	5.00%

	Government health expenditure as a % of total government expenditure
	7.90%
	5.10%
	4.60%
	6.10%
	6.50%


Source: National Health Accounts (Ministry of Health, 2017)

The total health expenditure has increased by 167.5% in KES (111.4% in US$) since 2001/02, suggestive of more resources available for health. However, the total expenditure per person is much lower, at 88.8% in KES (49.1%) largely driven by the high population growth implying the health expenditures are used on more people than in 2000/01. In addition, the health expenditure has been increasing at the same rate as the GDP (170% increase since 2000/01), leading to stagnation of the health expenditure as % of GDP. In real terms, therefore, health expenditure has not changed significantly. Current health expenditure is driving the total, expenditure, at the expense of capital formation. The health sector is therefore primarily focused on recurrent spending, while the wider government is shifting towards development spending and capital formation.  The sources of the total health expenditures are shown in the figure below.
[bookmark: _Toc490049585]Figure 15: Sources of health expenditures

Source: National Health Accounts (Ministry of Health, 2017)

The proportion of health expenditures attributed to domestic sources reduced during the 2000s, but has been on the increase since 2012, with the latest estimates (2015/16) showing 77% of total health expenditure being from domestic sources. Government share of total health expenditure has also been increasing, from 30% in 2001/02 to 40% in 2015/16. This is associated with a reduction in household expenditure, from 51% of total health expenditures in 2001/02 to 31% in 2015/16. Private sources still remain the lowest source of health expenditures.
Between 2012/13 and 2015/16, the government share of health expenditure increased significantly, from 34% to 40%. This is attributed to the establishment of county governments in 2012. Government allocations are now made at both national and county governments, with increased opportunities for additional resources for health.
As shown in the figure below, over the previous 3 years, the national government budget to health has remained at a constant of 3.7 – 4.0% of the total national government budget. On the other hand, the county health budget has increased from 21.5 to 25.2 % of the total county budget. 
[bookmark: _Toc490049586]Figure 16: Proportion of national, and county government funds allocated to health, 2014/15 to 2016/17
National government				County government

Source: National Health Accounts (Ministry of Health, 2017)

3.2.2 [bookmark: _Toc490053620]Pooling and management of resources for health
Mobilized resources are managed by different institutional units (financing agents), who make decisions about where the funds will be allocated to. The main agents in Kenya enumerated according to their size are government units, Households, Non-profit making organizations, the National Hospital Insurance Agent (NHIF), private commercial corporations, and health facilities (select CBHI schemes). Households are considered as pooling agents when they make direct decisions on how they will utilize their funds. The trends in funds managed by the different financing agents are shown below. 

[bookmark: _Toc490049587]Figure 17: Managers of current health expenditures in Kenya, 2009/10 to 2015/16

Source: National Health Accounts (Ministry of Health, 2017)

The share of government institutions managing health expenditure has increased over the years, from 27.4% of all health expenditure in 2009/10 (MOH – 23.1%; local authorities – 0.8%; and non-MOH sources like parastatals ad other Ministries – 2.5%) to 41.5% in 2015/16 (MOH – 19.3%; Counties – 18.8%; and non MOH sources – 3.4%). Government institutions are now the largest managers of health funds, having surpassed households. However, the household share of funds is still high. 
For pooled funds, the major financing agents are MOH, CDOH (government funded public health system) and NHIF. The three agents controlled 19.3%, 18.8% and 4.8% of THE respectively in 2015/16. The share of the total health expenditure managed by private insurance companies has been on the increase, from 6.5% in 2009/10 to 11.1% in 2015/16. Thus, the insurance agents (private insurance, and NHIF) together manage only 15.9% of the total health expenditure in 2015/16 – a modest increase from the 11.1% in 2009/10. The share of funds managed by the public insurance institution (NHIF) has remained stagnant, while that for private insurance has grown.
The total gross premiums for health insurance industry in Kenya is KSh. 54 billion, of which KSh 28.5 billion  is paid to the NHIF (mandatory payments) and the balance to the private insurance providers (non mandatory). At present, therefore, the amount of funds allocated for mandatory insurance schemes is minimal, relative to the overall health expenditure. Only 17.1% of households have any form of insurance, with coverage lower amongst the poorest income quintile (3%), compared to the highest (42%) as show in the figure below.

[bookmark: _Toc490049588]Figure 18: Insurance coverage in Kenya, by income quintile, 2013

Source: Household expenditure and utilization survey, 2013

In addition, health insurance coverage is higher among the urban population (27 percent) than the rural population (12 percent). There are a total of 23 health insurers in the country, though the NHIF remains the largest with total market share of 88.4%[14]. Its active members have been increasing as shown in the table below.
[bookmark: _Toc466614997][bookmark: _Toc490049589]Figure 19: Trends in NHIF Membership, 2008/09 – 2015/16

Source: National Hospital Insurance Fund records
Both formal and informal membership has been on the rise, though the informal sector membership is rising faster than the formal membership (522% versus 99% respectively). This has led to a situation where the informal members currently constitute 40% of total membership, as compared to 17.3% in 2008/09.
Within the main pools mentioned above, there are numerous fragmented sub-pools targeting different populations with different benefit packages. Publicly funded health pools are the most fragmented within the system. There exists sub-pools dealing with targeted populations groups including several funds at the Ministry of Health and several pools at the NHIF (elderly and disabled persons' scheme, civil servants and disciplined forces, health insurance subsidies for the poor and the national scheme). Community health insurance schemes and private health insurance schemes pool funds independently and are not linked to other insurance pools. Fragmentation of the pools in the country has created many inefficiencies, which in turn increase the cost of delivering services to Kenyans. These inefficiencies can be addressed by consolidating the number of pools to the utmost minimum. 
The financing agents prioritize different elements of the health system. Of the three input building blocks of the system (human resources, infrastructure and equipment; plus drugs and supplies), the financing agents place focus as shown below
[bookmark: _Toc490049602]Table 7: Priorities for funding by different financing agents
	Financing agents
	Financing priorities

	
	Health workforce
	Infrastructure, equipment
	Drugs, supplies

	Government institutions
	+++
	+++
	++

	Households
	-
	-
	+++

	Insurance agents – public 
	-
	++
	+++

	Insurance agents – private
	-
	-
	+++

	Nonpublic institutions servicing households
	+
	+
	+++

	Employers - private
	-
	-
	+++


KEY: +++ High priority	++ Priority	+ Low priority	- Not prioritized
Expenditures on the health workforce are primarily financed by government institutions, with some funding for these provided by the non-public institutions servicing households. Infrastructure and equipment expenditures are primarily financed by government sources, public insurance agents, and non-public institutions servicing households in private facilities. All financing agents prioritize drugs, and supplies.

3.2.3 [bookmark: _Toc490053621]Purchasing health services 
Government agents, including the national and county governments, are the major purchaser of health care services in Kenya. The Ministry of Health and County Departments responsible for health purchase health from mainly the public health care providers, while sometimes they provide services directly especially for population based health services. There is no defined package of services for provision by the government agents, and the most common provider payment mechanism is input-based funding through predetermined line-item budgets.
NHIF, in addition to being a pooling agent, also plays the double role as a purchaser of health services. The fund conducts some form of ‘strategic’ purchasing by empaneling health care providers for a defined but varying benefit package for each sub-pool. As at June 2017, the Fund had contracted 3,394 nationwide in both the private and the public sector. The Fund purchases both inpatient and outpatient care. The outpatient services are paid on both capitation and fee for service while for the inpatient services facilities are reimbursed through bundled payments and rebates. There are inadequate mechanisms for continuous monitoring and engagement with providers to ensure that quality is maintained. 

Private health insurers have varying benefit package which they purchase mainly from the private sector and faith-based health providers. They pay their contracted health providers through fee-for-service on full cost recovery basis. Private health insurance providers apply varying criteria to identify and contract health providers for defined benefit packages on the basis of pre-negotiated contracts. Such private health insurance providers operate under supervision of the Insurance Regulatory Authority (IRA).
Households pay direct out of pocket for care consumed at public facilities at subsidized fees. However, payment for privately provided services is at full cost. Households are able to access any health facility in the country according to their willingness and ability to pay for the cost of services used. 

Development partners channel most of their funds through not-for-profit and for-profit organizations, mainly targeting four key interventions namely population services (Immunization, bed-net distribution and IRS), HIV/AIDS, Malaria and Tuberculosis. Their purchasing agents normally purchase services at public and faith-based health facilities as their funds are mainly channeled to the less privileged and marginalized populations. 
There exist variations in funding mechanisms among health providers. Historically, public health sector funding is input-based through line budget items. On the other hand, private providers are dependent on direct payment for services from clients and the health insurance agencies. This funding mechanism has been shown to be a barrier to access and utilization of privately provided services leading to under-utilization, idle capacity and compromised quality of care.
Health care services in Kenya are provided by both public and private providers; the latter comprises of both not-for-profit and for-profit providers. According to MOH Master Facility List 2016, there were 9,362 health facilities in the country; of which 46 percent are public facilities operated largely by the county governments, 14 percent are operated by Faith Based Organizations (FBOs) and other NGOs and 40 percent are private-for-profit. In addition, other stand-alone providers include- laboratories, imaging centers, dialysis care centers and rehabilitation centers are providers of health care. The total number of beds in Kenya stands as 60,275 according to the Master Facility list 2016, or 1.31 beds per 1,000 individuals. According to KHHEUS 2013, the average output per health facility in Kenya stands at about 40 out-patients per day. 

[bookmark: _Toc458010050][bookmark: _Toc490049603]Table 8: Health Facility by Ownership, Kenya – 2016 
	Ownership
	Hospitals
	Health Centres
	Dispensaries
	Maternity and Nursing Homes
	Clinics
	Total

	Public (MOH + County)
	295
	789
	2,976
	-
	-
	4,060

	Faith Based & Other NGOs
	93
	322
	695
	23
	213
	1,346

	Other Public Institutions
	6
	55
	126
	-
	32
	219

	Private
	144
	143
	327
	215
	2,908
	3,737

	Total
	538
	1,309
	4,124
	238
	3,153
	9,362


Source: Kenya Master Facility List, 2016
Schedule 4 of the Constitution of Kenya 2010 establishes two levels of public health facilities; namely national referral facilities and county health facilities. The public service delivery system is hierarchical with the first point of contact being Level 2 & 3 facilities. Secondary and tertiary health care services are available in hospitals of varying complexities; namely primary referral hospitals (Level 4), secondary (Level 5) and tertiary (Level 6) hospitals. Currently, the referral system is largely ignored, resulting in high level referral health facilities having large workload from self-referring patients. This has resulted in congestions at the national and county referral health facilities. The structure health facilities is also not adhered to when designating them, resulting in facilities at different levels offering similar services. There is currently an on-going effort to reduce the six-tier classification of health facilities to a four-tier one comprising of the community (Level 1), primary health providers (Level 2), basic curative health providers (Level 3), and Specialized curative health providers (Level 4). 
The devolved system of government presents opportunities and challenges for the health sector, as health service provision is largely a devolved function. The political decentralization associated with devolution grants autonomy to County governments in the implementation of health policies with funding from equitable share of government revenue and local taxes. 
With most of the funds being pooled by public schemes, and with the public schemes using passive purchasing mechanisms as a result of the ease of its management. As such, investments in the health workforce, infrastructure, and medical products are made based on consumption patterns, as opposed to results delivered. The motivation for improving quality of services is therefore reduced, contributing to the low public confidence in the health system and consequently underutilization of health services.


3.3 [bookmark: _Toc490053622]Emerging issues
The current health financing architecture is quite complicated, with multiple sources of funding contributing to a meshwork of financing agents that are purchasing services in multiple, overlapping manner – as illustrated below
[bookmark: _Toc490049590]Figure 20: Current health financing architecture
[image: ]HSSF: Health Sector Services Fund: FMS: Free Maternity Services: OBA: Output Based Approach; E&D: Elderly and disabled persons' scheme; HISP: Health Insurance Subsidy for the Poor; VMA: Voucher Management Agent; NHIF: National Hospital Insurance Fund; CBHI/CBHF: Community based 'Health Insurance/Funds; CS &DS: Civil Servants’ and Disciplined Forces' Medical Scheme; General Scheme: NHIF funding from mandatory and voluntary contributions.




As a result, there are a number of issues that are emerging, from this situation. 
3.3.1 [bookmark: _Toc490053623]Emerging issues relating to the context 
The review of the situation highlighted a number of contextual issues that the health sector needs to take into consideration, as it defines the health financing strategy.
Demographic transition: The country is currently in the middle of a demographic transition, with a youth bulge. This implies there is an opportunity in the medium term for a large population with relatively low traditional health expenditure. 
High unemployment rates: A large proportion of the population is unemployed / in informal employment. This implies and financing arrangement needs to innovate means to tap into the informal health sector
Sustained improvements in macro economy: The country has witnessed sustained private sector growth over the past years, which should continue moving forward. The improvement in tax revenue that this has attained provides an opportunity for mobilizing additional public financing. In addition, the macro economic improvement could potentially lead to improved incomes, which improves the capacity to purchase health care
High multidimensional poverty levels: The high levels of multidimensional poverty suggest there will be a large population that will find it hard to pay for health services.
Increase in overall government development expenditure: This is related to the high infrastructure and other development expenditures needed for attaining sustainable development. It provides an opportunity to initiate large scale development projects that may be needed, to improve capacity for delivery of health services

3.3.2 [bookmark: _Toc490053624]Emerging issues relating to resource availability
No real increases in health expenditure: While there has been nominal increases in health expenditure overall, these have at best kept pace with macro economic improvements in the country. The low / stagnant share of health expenditure in GDP, and overall government expenditure implies there is significant scope for improvements in domestic health expenditure. Additional mechanisms are needed, to ensure a real increase particularly in government allocations for health.
Changing sources of funding: While the overall health expenditure is stagnating in real terms, the share contributed by government is increasing, as donor sources are reducing. The household contribution is fairly stagnant. This increasing reliance on government as a source of health funding is important for country ownership, but places increasing pressures on the government budget. The counties have quickly evolved as a major source of health financing, particularly for operations – even though these funds are largely reallocations of previous government funds.
3.3.3 [bookmark: _Toc490053625]Emerging issues relating to resource allocation and management (pooling of funds)
High inefficiencies in current pooling and management arrangements: There are multiple arrangements for pooling of resources, with overlaps arising in the financing of the services. Government-managed pools are increasing in the amount of funds they are managing – but these are highly fragmented with multiple sub-pools for specific populations (Counties, civil servants, etc) that reduce on solidarity, and increase administrative costs. The different pooling and management arrangements have inherent biases towards some expenditures, leading to gaps in areas such as infrastructure and human resources – while all pooling arrangements are funding drugs and supplies
High inequities in current pooling and management arrangements: Households are still a consistent major pool of resources, implying those with more resources are controlling how the funds are spent. Insurance, which would improve on solidarity, is still very limited in coverage. Private insurance mechanisms are largely focused on coverage of the rich, allowing for cream scheming of those able to pay away from mandatory schemes.
3.3.4 [bookmark: _Toc490053626]Emerging issues relating to resource utilization (purchasing services)
Passive purchasing arrangements: The sector currently is principally driven by input based purchasing arrangements, where financing is provided for inputs (human resources, infrastructure, drugs). This has contributed to the absence of motivation mechanisms for staff, as there is no incentive to improve performance. The result is quality of care challenges exist, with populations unhappy with their experiences in accessing services. Perceptions of better experiences are driving people towards more costly private services, increasing the cost of care. Strategic purchasing mechanisms that would encourage output or outcome based purchasing of services would address most of the motivation, and quality issues facing the sector. It needs to be introduced in a manner that limits the loss of the benefits of the passive purchasing (bureaucratically easier to administer, staff job security, and others)
Overlap of financing agent, purchasing and provision: At present, there are overlaps between the financing agents, and the purchasing of services. This creates potential for abuse and corruption, as there is limited transparency in the process. An effective split between these functions would ensure independence of accreditation, and technical audit processes in a manner that ensures efficiency.
Improperly defined benefit package: The sector has defined the Kenya Essential Package for Health (KEPH) as the overall package of services persons are entitled to have. Financing its provision has however largely been left to the financing agents decisions about what elements they prefer to finance. As a result, there is uneven investment in the capacity to provide the different KEPH services. A further elaboration of which specific KEPH services are to be covered under the specific financing agents would improve on the fairness and efficiency of delivery of this package.


3.4 [bookmark: _Toc490053627]Policy recommendations
Specific recommendations for the health financing strategy therefore arise from the country situation. These are as follows:
1. Put in place mechanisms to mobilize resources from the youth and other populations with low health expenditures
2. Establish innovative approaches to mobilize and manage resources from the non-public sector
3. Establish ways to finance health services for the vulnerable populations, particularly those facing multidimensional poverty
4. Strengthen the case for real increases in government (national and county) health expenditures, focusing on more capital investments including HR production (pre-service), infrastructure establishment and functioning, plus capacity for production and management of health products and supplies
5. Consolidate pooling mechanisms, to maximize economies of scale and reduce inefficiencies
6. Scale up mandatory health insurance mechanisms as a means to ensure equity and fairness in financing and utilization of services.
7. Put in place (semi) autonomous quality assurance and accreditation mechanisms, to ensure transparency in provider selection, monitoring and remuneration
8. Define benefit packages for the different financing agents to focus on, to facilitate achievement of the KEPH and reduce overlaps
9. Introduce strategic purchasing arrangements, to improve on effectiveness of services being provided. 
10. Introduce provider payment mechanisms that will provide the appropriate incentives for efficiency and productivity.


[bookmark: _Toc490053628]CHAPTER 4: STRATEGIC FOCUS AND INTERVENTIONS
[bookmark: _Toc490053629]Overview of the strategic agenda
Kenya intends to establish a fit for purpose health financing system that efficiently, and equitably facilitates delivery of services that are needed for attaining Universal Health Coverage, and its sustainable development agenda. The country aims to achieve this through ensuring adequacy, efficiency and fairness in resource mobilization, allocation and utilization. The policy directions it shall take to achieve this are as follows:
Revenue mobilization
· The health sector will be predominantly funded through domestic financing
· The primary sources of domestic financing shall be tax funding and health insurance contributions. Direct household payments shall be minimized through improved tax collection and use of health prepayment mechanisms 
Revenue management
· Consolidated pools for managing pre-payment revenue shall be primarily used based on mandatory contributions from the public, with general tax revenue used to pay for those with multidimensional poverty (poor and indigent)

Purchasing
· Input financing primarily for long term capital investments, while results based for operations
The strategic focus and agenda in health financing is now elaborated.




4.1 [bookmark: _Toc490053630]Strategic focus for revenue raising
4.1.1 [bookmark: _Toc490053631]Strategic agenda
Revenue raising strategies are intended to ensure sustainable financing for implementation of the health agenda. The aim is to ensure adequate, stable and predictable resources raised in an efficient, and equitable manner. 
Domestic resources, comprising of both tax funding and mandatory health insurance contributions will be the major sources of funding for KEPH. These public funds will be supplemented by external resources and out of pocket payments in the short and medium terms.
4.1.2 [bookmark: _Toc490053632]Policy options considered 
As highlighted in the situation analysis, there are five potential sources of revenue for health:
· Government tax revenue: Un-earmarked funds collected by a public institution from domestic/households (tax payments), or external (general budget support) pre-payment sources,
· Mandatory contributions to a public fund: Earmarked funds collected by a public institution from domestic/households (tax payments), or external (general budget support) pre-payment sources
· Project or program support: Earmarked funds collected by public, or non-public institutions from external (general budget support) or occasionally domestic/households (tax payments), or pre-payment sources
· Voluntary contributions to a non-public fund: Earmarked funds collected by non-public institutions from domestic pre payment (private insurance premiums), or direct payment (co-payments, or fee for service) sources, and occasionally external sources (donor contributions for private insurance firms)
· Direct out of pocket payments managed by households for ‘pay as you go’ health services
A review of the pros and cons of these options was carried out, and is shown below.
[bookmark: _Toc490049604]Table 9: Comparison of options for revenue raising
	Source of revenue
	Advantages for revenue raising
	Disadvantages for revenue raising

	Government tax revenues
	· Currently a significant source of funds
· Presence of institutional mechanisms to collect the revenue (KRA, NHIF, etc)
· Potential for significant increase in revenue in line with the economy
	· Competition for funds with other priorities

	Mandatory pre-payment revenues
	· Presence of institutional mechanisms to collect the revenue (KRA, NHIF, etc)
· No competition with other government priorities as is dedicated fund
	· Political considerations in its establishment

	Project / program revenues
	· Currently a significant source of funds (donor contributions)
· Minimal institutional mechanisms needed to collect the revenue
	· Targeted for specific areas of the health sector, dependent on interests of the source
· Not sustainable
· High potential for conditionalities that may not be aligned to country needs

	Voluntary pre-payment revenues
	· Relatively limited costs of collection 
	· High inequity, as it is focused primarily on the population with ability to pay
· 

	Out of pocket direct revenues
	· Currently a significant source of funds
	· High potential for catastrophic health spending
· Inbuilt inequities – funding based on ability to pay, not need
· Low predictability – no mechanism to align time of availability of funds with time of need



4.1.3 [bookmark: _Toc490053633]Strategic thrusts
The sector revenue raising approach will focus on a mixed mechanism, maximizing the benefits of different sources, while putting in place mechanisms to minimize the disadvantages.
The major thrust of active the revenue raising focus will be on domestic resources, particularly government tax revenues, and mandatory pre-payment sources. These are associated with the highest advantages and lowest disadvantages. Sector efforts will be focused on addressing the disadvantages of revenue from these sources. The target shall be to have at least 15% of government revenue allocated for health
Voluntary pre-payment revenues will be used to complement the government tax, and mandatory pre-payment, particularly for the better off population
Project / program revenues from external sources will be limited to specific intervention areas identified on a need basis
Out of pocket direct payments will be actively discouraged, as the disadvantages far outweigh their advantages. It shall only be maintained for co-payments or fee for service options, and not as a cost recovery mechanism.
[bookmark: _Toc490049591]Figure 21: Scope for sources of revenue for healthDirect individual sources
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4.1.4 [bookmark: _Toc490053634]Targets and key interventions 
The interventions will focus on maximizing the advantages, while addressing the disadvantages of the different sources considered useful. The interventions for the strategy will focus on achieving the following five targets below:
f) Attain a progressive increase in the total (national and county) government allocation to health, till a level adequate for attaining UHC and SDG targets for Kenya
g) Institute mandatory pre-payment revenue generation from the population replacing out of pocket payments, guided by fairness and affordability for different income levels
h) Develop specific programs best suited for external funding, and focused on innovations in service delivery
i) Facilitate functional non-public pre-payment (insurance) mechanisms that are linked to mandatory pre-payment mechanisms, and provide clearly defined complementary services
j) Eliminate direct out of pocket payment at point of use for essential services
Key interventions for each are outlined in the table below. 
[bookmark: _Toc490049605]Table 10: Key interventions for improving revenue for health
	Strategic direction
	Key interventions

	
	

	Government tax revenue
	Target 1.1: Progressively increased total (National and County) government allocation to health to adequate levels needed for attaining Universal Health Coverage

	
	· Carry out sector micro costing every 3 years, to provide information on costs of service provision

	
	· Conduct health accounts every 3 years, to monitor government contributions to health expenditures

	
	· Review, and deepen annual expenditure reviews to map spending with health results

	
	· Biannually develop an investment case for health, based on economic and value for money benefits

	
	· Develop advocacy and social mobilization initiatives based on information from costing, health accounts, expenditure reviews and investment cases to build political support for government health investment

	
	· Review, and deepen engagement in the resource allocation process (MTEF) to ensure appropriate allocations for health investment are made at national and county levels

	Mandatory pre-payment revenue
	Target 1.2: Mandatory collection of pre-payment revenue, based on population categories 
	Category
	Target
	Revenue collector

	1
	Salaried employees and their recognized dependents
	Employers (income rated)

	2
	Self-employed, including independent professionals and specialists and their recognized dependents
	Professional channels (income rated)

	3
	Wage earners (occupational union members) and their recognized dependents
	Respective unions(income rated)

	4
	Organized occupation groups (e.g. farmers, pastoralists, etc) and their recognized dependents
	Respective associations / societies (income rated)

	5
	Inmates at correctional facilities
	Not applicable. Funded by government (subsidies)

	6
	Indigents and population minorities registered by local administration offices
	Not applicable. Funded by government (subsidies)

	7
	Pensioners and their recognized dependents registered through pension schemes
	Pension schemes

	8
	Other citizens of Kenya not recognized in the above categories
	Not applicable. Funded by government (subsidies)




	
	· Develop and functionalize policy and legal frameworks for allocation of revenue for health from employers, professional groups, unions, associations and pension schemes

	
	· Develop and functionalize regulations needed for allocation of government revenue for the indigent, inmates, and any other citizens needing government subsidies for insurance contributions

	
	· Conduct actuarial studies every 3 years, to determine appropriate contributions needed for mandatory insurance

	Project / program partner revenues
	Target 1.3: Specific programs for external support, focused on introduction of innovations in service delivery

	
	· Government (national and county) to develop 5-year comprehensive partner support programs of work derived from the national health strategy, around with external support will be aligned

	
	· Put in place functional systems for harmonization of support amongst external partners, to reduce duplication and transaction costs

	Voluntary pre-payment revenue
	Target 1.4: Functional private insurance mechanisms, which are linked to mandatory mechanisms to compensate for cream skimming

	
	· Develop comprehensive regulations guiding private insurance market, including mechanisms for contribution to public sector mandatory systems

	
	· Put in place coordination mechanism for private insurance providers for harmonization of actions

	Out of pocket direct revenue
	Target 1.5: Eliminated direct out of pocket payment at point of use for essential services

	
	· Conduct regular household health expenditure surveys to provide information on sources of direct household health expenditures

	
	· Develop and put in place behavior change communication information to guide households on appropriate use of household funds for health financing



4.1.5 [bookmark: _Toc490053635]Progress indicators
The health sector will monitor progress it is making towards appropriate revenue raising initiatives through a set of indicators and targets, as shown in the table below.
[bookmark: _Toc490049606]Table 11: Progress indicators for revenue raising
	Source of revenue
	Indicators
	Target

	
	
	2017
	2017-2022
	2022-2027
	2027-2030

	Government tax revenues
	Government spending on health as % of total government spending 
	6.8%
	8%
	11%
	13%

	
	Government spending on health as % of total government spending (Absolute KSh Billions)
	125
	229
	510
	826

	
	Government spending on health as % of Total Health Expenditure (THE)
	34%
	43%
	48%
	51%

	
	Public spending on health as percentage of GDP
	2.5%
	3%
	4%
	5%

	
	Public spending on health as percentage of GDP (Absolute values) KSh billions.
	174
	354
	658
	1,104

	
	Public per capita health spending (US$)
	27
	97
	201
	310

	
	Per capita spending on health (THE in $)
	67
	141
	245
	357

	Mandatory pre-payment revenues
	% of total health expenditure that is pooled (government and insurance)
	
	50
	75
	80

	
	% of population covered under mandatory prepayment schemes
	
	25
	60
	80

	
	% of population needing subsidies covered under mandatory insurance
	
	10
	60
	80

	Project / program revenues
	% of total health expenditure contributed to by donor projects / programs
	
	20
	10
	2

	Voluntary pre-payment revenues
	% of total health expenditure contributed to by voluntary pre-payment schemes
	
	10
	10
	10

	
	% of voluntary pre-payment revenues contributed into mandatory schemes
	
	2
	4
	8

	Out of pocket direct revenues
	Out of pocket expenditure as % of total health expenditure 
	
	25
	15
	10

	
	% of population incurring catastrophic health expenditures
	
	6
	4
	2




4.2 [bookmark: _Toc490053636]Strategic focus for pooling and management of revenues 
4.2.1 [bookmark: _Toc490053637]Strategic agenda
Revenue pooling and management strategies are intended to ensure funds raised are used in the most efficient and equitable manner. The aim is to ensure maximum availability and fairness in resource utilization. The current sector management of resources is currently plagued with many areas of inefficiencies, as summarized below.
[bookmark: _Toc490049607]Table 12: Sources of sector technical and allocative inefficiencies 
	Area
	Technical (T)
	Allocative (A)

	Medicines
	
	

	Underuse of generics and higher than necessary prices for medicines
	T
	

	Use of substandard and counterfeit medicines
	T
	

	Inappropriate and ineffective use
	T
	

	Health-care services
	
	

	Overuse or undersupply of equipment, investigations and procedures
	T
	

	Inappropriate hospital admissions and length of stay
	T
	

	Inappropriate hospital size (low use of infrastructure)
	
	A

	Medical errors and suboptimal quality of care
	T
	

	Broader health system
	
	

	Health workers: inappropriate or costly staff mix, unmotivated workers
	
	A

	Health system leakages: waste, corruption and fraud
	T
	A

	Health interventions: inefficient mix/inappropriate level of strategies/ Health System Fragmentation.
	T
	A



The sector will prioritize mechanisms to pool resources in a manner that ensures efficiency, and equity goals are attained. 
4.2.2 [bookmark: _Toc490053638]Policy options considered 
As highlighted in the situation analysis, there are four potential mechanisms to manage health resources: 
· Government programs / projects: National, and county government support functions and programs aimed to improve service provision capacity. These largely relate to management and leadership building activities, financed by donors and government from its tax revenues
· Mandatory insurance: A pooling mechanism to finance the essential package of care. This is financed from the government tax revenue (subsidies for indigent), mandatory pre-payments from the public, and contributions from voluntary pre-payment mechanisms to cater for cream scheming. It will be managed by an autonomous public agency, and where applicable community based insurance mechanisms
· Voluntary insurance: These are non-public insurance mechanisms based on voluntary contributions. Funds are from voluntary pre-payments made by individuals, and/or fee for service payments. They are managed either by formal private insurance agents, and facility based insurance groups/mechanisms. 
· No pooling mechanism: These are funds individuals pay directly for services, primarily on a cost recovery basis. 
A review of the pros and cons of these options was carried out, and is shown below.
[bookmark: _Toc490049608]Table 13: Comparison of options for revenue raising
	Revenue management mechanism
	Advantages of mechanism
	Disadvantages of mechanism

	Government programs and projects
	· Presence of institutional structures at national and county levels (MOH, County health teams, etc)
	· Limited in what it can finance - primarily management capacity functions
· Inability to assure health funds due to competition for resources with other sectors

	Mandatory insurance mechanism
	· Most efficient way of managing health funds – able to set and monitor administrative costs 
· Most equitable way of managing health funds – funding based on need
· Direct contributions from beneficiaries improves participation and transparency 
· Constitutional provisions existing allowing for targeting of funds for specific priorities / geographic areas
	· Complex administrative process to set up social health insurance fund
· Requires a source of income, and so needs subsidies for covering those with none

	Voluntary insurance mechanisms 
	· Market driven mechanism allowing for choice
· Able to complement services provided through mandatory insurance – specifically high cost services
	· Tends to concentrate those with ability to pay, draining funds from mandatory insurance
· Overlaps of services covered with mandatory insurance mechanism when same persons are covered by both
· High administrative costs relative to contributions 

	No pooling mechanism
	· Individuals in direct control of their health spending
	· Absence of pooling mechanism maintains risks for catastrophic spending, and inequities 



4.2.3 [bookmark: _Toc490053639]Strategic thrusts
The sector pooling and management mechanisms will focus on a mix of government, mandatory insurance and voluntary insurance mechanisms. Government and external funds management will focus on establishment of funds at national and county levels, to protect and assure the funds channeled through these sources for health. 
With regard to mandatory insurance mechanism, the thrust will be in establishing a Kenya Social Health Insurance Fund (SHIF), a mandatory insurance mechanism which to coordinate and manage pre-payment revenues. A single social health insurance fund is the preferred institutional mechanism for mandatory insurance, as it limits administrative expenses that are high with multiple social health insurance funds. Multiple institutional arrangements shall be exploited to register members. These include direct SHIF registration, use of Kenya Revenue Authority (KRA), County governments, employers, occupational groups, and other revenue sources already elaborated. The indigent populations for whom government shall make contributions shall also be identified through existing mechanisms such as the Orphans and Vulnerable Children (OVC) database, elderly and disabled database, and others. These shall be linked to the Civil Registration and Vital Statistics database to ensure they are always up to date.
The thrust for voluntary insurance mechanisms shall be around improving the regulation and coordination of this market, ensuring it is complementary to existing mechanisms and limiting inefficiencies due to overlap of coverages.
[bookmark: _Toc490049592]Figure 22: Scope for pooling and managing mechanisms 
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4.2.4 [bookmark: _Toc490053640]Targets and key interventions
The interventions will focus on putting in place the required institutional mechanisms needed to attain the required pooling and management of health revenues in a manner that ensures efficiency in resource management. The interventions for the strategy will focus on achieving the following three targets below:
e) Establish a national health fund for management of government and external resources provided at the national level. This shall ensure funding for residual national functions are ring fenced and strategic functions guaranteed.
f) Establish a county health fund in each county, for ring fencing of government and external resources provided to counties for health management functions, plus preventive and promotive activities needed for health
g) Establish a functional autonomous Kenya social health insurance fund (SHIF) for the management of mandatory pooled health revenues needed for curative and rehabilitative essential services
h) Put in place an institutional mechanism for coordination, regulation and management of voluntary insurance mechanisms that ensures they are complementary to the mandatory social health insurance. These mechanisms include facility insurance mechanisms, community based health insurance, and private insurance 
Key interventions for each are outlined in the table below. 
[bookmark: _Toc490049609]Table 14: Key interventions for improving revenue pooling and management for health
	Revenue pooling mechanism
	Key interventions

	
	

	Government programs  and projects
	Target 2.1: Functional National Health Fund

	
	· Put in place a comprehensive legal and regulatory framework for establishment and functioning of the national health funds, and aligned to constitutional national government functions

	
	· Regularly review functioning of national health fund, vis-à-vis its contribution to Kenya’s health financing objectives

	
	Target 2.2: Functional County Health Fund

	
	· Put in place a comprehensive legal and regulatory framework for establishment and functioning of the county health funds, aligned to constitutional county government functions 

	
	· Regularly review functioning of national health fund, vis-à-vis Their its contribution to Kenya’s health financing objectives

	Mandatory social insurance mechanism 
	Target 2.3: Functional National Social Health Insurance Fund 

	
	· Put in place marketing and communication strategy for SHIF

	
	· Put in place a comprehensive legal and regulatory framework for establishment and functioning of the autonomous SHIF

	
	· Put in place regulations enforcing SHIF enrollment in government institutions engaging with the public – including in school enrollment, PIN registration, licences and permits, and others 

	
	· Develop the framework for government subsidies to SHIF for the poor and vulnerable

	Voluntary insurance mechanism 
	Target 2.4: Institutional mechanism for regulation, coordination of voluntary health insurance

	
	· Define regulations for coordination and management of facility, community and private insurance mechanisms

	
	· Make functional structures and processes for engagement and coordination of facility, community and private insurance stakeholders

	
	· Put in place mechanisms to facilitate remission of SHIF contributions from voluntary health insurance mechanisms



4.2.5 [bookmark: _Toc490053641]Progress indicators
The health sector will monitor progress it is making towards appropriate revenue pooling and management initiatives through a set of indicators and targets, as shown in the table below.
[bookmark: _Toc490049610]Table 15: Progress indicators for revenue raising
	Pooling and management mechanism
	Indicators
	Target

	
	
	2017
	2017-2022
	2022-2027
	2027-2030

	Government programs and projects
	Proportion of national government funds for health ring fenced
	-
	40%
	80%
	100%

	
	Proportion of county government funds for health ring fenced
	-
	30%
	80%
	100%

	
	Share of counterfeit medicines in the market
	25%
	15%
	10%
	5%

	
	% of allocated funds reaching Primary health facilities
	38%
	20%
	10%
	0%

	
	% of staff absent from facilities (unsanctioned absenteeism)
	12%
	9%
	6%
	4%

	
	Rate of adherence to clinical guidelines (%)
	50%
	60%
	70%
	80%

	Mandatory social insurance mechanism 
	% of population enrolled in health insurance of any kind
	17
	50
	70
	85

	
	Population enrolled in health insurance of any kind
	7,710,069
	25,907,861
	41,439,244
	53,072,994 

	
	Revenue Contribution (Absolute Figures KSh)
	
	
	
	

	
	% of THE pooled (govt _ social)
	40
	60
	75
	83

	
	% of the indigent* population benefiting from subsidies 
	2
	2
	2
	2

	
	Out-of-pocket payment as % of CHE
	27
	25
	20
	15

	
	Proportion of the population with household expenditures on health exceeding 40% of their subsistence per capita total household consumption (%)
	6.2
	
	
	

	
	% of population impoverished due to health care
	6.25
	5.0
	4.0
	3.0


	Voluntary insurance mechanisms 
	Proportion of the Kenya population enrolled in a Voluntary Health Insurance mechanism (PHI, CBHI, or facility insurance)
	
	5%
	15%
	30%




4.3 [bookmark: _Toc490053642]Strategic focus for purchasing of services 

4.3.1 [bookmark: _Toc490053643]Strategic agenda
Purchasing of services is intended to ensure funds for health are purchasing the essential services that the people require, in the most efficient and equitable manner. The aim is to ensure the essential services are purchased in the most effective manner. 
The sector will prioritize mechanisms to purchase essential services in a manner that ensures efficiency, and equity goals are attained.

4.3.2 [bookmark: _Toc490053644]Policy options considered 
Currently, the sector is largely purchasing care passively, with a focus on financing of inputs (health workforce, infrastructure, commodities) with funding not linked adequately to expected improvement in utilization of essential services. Purchasing is focused on defining actions across three areas:
1. Actively identify the sets of essential services to which the population is entitled;
2. Choosing the providers most suited to providing the respective sets of essential services; and
3. Deciding how these services should be paid for, including contractual arrangements 

[bookmark: _Toc490049593]Figure 23: Scope of purchasing of services


· Identifying essential services: Essential services refer to those that the population is entitled to accessing, given the disease profile. A Kenya Essential Package for Health has defined the full range of essential services for Kenyans. However, this is not disaggregated by level of care, and for different financing modalities to ensure it is efficiently provided. It is critical to define essential packages for the different financing modalities with no minimal overlaps

[bookmark: _Toc490049611]Table 16: Categorization of essential health services financed by different funds
	KEPH services by level of care
	Type of services to be funded

	
	Preventive and promotive services
	Curative and rehabilitative services
	Management functions

	Tertiary care KEPH services 
Level V (specialized) and VI (general) hospitals
	National Health Fund
	Social Health Insurance Fund
Facility insurance Funds
Private insurance Funds
	National Health Fund

	Secondary care KEPH services
Level IV (primary referral) County hospitals
	County Health Fund
	Social Health Insurance Fund
Facility insurance Funds
Community Based Insurance Funds
Private insurance Funds
	County Health Fund

	Primary care KEPH services 
Community, Level II (dispensaries) and III (health centers)
	County Health Fund
	Social Health Insurance Fund
	County Health Fund



· Choice of providers to provide essential services: In choosing the providers, it is important to ensure that they are able to provide a defined and standard quality of care to the population in an equitable manner. This implies irrespective of where a client goes, they should get the same quality of services. Independent selection and accreditation of providers is needed to assure this. 
· Provider payment mechanisms: on identification of providers, purchasing mechanisms to pay these are needed, which maximize efficiency and equity in use of the revenue.
Each of the provider payment mechanisms presents a different set of incentives to provider behavior, and so need to be selected with this in mind
[bookmark: _Toc490049612]Table 17: Provider incentives based on payment methods
	Payment Mechanism
	Description
	Financial incentive set to Health provider

	Capitation
	· Fixed amount paid based on number of patients enrolled
· Controls costs by transferring risk to the health care provider
· Low administrative burden
· It guarantees provider revenue over a defined period.
· Management systems required to register each beneficiary with one provider and to monitor utilization to curb under servicing
·  Has more incentive to stimulate efficiency
· Riskier populations may be excluded 
· Quality may be sacrificed to contain costs
	Treat patient within budget, or in worst case, provide substandard care and exclude high-risk patients;
Refer patients to specialist and
hospitals

	Diagnosis Related Groups
	· Most frequently applied to in patients
· The provider is paid a fixed and predetermined amount for treating a case rather than for each treatment based on diagnosis classification,
· Links payment to complexity of case and therefore  may be complicated
· Reliable data and information recording system required;
· Complex and time consuming process to develop a case-based system 
	Cost control is of moderate priority to a health provider

	Fee-for-Service
	· Payment is per unit of service – provider paid according to number of service items delivered.
· Financial risk rests with payer, low risk for provider
· May encourage over servicing and unnecessary interventions
· Has very high administrative costs for both the provider and payer.
· For the provider billing procedures are costly.
· For the insurer, the cost of processing claims is high.
· The payer/insurer must establish expensive
·  Monitoring procedures to minimize false claims
	Increase number of services per patient

	Pay for Performance
	· Administrative burden for providers and insurers
· P4P programs can be costly and require
· Substantial additional investment in IT needed,  to monitor performance
· Providers may artificially Increase number of services that lead to improved performance indicator
· Gaining acceptance from providers
	Increase number of services that lead to improved performance indicator

	Rebates/Per-Diem
	· Mostly for inpatient services
· Pays daily aggregate fee for all expenses
· Low financial risk to provider, high risk on payer
· May encourage increase in the number of admissions and lengths of stay.
· Case coordination required to monitor length of stay
	 

	Line item budgets
	· The allocation of a fixed amount of funds to a health care provider to cover specific inputs in health service delivery (salaries, O&M, medicines)
·  Specific to a certain amount of time
· Easy to manage bureaucratically, as is aligned to wider government budgeting process
· Providers have limited flexibility in moving funds across line items
	Increase input factors (bed, staff, etc) and use full budget



A review of the pros and cons of the different purchasing options is shown below.
[bookmark: _Toc490049613]Table 18: Comparison of options for purchasing of services
	Mechanism
	Options
	Advantages of mechanism
	Disadvantages of mechanism

	Identification of essential services
	Essential packages for different funding mechanisms designed by Ministry of Health
	· Harmonization and standardization of benefits as specific packages well aligned to overall KEPH
	· Bureaucratic process, as there will be need for extensive consultation and managing multiple stakeholders interest

	
	Essential packages for different funding mechanisms designed by independent entity
	· Ensures faster stakeholder buy-in
· Dedicated and committed team working on packages
	· High administrative costs for set up and management of independent entity
·  Conflict with MOH, which holds the function constitutionally

	
	Essential packages for different funding mechanisms designed by purchasing entities
	· Better understanding of the market risks and adopt a sustainable model for purchase of essential package 
· More efficient decision making 
· Enhances creativity and innovation due to competition 
	· High potential for conflict of interest
· Needs new regulation, and capacity for its enforcement which will be difficult
· Standardization of  the package across different purchasers not feasible

	Selection & accreditation of providers
	Accreditation and selection done by Ministry of Health
	· Aligned with constitutional role of MOH
· Aligned policy, and accreditation functions under a single entity for harmonization
	· Requires mechanism to involve counties – for buy-in
· Weak MOH capacity to carry out this function

	
	Accreditation and selection done by pooling agent
	· Coordinated institutional knowledge of how funds are spent
	· No split between pooling and purchasing – introducing scope for corruption
· Limited institutional capacity for mentoring and support towards accreditation

	
	Accreditation and selection done by purchasers
	· More realistic and feasible accreditation process, based on purchaser knowledge
· Limited administrative costs 
	· No purchaser – provider split, with high potential for misuse and inefficiency in resource use

	
	Accreditation and selection done by an independent entity (e.g. KNAS)
	· Faster accreditation process as there is a dedicated team
	· High administrative costs to set up capacity of independent entity
· Limited institutional capacity for mentoring and support towards accreditation

	Purchasing of services
	Purchasing done by pooling agent
	· Increased competition
· Increased efficiency in purchasing of  services 
	· Low portability of benefits across regions and pools
· Differences in quality of benefit offerings
· Double dipping of benefits
· High administrative costs for all independent individual purchasers 

	
	Purchasing done by single independent agent
	· Low administrative costs
· Higher bargaining power in the purchase of benefits 
	· Technically and allocatively inefficient 
· Red-tape-bureaucracies are introduced
· Quality of services is compromised
· Reduces dynamism in service delivery 

	
	Purchasing done by multiple independent agents
	· Increased efficiencies
· Improved quality of care
· Expanded benefits
· Enhanced Portability 
	· High administrative costs
· Enforcement of regulations 



4.3.3 [bookmark: _Toc490053645]Strategic thrust
The purchasing mechanisms offer varied options in how to proceed.
Identification of the essential package
With regard to identification of essential packages, there are multiple intricacies involved in 
i) Apportioning of essential services to be provided from each fund;
ii) Planning for expansion of provision of the essential services allocated to each fund
iii) Costing of the essential services
Each of these processes involves trade off’s between technical and political exigencies. It is therefore agreed that the MOH shall be responsible for defining the essential packages as it is best placed to coordinate and manage these above issues. This it shall do in consultation with stakeholders – especially county governments – to ensure the defined packages are appropriate. The essential packages shall be sub sets of the overall Kenya Essential Package for Health, and shall include packages for:
· Preventive / promotive services provided by national level (N-EHP)
· Preventive / promotive services provided by counties (C-EHP)
· Curative / rehabilitative services provided through the SHIF (S-EHP)
· Curative / rehabilitative services provided through facility insurance mechanisms (F-EHP)
· Curative / rehabilitative services provided through community based health insurance mechanisms (Cb-EHP)
· Curative / rehabilitative services provided through private insurance mechanisms (P-EHP)
KEPH = N-EPH + C-EPH + S-EPH + F-EPH + Cb-EPH + P=EPH




The specific essential packages shall aim to limit overlap – unless it is needed for complementing geographical, or specific age group coverage. A specific service may therefore be reflected in different packages, as long as the overlap is qualified (geographical, or age group specialization).
Together, the KEPH will therefore form the Country’s UHC Essential Health Package (UHC-EHP). This UHC-EPH will be regularly revised to reflect changes in the burden of disease, epidemiological patterns, cost effectiveness of interventions, health equity, and availability of resources using explicit evidence-based criteria. It shall be aligned to SDGs – ensuring coverage of critical health interventions in other SDGs are also planned for. The UHC-EPH will be published in the Kenya Gazette every two years and the public will continuously be sensitized to their entitlements.
In determining the respective essential packages that constitute the KEPH/UHC-EHP, MOH can be supported by advice from an independent expert body (or health benefits expert committee), which should include but not limited to epidemiologists, health economists, health professional and para-professionals, statisticians, health insurers, consumer organizations and experts in health technology assessment to examine the medical, economic, social and ethical implications of use of health technology will also inform the review of the EPH.
The table overleaf outlines the categorization of KEPH services to be used for purposes of constituting the initial UHC-EPH
[bookmark: _Toc490049614]Table 19: Categorization of KEPH services across the initial UHC-EHP
	Categorization
	Indicative health interventions
	Priority for health impact
	Complexity for service delivery
	Primary financing source

	1A: Public health services, community based
	Health promotion, food safety and hygiene, water safety, environmental sanitation, vector control
	High
	Basic
	National / county health fund

	1B: Public health services, health institution based
	Immunization, family planning, nutrition programmes, disease screening programmes, communicable disease control programmes (HIV/AIDS, TB, Malaria, Childhood diarrhea etc.)
	High
	Basic
	National / county health fund

	2A: Clinical services, primary health care
	Maternal and newborn care, management of common illnesses and conditions; including HIV/AIDS,TB and Malaria (primary care consultations), emergency treatment
	High
	Basic
	SHIF

	2B – 1:  Clinical services, secondary health care (Hospital based services)
	Emergency treatment (first contacts and referrals from primary care)
	High
	Medium and high)
	SHIF / FIF / PIF / CbIF

	2B – 2: Clinical services, secondary health care (Hospital based services)
	Management of common illnesses and conditions (referrals from primary care)
	High
	Medium and high
	SHIF / FIF / PIF / CbIF

	2B – 3: Clinical services, secondary health services (Hospital based services)
	Other conditions (referrals from primary care)
	Medium and low
	Medium and high
	SHIF / FIF / PIF / CbIF

	2C – 1: Clinical services, specialized / tertiary care
	Emergency treatment (first contacts and referrals from primary and secondary care)
	Medium and high
	Medium and high
	SHIF / FIF / PIF / CbIF

	2C – 2: Clinical services, specialized / tertiary care
	Essential referral from secondary care
	Medium and low
	High
	SHIF / FIF / PIF / CbIF

	2C – 3: Clinical services, specialized / tertiary
	Other conditions (referrals from primary or secondary care)
	Medium and low
	High
	SHIF / FIF / PIF / CbIF

	3: Rehabilitative services
	Long term and palliative care
	Medium and low
	Medium and basic
	SHIF / FIF / PIF / CbIF



On elaboration of the Essential Packages, the sector shall define the benefits members are eligible for under each of the services. Potential benefits include:
· Emergency services (mandatory for all KEPH UHC-EPH service packages)
· Facility based general outpatient services
· Inpatient services – medical and surgical
· Laboratory services
· Imaging investigative services
· Operative services
· Specialized care
· Maternity services (Ante, peri and post natal services)
· Palliative services
· Home / community based services
Selection and accreditation of providers
Currently, there is no overarching accreditation process, with the NHIF carrying out accreditation for qualifying facilities based on a limited set of criteria. The function shall be carried out by the MOH department responsible for standards and regulations. Engagement with the Kenya National Accreditation Service (KENAS) shall be made to ensure accreditation standards are aligned with the overall government accreditation standards, and the MOH department responsible for standards given a status as a conformity assessment body of KENAS.
A National Accreditation Framework shall be defined, which will define the accreditation content and process from licensure to full accreditation. A comprehensive accreditation process involving regulatory and licensure bodies shall be agreed with respective stakeholders, in line with the framework. Accreditation levels and status shall be gazetted every year, taking into consideration improvements that specific facilities have attained during the year. The accreditation process shall recognize the fact that attainment of full accreditation is a stepwise process, and so shall define levels and implications for each level attained by facilities. Provider reimbursement shall be dependent on the level of accreditation attained, with full reimbursement only for those at full accreditation. No facility shall be reimbursed if it cannot attain licensure requirements. 
In addition, the department shall be responsible for defining investment norms (HRH, infrastructure, commodities) and standards (governance, service delivery) needed to delivery an acceptable level of quality of services. It shall also lead the updating and revision of the KQMH with each 5 year national health strategy, to ensure it covers comprehensive needs for accreditation and quality expectations for all forms of facilities – from primary care to tertiary care.
[bookmark: _Toc490049594]Figure 24: Stepwise process towards full accreditation

Purchasing services
Finally looking at the purchasing of services, a number of separate purchasing entities shall be employed, depending on the funding mechanism and service being provided. Purchasing entities shall be independent of the providing institutions, to ensure an effective purchaser-provider split. These purchasing entities include the following:
· National / county governments: Purchasing entities for population based preventive and promotive services. Funding to these entities shall primarily come from national and county health funds.
· Primary care networks (PCNs): Purchasing entities for outpatient curative and rehabilitative services provided through private clinics, and OPD services in all levels of facilities. Each PCN shall purchase services for up to 40 service providing units. They shall provide and coordinate outpatient service provision, including referral across facilities in their network. They shall be expected to ensure continuous quality improvement including provision of continuous professional development for health workers within their network. Competition shall be ensured amongst PCNs by comparing and reviewing contracts, and ensuring regular review of their qualification. Funding for the PCNs shall come from SHIF, CBHIF, PHIF, and FIFs
· Social Health Insurance Fund Agents (SHIFAs): Purchasing entities for in patient curative and rehabilitative services. SHIFAs will be third party claims review and payment agencies contracted by the SHIF; and will primarily be responsible for provider contracting, claims management and payments to service providers. In addition, SHIFA will act as agents for SHIF for purposes of recruitment of new members. A legal framework for establishing the SHIFA, contractual arrangements between the SHIF and SHIFAs and operational guidelines will be developed.
[bookmark: _Toc490049595]Figure 25: Scope for purchasing mechanisms FUND MANAGERS
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4.3.4 [bookmark: _Toc490053646]Targets and key interventions
The interventions will focus on putting in place the required mechanisms needed to attain effective purchasing mechanisms for health in a manner that ensures efficiency in resource management. The interventions for the strategy will focus on achieving the following targets below:
a) Ensure universal equitable access to the defined Essential Package for Health
b) Put in place a fully functional national accreditation system
c) Establish country-wide results based, and incentive driven provider remuneration mechanisms
Key interventions for each are outlined in the table below.

[bookmark: _Toc490049615]Table 20: Targets and key interventions for improving purchasing of essential services
	Mechanism
	Key interventions

	Identification of essential services
	Target 3.1: Ensure universal equitable access to the defined Kenya Essential Package for Health

	
	Biannually review and gazette the KEPH UHC-EHP and its component packages

	
	Biannually cost the KEPH and its component packages

	
	Informed by costs and budget, biannual review the range of benefits for the agreed KEPH UHC-EHP services and its component packages

	
	Annually review, as part of sector monitoring process, changes in access to the KEPH and its component packages

	Selection & accreditation of providers
	Target 3.2:  Put in place a functional National Accreditation System

	
	KENAS recognition of MOH (Department responsible for standards) as a conformity assessment body

	
	Develop a government position paper outlining scope and expectations of accreditation for health providers

	
	Put in place a comprehensive national accreditation framework informed by the position paper

	
	Review the KQMH for each 5 year health strategy

	
	Development and implementation of quality improvement plans for all purchasing entities

	
	Biannually review norms and standards for service delivery based on KQMH

	
	Put in place system for regulatory bodies to coordinate licensure and accreditation processes based on KQMH and the accreditation framework

	Purchasing of services
	Target 3.3: Establish country-wide results based and incentive driven provider remuneration mechanisms

	
	Define legal framework and regulations guiding establishment and functioning of PCNs and SHIFAs

	
	Review and provide guidance for MOH and County health teams requirements as purchasing entities

	
	Put in place a comprehensive framework for monitoring and appraising performance of purchasing entities

	
	Review and provide guidance on efficient and equitable provider payment mechanisms for the different EHPs and pooling mechanisms

	
	Define a legal framework / regulations guiding agreed provider payment mechanisms



4.3.5 [bookmark: _Toc490053647]Progress indicators
The health sector will monitor progress it is making towards appropriate purchasing of services through a set of indicators and targets, as shown in the table below.

[bookmark: _Toc490049616]Table 21: Progress indicators for purchasing of essential services
	Purchasing mechanism
	Indicators
	Target

	
	
	2017
	2017-2022
	2022-2027
	2027-2030

	Identification of essential services
	Population with access to full range of the essential package services they are entitled to
	
	50%
	60%
	80%

	
	Mean Availability and scope of provision of KEPH services (SARAM 2016)
	55
	65
	75
	85

	
	Bed population ratio/10,000 population
	14
	16
	18
	20

	
	KEPH Coverage *(Proportion of public expenditure as a % of total health expenditure)
	35%
	40%
	75%
	85%

	
	% of benefits for essential package enjoyed by beneficiaries
	
	30%
	60%
	100%

	Selection and accreditation of providers
	% improvement in quality of care
	
	5%
	20%
	50%

	
	% of licensed providers having full accreditation
	
	20%
	50%
	80%

	
	Proportion of provider accredited for EPH (*NHIF accredited facilities)
	21%
	100%
	100%
	100%

	
	Percentage of facilities with standard precautions for infection prevention items available (SARAM 2016)
	87
	90
	95
	100

	
	Percentage of facilities with essential medicines items available (SARAM 2016)
	69
	75
	85
	95

	
	% of licensed providers adhering to norms for service delivery
	
	15%
	40%
	80%

	Purchasing of services
	% of health funds used for line item purchasing
	
	90%
	60%
	50%

	
	% of outpatient entities registered and purchasing services through a PCN
	
	-
	60%
	100%

	
	% of facilities purchasing services through a SHIFA
	
	-
	60%
	100%




[bookmark: _Toc490053648]CHAPTER 5: IMPLEMENTATION STRATEGY 
5.1 [bookmark: _Toc490053649]Governance and management of health financing system
[bookmark: _Toc454271035]The institutional, legal and regulatory arrangements for the establishment of Social Health Insurance Fund (SHIF) as a single financial risk pool for the country’s movement towards UHC are critical. 
Strategic approaches to strengthen health financing governance
1) Developing a legal and regulatory framework to guide the implementation of health financing reforms
2) Strengthening UHC leadership
3) Improving transparency and accountability in health financing and delivery at all levels






Equally important are adequate governance and coordination structures at both levels of government to be established in support of implementation of this strategy. 
5.1.1 [bookmark: _Toc454271072][bookmark: _Toc458010140][bookmark: _Toc490053650]Institutional arrangements for KHFS implementation
This section describes the roles and responsibilities of the various actors and stakeholders identified to implement this KHFS 2016 – 2030. .
The National Treasury: The NT is responsible for budgetary allocations to the health sector with related financial management oversight.  
Kenya Revenue Authority (KRA): KRA is mandated to collect government revenues / taxes. This provides a competitive advantage to collect and remit other forms of taxes, including earmarked taxes such as mandatory insurance contributions.
Ministry of Health: The MoH is responsible for ensuring adequate policy, legal and regulatory environment for Universal Health Coverage. This leadership role will be crucial in the implementation of the KHFS 2016 – 2030. 
County Governments: Operate a network of public health facilities in the counties (county health facilities). In this capacity, county governments will ensure optimum operations of county health facilities by providing inputs critical for quality service delivery, including infrastructure, human resources for health, medicines and medical supplies through budgetary allocations. In addition, county governments will directly purchase and provide population based preventive and promotive health services. 
Ministry of Labour, Social Security and Services: The Ministry is the custodian of the Social Protection Policy. In addition, the Social Protection Secretariat of the Ministry maintains a database for beneficiaries of government subsidies.  
Pension Funds: These are administrators of pension schemes for wage earners targeted to contribute to mandatory health insurance.  
Social Health Insurance Fund (SHIF): The SHIF will be the single risk pooling fund for KEPH services.  The SHIF will be responsible for registering beneficiaries. SHIF will provide administrative oversight for SHIFA.
Social Health Insurance Fund Agents (SHIFA): The SHIFA are semi-autonomous decentralized operational units of SHIF responsible for mobilizing insurance contributors, contracting providers, processing and paying out claims from providers.
The National Accreditation Agency: The NAA is an independent body to accredit PCNs and hospitals to provide health services, including the EPH to be purchased by SHIF. 
Primary Care Networks: The PCNs will be the first point of contact for services provision. The PCNs will ensure that services provided to the population are available and are of high quality, as stipulated in the contract with SHIF.  
Hospitals: Hospitals will provide secondary and tertiary care to patients referred through PCNs. They will enforce the gate keeping function and ensure that only those patients with referral documents are attended to, except for emergency cases, which will be clearly defined. Any individual who by passes the referral system will be required to pay the full cost of care out-of-pocket, regardless of their SHIF membership status. 
Primary care facilities (Health centres / dispensaries): These shall provide primary care to clients as part of a PCN network.
Donors: Donors will provide additional technical and financial support for health systems strengthening both in short and medium term. 
Civil Society Organizations and communities: Participate in the health system governance and management to ensure adequate responsiveness.to the health needs of the population. In addition, CSOs will be major players for enhancing consumerism in the health service delivery system.
[bookmark: _Toc490049617]Table 22: Key stakeholders’ roles and responsibilities
	Stakeholder
	Roles and responsibilities

	National Treasury
	Budgetary allocations, including subsidies 
Public financial management standards and oversight
Collection of taxes, including earmarked taxes through KRA

	Ministry of Health
	Health sector leadership (Visioning, policy, norms and standards and regulations)
Capacity building
Monitoring and evaluation
Resource mobilization

	County governments
	Resource (budgetary) allocations 
Construction, operation and maintenance of county health facilities
Provision of county health services
Community health services

	Health Benefits Expert Committee 
	Periodical review of EPH, preferably every two years.

	Service providers (PCNs and hospitals)
	Provide quality services to registered SHIF members

	National Quality Standards and Accrediting Body
	Accrediting health service providers including PCNs and hospitals

	Insurance Regulatory Authority
	Regulate SHIF and private health insurance

	SHIF
	Register  members
Universal coverage risk pool
Single purchaser through agents,  SHIFA

	Private Health Insurance, including Micro health insurance
	Provide complementary health insurance cover to those who can afford to pay

	Donors
	Technical support
Financial support



Specific strategies include:
(a) Developing a legal and regulatory framework to guide the implementation of health financing reforms
Institutions and organizations to be established for the purpose of implementing this health financing strategy will require clear legal and regulatory framework. Some of the legal requirements include establishment of mandatory social health insurance; EPH entitlements; contracting arrangements and accreditation of providers. Specifically, an effective legal framework for the major health financing functions required will include: 
· Elaboration on the role of county and national governments in financing EPH.
· The framework for review and gazettement of EPH entitlements.
· Establishing SHIF, SHIFAs, and provider networks. 
· Establishing the accreditation system
· Strengthening of the regulation of health insurance

(b) Strengthening UHC leadership
Strengthening UHC leadership will require anchoring the UHC agenda within the structures of the MoH and County governments. This requires clear linkage with the vision 2030 goals, Kenya Health Policy, Medium Term Plans and MTEF. To achieve this following are necessary:
i. Mainstreaming the UHC agenda in the functions of the Ministry of Health
The UHC agenda represents the focus of the government health agenda, as defined in the Kenya Health Policy, and Health sector strategic plans. However, many programs of government are not yet aligned in their functioning to the UHC needs. Technical capacity building will be required in policy analysis, modelling, actuarial analysis and policy advocacy, among others to ensure UHC is well mainstreamed.
ii. Strengthening coordination between all stakeholders at national and county levels to ensure effective management of the health agenda 
This provides an enabling environment to achieve synergy and harmony among stakeholders in the health sector to contribute to improvement of health of the population. Effective coordination will ensure Government ownership as well as harmonization and alignment of donor support to health sector priorities.
(c) Prioritizing UHC activities within the MTEF process
This will be achieved through the various resource tracking and cost analysis initiatives including National Health Accounts (NHA), Public Expenditure Tracking Survey (PETS) and Public Expenditure Reviews (PER) This will enable the management to be sensitized on  policy utility.
(d) Improving transparency and accountability in health financing systems and delivery at all levels
There will be several structures to promote transparency and accountability at all levels of the system: 
· Social Health Insurance Fund (SHIF): The SHIF will be governed through an independent supervisory board supported by a competent management. The composition of the supervisory board will clearly be spelt out in law and will be aligned to the relevant aspects of the Kenya constitution. The SHIF will operate an independent 24 hour hotline where all grievances will be registered and analysed independently.
· Social Health Insurance Fund Agents (SHIFA):  SHIFA will be the decentralized claim management agents for SHIF. Operations of SHIFA will be overseen by committees with representatives from stakeholders, including providers and consumers of health services. Membership to the SHIFA committees will be defined by law.
· Primary Care Networks: All PCNs will have an oversight committee with representation from county governments, SHIF, service providers and users. Health facility management committees will be the governance structure for public primary care facilities. Membership to such committees shall include community members. 
· Hospital service providers: Hospitals will be self-governed institutions with appropriate operational autonomy. Public hospitals will be governed by boards. The composition of the boards will be clearly defined. Communities will play an active role in the selection of board members to ensure that they represent the diverse views of the populations they serve.  Legislation will be developed to ensure that public hospitals have sufficient mandates to operate effectively. In addition to boards, there will be clear mechanisms to enhance social accountability. 
· Consumer engagement and stakeholder consultations: Consumer satisfaction surveys will be conducted annually by independent firms at the initial stages of implementation to solicit the views of the population on their interaction with service providers and the health financing system. The frequency of these surveys will reduce as the implementation progresses. A forum to discuss these findings at the county level will be held each year, where service users, providers and purchasers will be invited to listen, deliberate and make recommendations on areas for improvements. These county annual forums will also serve as avenues for PCN committees, hospitals, SHIF and SHIFA staff to interact and collectively address concerns and issues from clients.
5.1.2 [bookmark: _Toc458010138][bookmark: _Toc454271069][bookmark: _Toc490053651]Implementation sequencing
This long term health financing strategy supports implementation of the Kenya Health Policy 2014 – 2030. Implementation will be phased to allow for adequate preparation, including developing the required legal and regulatory framework, strengthening service delivery systems and mobilization of adequate resources. Implementation will be sequenced in four phases linked to Medium Term Plan periods:
Phase I (2016-2017): This is the major preparatory phase that will focus on defining legal, regulatory and institutional arrangements required for implementation of the KHFS. In addition, adequate attention will also be given to the on-going health financing programmes including results-based financing for primary health care services, health insurance subsidy programmes for the poor and vulnerable, free maternal care programme and public-private partnerships. 
Phase II (2018-2022): This will be the major implementation phase for all strategies identified with a focus on increasing KEPH coverage.
Phase III (2023-2027): Focus will be on eventual realization of universal coverage of KEPH.
Phase IV (2028-2030): Consolidation phase for health financing system reforms.

5.1.3 [bookmark: _Toc458010139][bookmark: _Toc490053652]Implementation plan
The health financing strategy will be implemented in the four MTP periods starting 2017. The sequencing will allow time to mobilize resources required to implement the strategy. This will give MOH to mobilise funding to implement priority activities. Below is a matrix of activities and outputs needed to facilitate the implementation of the strategy.
[bookmark: _Toc490049618]Table 23: Outputs, activities and timelines to facilitate implementation of the health financing strategy
	Output (s)
	Activity (ies)
	2017
	2018-2022
	2023-2027
	2027-2030

	(a) Legal and regulatory framework to guide the implementation of health financing reforms developed
	Clarify the role of county and national governments in financing EPH.
	
	
	
	

	
	Develop framework for review and gazettement of the EPH entitlements.
	
	
	
	

	
	Establish SHIF, SHIFAs, and provider networks.
	
	
	
	

	
	Establish a national accreditation system
	
	
	
	

	
	Strengthen the regulation of health insurance
	
	
	
	

	(b)UHC leadership Strengthened
	Mainstream the UHC agenda in the functions of the Ministry of Health
	
	
	
	

	
	Operationalize sector partnerships coordination structures
	
	
	
	

	
	Prioritize UHC activities within the MTEF process
	
	
	
	

	(c) Improved capacity to implement the Kenya Health Financing Strategy
	Build capacity on Planning and budgeting
	
	
	
	

	
	M&E systems strengthening including operational research
	
	
	
	

	
	Strengthened Institutional and Governance structures for UHC
	
	
	
	

	
	Technical capacity for UHC (TA, Trainings and Mentorship)
	
	
	
	

	
	Advocacy and accountability systems
	
	
	
	

	(d)  Pubic financial management system in the health sector strengthened
	Align planning and budgeting
	
	
	
	

	
	Develop capacity in Performance Based Budgeting
	
	
	
	

	
	Strengthen capacity for resource tracking at all levels
	
	
	
	




5.1.4 [bookmark: _Toc490053653]Timelines for key interventions 
Attainment of the health financing strategy aspirations requires a number of key interventions to be implemented in time. The sequencing of the interventions are shown in the table below. 
[bookmark: _Toc490049619]Table 24: Sequencing of key interventions
	Purpose
	Output (s)
	Activity (ies)
	2017
	2017-2022
	2022-2027
	2027-2030

	Reduction of resource wastage in the health sector to below 20% of the total health expenditure by 2030.
	Defined priorities for improving health outcomes for UHC
	Review policies to guide investment in health
	
	
	
	

	
	
	Costing of KEPH
	
	
	
	

	
	
	Resource envelope mapping
	
	
	
	

	
	
	Prioritizing service delivery packages (EPH)
	
	
	
	

	
	
	Establish framework for periodic review of EPH
	
	
	
	

	(a) 
	Improved Efficiency in utilization of resources
	Estimate the  extent of inefficiencies in the health sector in Kenya
	
	
	
	

	
	
	Development and implementation of appropriate interventions to address major causes of inefficiencies
	
	
	
	

	
	
	Conduct periodic PETs
	
	
	
	

	Increase resources available for the health sector from US$ 67 to US$ 357 per capita by 2030.
	Increased investment on health 
	Update the health sector investment plan 
	
	
	
	

	(a) 
	
	Prepare operationalization guidelines for the health sector investment plan 
	
	
	
	

	(b) 
	Increased public spending on health 
	Develop a resource requirement projections for  EPH
	
	
	
	

	
	
	Conduct periodic NHAs 
	
	
	
	

	
	
	Conduct periodic PERs
	
	
	
	

	
	
	Prepare MTEF and health sector working group reports.
	
	
	
	

	
	Donor support harmonized and aligned
	Joint Planning and budgeting
	
	
	
	

	
	
	Joint Co-ordination 
	
	
	
	

	
	
	Joint Monitoring and Evaluation (including resource tracking)
	
	
	
	

	Increase the population covered in pre-payment and risk pooling schemes from 17% to 85% by 2030.
	Establishment of the Social Health Insurance Fund (SHIF) to cover all Kenyans
	Review the legal and regulatory framework for health insurance in Kenya
	
	
	
	

	(a) 
	
	Development of a legal framework for SHIF
	
	
	
	

	(b) 
	
	Enrollment of members to the SHIF
	
	
	
	

	(c) 
	Strengthened system for the poor and vulnerable
	Develop a consolidation framework for the public insurance schemes
	
	
	
	

	(d) 
	
	Develop a targeting tool for identifying the beneficiaries of government subsidies
	
	
	
	

	
	
	Phased consolidation of the public insurance schemes
	
	
	
	

	(e) 
	Affordable private health insurance products developed
	Provide incentives for private health insurance
	
	
	
	

	
	
	Promote micro-health insurance products
	
	
	
	

	
	
	Foster collaboration between private micro-health insurance and SHIF 
	
	
	
	

	Reform of the health care purchasing system from passive to strategic purchasing.
	Institutional arrangements for strategic purchasing defined
	Establish primary care networks in the country 
	
	
	
	

	
	
	Develop guidelines for direct purchasing of preventive and promotive health services
	
	
	
	

	
	
	Enforce an  appropriate gate-keeping mechanism between PCNs and Hospitals thorough copayments
	
	
	
	

	
	
	Develop payment mechanism for curative and rehabilitative services 
	
	
	
	

	
	
	Phased implementation of the appropriate provider payment mechanism
	
	
	
	

	
	Purchasing organizations (SHIFA) established
	Develop legal and regulatory framework for SHIFA 
	
	
	
	

	
	
	Develop and implement guidelines and contractual agreements between SHIFA and providers
	
	
	
	

	
	
	Develop operational guidelines
	
	
	
	

	
	Quality assurance systems established
	Review KQMH
	
	
	
	

	
	
	Establish provider accreditation system
	
	
	
	

	
	
	Establish an accreditation entity
	
	
	
	

	
	
	Capacity building for the accrediting entity
	
	
	
	

	
	Results based payment mechanisms designed and implemented
	Design and implement guidelines for population based preventive and promotive health services
	
	
	
	

	
	
	Design and implement guidelines for facility based  preventive and promotive health services 
	
	
	
	

	
	
	Design and implement guidelines for facility based curative and rehabilitative  health services
	
	
	
	


[bookmark: _Toc458010141]

5.2 [bookmark: _Toc490053654]Consolidated monitoring indicators 
An elaborate Monitoring and Evaluation (M&E) system will be required for effective implementation of KHFS activities. This framework therefore aims at providing the common platform for monitoring and evaluation of the health financing strategy to improve efficiency, enhance transparency and increase accountability, and shall be the basis for guiding implementation of plans by providing information on progress and results. 
Identification of indicators for monitoring and evaluating the implementation of the HFS has been done. The table below outlines the key features of the KHFS Results Framework, with detailed baseline data, and five yearly targets as well as the sources for these indicators.
[bookmark: _Toc490049620]Table 25: Consolidated indicators against health financing objectives
	Financing objective
	Area of focus
	Indicators
	Target

	
	
	
	2017
	2017-2022
	2022-2027
	2027-2030

	Revenue generation
	Government tax revenues
	Government spending on health as % of total government spending 
	6.8%
	8%
	11%
	13%

	
	
	Government spending on health as % of total government spending (Absolute KSh Billions)
	125
	229
	510
	826

	
	
	Government spending on health as % of Total Health Expenditure (THE)
	34%
	43%
	48%
	51%

	
	
	Public spending on health as percentage of GDP
	2.5%
	3%
	4%
	5%

	
	
	Public spending on health as percentage of GDP (Absolute values) KSh billions.
	174
	354
	658
	1,104

	
	
	Public per capita health spending (US$)
	27
	97
	201
	310

	
	
	Per capita spending on health (THE in $)
	67
	141
	245
	357

	
	Mandatory pre-payment revenues
	% of total health expenditure that is pooled (government and insurance)
	
	50
	75
	80

	
	
	% of population covered under mandatory prepayment schemes
	
	25
	60
	80

	
	
	% of population needing subsidies covered under mandatory insurance
	
	10
	60
	80

	
	Project / program revenues
	% of total health expenditure contributed to by donor projects / programs
	
	20
	10
	2

	
	Voluntary pre-payment revenues
	% of total health expenditure contributed to by voluntary pre-payment schemes
	
	10
	10
	10

	
	
	% of voluntary pre-payment revenues contributed into mandatory schemes
	
	2
	4
	8

	
	Out of pocket direct revenues
	Out of pocket expenditure as % of total health expenditure 
	
	25
	15
	10

	
	
	% of population incurring catastrophic health expenditures
	
	6
	4
	2

	Resource pooling and management
	Government programs and projects
	Proportion of national government funds for health ring fenced
	-
	40%
	80%
	100%

	
	
	Proportion of county government funds for health ring fenced
	-
	30%
	80%
	100%

	
	
	Share of counterfeit medicines in the market
	25%
	15%
	10%
	5%

	
	
	% of allocated funds reaching Primary health facilities
	38%
	20%
	10%
	0%

	
	
	% of staff absent from facilities (unsanctioned absenteeism)
	12%
	9%
	6%
	4%

	
	
	Rate of adherence to clinical guidelines (%)
	50%
	60%
	70%
	80%

	
	Mandatory social insurance mechanism 
	% of population enrolled in health insurance of any kind
	17
	50
	70
	85

	
	
	Population enrolled in health insurance of any kind
	7,710,069
	25,907,861
	41,439,244
	53,072,994 

	
	
	Revenue Contribution (Absolute Figures KSh)
	
	
	
	

	
	
	% of THE pooled (govt _ social)
	40
	60
	75
	83

	
	
	% of the indigent* population benefiting from subsidies 
	2
	2
	2
	2

	
	
	Out-of-pocket payment as % of CHE
	27
	25
	20
	15

	
	
	Proportion of the population with household expenditures on health exceeding 40% of their subsistence per capita total household consumption (%)
	6.2
	
	
	

	
	
	% of population impoverished due to health care
	6.25
	5.0
	4.0
	3.0


	
	Voluntary insurance mechanisms 
	Proportion of the Kenya population enrolled in a Voluntary Health Insurance mechanism (PHI, CBHI, or facility insurance)
	
	5%
	15%
	30%

	Purchasing of essential services
	Identification of essential services
	Population with access to full range of the essential package services they are entitled to
	
	50%
	60%
	80%

	
	
	Mean Availability and scope of provision of KEPH services (SARAM 2016)
	55
	65
	75
	85

	
	
	Bed population ratio/10,000 population
	14
	16
	18
	20

	
	
	KEPH Coverage *(Proportion of public expenditure as a % of total health expenditure)
	35%
	40%
	75%
	85%

	
	
	% of benefits for essential package enjoyed by beneficiaries
	
	30%
	60%
	100%

	
	Selection and accreditation of providers
	% improvement in quality of care
	
	5%
	20%
	50%

	
	
	% of licensed providers having full accreditation
	
	20%
	50%
	80%

	
	
	Proportion of provider accredited for EPH (*NHIF accredited facilities)
	21%
	100%
	100%
	100%

	
	
	Percentage of facilities with standard precautions for infection prevention items available (SARAM 2016)
	87
	90
	95
	100

	
	
	Percentage of facilities with essential medicines items available (SARAM 2016)
	69
	75
	85
	95

	
	
	% of licensed providers adhering to norms for service delivery
	
	15%
	40%
	80%

	
	Purchasing of services
	% of health funds used for line item purchasing
	
	90%
	60%
	50%

	
	
	% of outpatient entities registered and purchasing services through a PCN
	
	-
	60%
	100%

	
	
	% of facilities purchasing services through a SHIFA
	
	-
	60%
	100%



5.3 [bookmark: _Toc458010133][bookmark: _Toc490053655]Advocacy, and communication
The health financing strategy presents a significant reform in the organization and management of health finances, aimed at improving value for money for the people of Kenya. The large number of institutional reforms that need to be carried out call for a careful and pro-active approach to communication and sharing of information. In the absence of this, there will be a high possibility of misinterpretation and misunderstanding of the focus and rationale of the reforms, hampering their attainment.
A clear communication, advocacy and mobilization approach is needed to build the required coalitions and buy-in from all stakeholders, including the public. This needs to focus on:
I. Ensuring that all stakeholders are fully informed and understand their roles and responsibilities in the implementation of the health financing strategy
II. Strengthening the consultation with stakeholders as the aspirations of the strategy are unpackaged
The sector will elaborate a detailed communication plan, outlining the main communication focus for each of the stakeholders and required engagement focus and strategies. The plan will also outline the primary and secondary audiences and clearly spell out the communication goals and objectives for each stakeholder. The plan will among others identify:
· The key messages for communicating to the key stakeholders;
· The method by which the key messages are communicated to key stakeholders;
· The key messages to be communicated to the key stakeholders; 
· The actions required for implementation of the strategy and the communication roles;
· Resources needed to undertake the communication tasks;
· Communication risks; and 
· Methodology and time-frame for evaluating the effectiveness of communications.


5.4 [bookmark: _Toc490053656] Risk assessment and mitigation
The attainment of the strategy objectives is fraught with a number of risks, which if they happened would limit the sector attainment of its goals. An overview of these potential risks, plus their mitigation and contingency plans are summarized below.
[bookmark: _Toc490049621]Table 26: Risk mapping for the health financing strategy
	Risk
	Probability / Impact
	Mitigation
	Contingency

	Failure to set up required institutional structures (SHIF, SHIFA, PCNs, accreditation body)
	Medium/High
	Pro-active engagement at all levels of government on the rationale and benefits
	Review possibility of existing institutions carrying out the stated functions, guided by review of regulations

	No / inadequate revenue from government, particularly for insurance subsidies
	Medium / High
	Generation of evidence, and building the case for value of government subsidies
	Review of coverage targets for essential package

	Failure to attain required economic growth needed to afford resource increases
	Low / Medium
	Work closely with Ministry of planning to provide information on health priority needs
	Scale back on scope of activities at the midterm of the strategy 
Strengthen engagement with external partners

	Weak MOH stewardship of the implementation of the strategy
	Low / High
	Focus on identifying and building capacity of MOH that is needed for attaining the different strategy priorities
	Identify additional in country capacities in other institutions, to support MOH

	Ineffective coordination with counties leading to hampering of implementation of the strategy
	Low / High
	Strengthen direct engagement and communication with counties, at each stage of implementation to ensure collaboration
	Explore use of county structures to establish and run required institutions
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[bookmark: _Toc458010143][bookmark: _Toc490053658]Annex 1:  Summary of mechanisms, providers and beneficiaries
	Mechanism
	Provider
	What is covered
	Who is covered
	Beneficiary contribution
	Basis for entitlement

	
	
	PHS
	ODR
	GOP
	IPS
	SOP
	MCH
	OPER
	HD/IC
	INV
	
	
	

	National MOH
	L6 referrals
	✓
	✓
	
	
	
	
	
	
	
	All in need
	None
	Citizen / resident

	
	L5 referrals
	
	✓
	
	
	
	
	
	
	
	All in need
	None
	Citizen / resident

	
	L4 referrals
	
	✓
	
	
	
	
	
	
	
	All in need
	None
	Citizen / resident

	
	L2/3 primary care
	
	✓
	
	
	
	
	
	
	
	All in need
	None
	Citizen / resident

	
	L1 H/ promotion
	
	✓
	
	
	
	
	
	
	
	All in need
	None
	Citizen / resident

	County government 
	L6 referrals
	
	
	
	
	
	
	
	
	
	
	
	

	
	L5 referrals
	✓
	✓
	
	
	
	
	
	
	
	All in need
	None
	Citizen / resident

	
	L4 referrals
	✓
	✓
	
	
	
	
	
	
	
	All in need
	None
	Citizen / resident

	
	L2/3 primary care
	✓
	✓
	
	
	
	
	
	
	
	All in need
	None
	Citizen / resident

	
	L1 H/ promotion
	✓
	✓
	
	
	
	
	
	
	
	All in need
	None
	Citizen / resident

	Autonomous public agency 
	L6 referrals
	
	
	
	✓
	✓
	
	✓
	✓
	✓
	Referred clients
	SHI contributions
	SHI Contributor

	
	L5 referrals
	
	
	
	✓
	✓
	
	✓
	✓
	✓
	Referred clients
	SHI contributions
	SHI Contributor

	
	L4 referrals
	
	
	✓
	✓
	✓
	✓
	✓
	
	✓
	All in need
	SHI contributions
	SHI Contributor

	
	L2/3 primary care
	
	
	✓
	✓
	
	✓
	
	
	✓
	All in need
	SHI contributions
	SHI Contributor

	
	L1 H/ promotion
	
	
	
	
	
	
	
	
	
	
	
	

	Private insurance agencies
	L6 referrals
	
	
	✓
	✓
	✓
	✓
	✓
	✓
	✓
	Recognized beneficiary
	Fee for service
	PHI contributor

	
	L5 referrals
	
	
	✓
	✓
	✓
	✓
	✓
	✓
	✓
	Recognized beneficiary
	Fee for service
	PHI contributor

	
	L4 referrals
	
	
	✓
	✓
	✓
	✓
	✓
	✓
	✓
	Recognized beneficiary
	Fee for service
	PHI contributor

	
	L2/3 primary care
	
	
	✓
	✓
	✓
	✓
	
	✓
	✓
	Recognized beneficiary
	Fee for service
	PHI contributor

	
	L1 H/ promotion
	✓
	
	
	
	
	
	
	
	
	
	
	

	Community insurance groups
	L6 referrals
	
	
	
	
	
	
	
	
	
	
	
	

	
	L5 referrals
	
	
	✓
	✓
	✓
	✓
	✓
	
	✓
	Recognized beneficiary
	Fee for service
	CBI contributions

	
	L4 referrals
	
	
	✓
	✓
	✓
	✓
	✓
	
	✓
	Recognized beneficiary
	Fee for service
	CBI contributions

	
	L2/3 primary care
	
	
	✓
	✓
	
	✓
	
	
	✓
	Recognized beneficiary
	None
	CBI contributions

	
	L1 H/ promotion
	✓
	
	
	
	
	
	
	
	
	
	
	

	Health facilities
	L6 referrals
	
	
	
	
	
	
	
	
	
	
	
	

	
	L5 referrals
	✓
	
	✓
	✓
	✓
	✓
	✓
	✓
	✓
	Recognized beneficiary
	User charge
	PHI contributor

	
	L4 referrals
	✓
	
	✓
	✓
	✓
	✓
	✓
	✓
	✓
	Recognized beneficiary
	User charge
	PHI contributor

	
	L2/3 primary care
	✓
	
	✓
	✓
	
	✓
	
	
	✓
	Recognized beneficiary
	User charge
	PHI contributor

	
	L1 H/ promotion
	✓
	
	
	
	
	
	
	
	
	Recognized beneficiary
	User charge
	PHI contributor


[bookmark: _Toc458010145]

[bookmark: _Toc490053659]Annex II: Potential EPH health interventions (costed in WHO normative approach)
	Interventions
	Program area

	Communication and behavior change
	

	Condom promotion and distribution
	

	Control of tobacco use
	

	Counseling for improved complementary feeding
	

	Counseling for promotion of exclusive and continued breast feeding
	

	Family planning interventions: oral contraceptives, injectable, condom-male and female, intrauterine devices (IUDs), implants, sterilization (male and female)
	

	Harm reduction among intravenous drug users
	HIV

	HIV prevention: mass media
	HIV

	HIV prevention among female sex workers
	HIV

	HIV prevention among male sex workers
	HIV

	Male circumcision 
	HIV

	Post-exposure prophylaxis
	HIV

	Voluntary counseling and testing
	HIV

	Social marketing
	HIV

	STI management
	HIV

	Immunizations (all routine immunizations including BCG, DPT, OPV, Hid, pneumococcus, 2-dose measles, hepatitis B, yellow fever, rubella, rotavirus, etc.)
	Immunizations

	Long-lasting insecticides mosquito nets and other malaria vector control intervention
	Malaria, children under 5, maternal health (people living in endemic areas)

	Intermittent preventive malaria therapy
	Malaria, Maternal health

	Newborn care, routine (immediate postnatal care ,breastfeeding support, resuscitation, small baby care and kangaroo mother care, care for minor problems, presumptive sepsis care, eye prophylaxis, presumptive treatment for syphilis, pre-referral care for seriously ill neonate)
	Neonatal health

	Postnatal care
	Neonatal health

	Postpartum administration of anti-D immunoglobulin to rhesus negative women with a rhesus positive foetus
	Maternal health

	Postpartum care in the maternity ward, routine (examination of the mother, information and counseling, recording and reporting, administration of iron and folate supplements, administration of vitamin A supplements)
	Maternal health

	Postpartum care, follow-up visit (postpartum examination of the mother, information and counseling on home care, care seeking, counseling on family planning methods)
	Maternal health

	Postpartum counseling on family planning (counseling on family planning methods, voluntary tubal ligation (female sterilization), intrauterine device, combined oral contraceptives, combined injectables)
	Maternal health

	Prevention and control of malaria epidemics
	Malaria

	Prevention of mother-to-child transmission of HIV by antiretroviral prophylaxis and infant feeding counseling
	Children U5, maternal health, HIV

	Salt reduction in processed foods
	Chronic diseases

	Screening all pregnant women for blood group isoimmunization
	Maternal health

	Vitamin A supplementation to children under five, routine
	Children U5

	
	

	Antibiotic treatment for dysentery
	Children U5

	Antiretroviral therapy
	HIV

	Antiretroviral therapy and co-trimoxazole therapy for HIV+ TB patients
	TB/HIV

	Basic care package for HIV+ people
	

	Case management for diarrhea
	Children U5

	Case management for malaria
	Children U5

	Case management for pneumonia
	Children U5

	Case management for severe malnutrition
	Children U5

	Case management of neonatal infection
	Children U5

	Co-trimoxazole preventive therapy for HIV+ TB patients
	TB/HIV

	Diagnostic testing (HIV)
	HIV

	HIV care and support in TB patients
	TB/HIV

	HIV surveillance in TB patients tested
	TB/HIV

	HIV testing and counseling of TB patients
	TB/HIV

	Home-based care for people living with HIV/AIDS
	HIV

	Isoniazid preventive therapy, following tuberculin skin test
	TB/HIV

	Isoniazid preventive therapy, no tuberculin skin test
	TB/HIV

	Management of breathing difficulty
	Neonatal health

	Management of congenital syphilis
	Neonatal health

	Management of convulsions
	Neonatal health

	Management of mastitis
	Maternal health

	Management of neonatal tetanus
	Neonatal health

	Management of postpartum depression
	Maternal health

	Management of severe hypothermia
	Neonatal health

	Management of severe jaundice
	Neonatal health

	Multidrug-resistant tuberculosis treatment
	TB

	Nutritional support
	HIV

	Palliative care for people living with HIV/AIDS
	HIV

	Prophylaxis for opportunistic infections
	HIV

	Regular deworming
	Children U5

	Routine offer of counseling and testing
	HIV

	Safe abortions/management of abortion complications (where legal)
	Neonatal health

	Sepsis management
	Neonatal health

	Severe and complicated malaria, case management
	Malaria

	Special general care for seriously ill neonate
	Neonatal health

	Supporting breastfeeding (maternal stay for baby care)
	Neonatal health

	TB smear positive/ negative/ extrapulmonary treatment
	TB

	TB screening among people living with HIV/AIDS
	TB/HIV

	Treatment of bacterial vaginosis or trichomoniasis infection in pregnancy
	Maternal health

	Treatment of chlamydia in pregnancy
	Maternal health

	Treatment of chronic diseases including asthma, cardiovascular
disease, mental illness and neglected tropical diseases and
symptomatic treatment
	Chronic disease

	Treatment of complications during childbirth (ultrasound,
promote foetal maturation before preterm delivery, management of pre-labor rupture of membranes or infection, management of antepartum hemorrhage, management of puerperal sepsis, management of obstructed labor, management of prolonged labor, management of foetal distress, episiotomy, avoid breech presentation at birth (with external cephalic version), vaginal breech delivery, craniotomy or embryotomy, management of postpartum hemorrhage, management of perineal infection, repair of vaginal or perineal tear, repair of cervical tear, symphysiotomy)
	Maternal health

	Treatment of eclampsia
	Maternal health

	Treatment of gonorrhoea in pregnancy
	Maternal health

	Treatment of hookworm infection (antenatal care)
	Maternal health

	Treatment of lower urinary tract infection
	

	Treatment of measles and measles complications
	

	Treatment of moderate anaemia in pregnancy
	

	Treatment of opportunistic infections
	

	Treatment of severe anaemia
	

	Treatment of severe hypertension in pregnancy
	

	Treatment of severe pre-eclampsia
	

	Treatment of syphilis in pregnancy
	

	Treatment of upper urinary tract infection
	

	Treatment of upper urinary tract infection in pregnancy
	

	Treatment of vaginal candida infection in pregnancy
	

	Very small baby care and kangaroo mother care
	

	Antenatal care, routine (assessment of maternal and foetal
well-being, information and counseling, recording and
reporting, screening for hypertensive disorders of pregnancy
(pre-eclampsia), screening for anaemia, prevention of anaemia,
specialist care for pregnant women with diabetes, syphilis testing,
tetanus toxoid immunization)
	

	Childbirth care, routine (initial assessment and recognition of
delivery complications, surveillance and regular monitoring of
labour and delivery, social support throughout labour and delivery,
prevention and control of infections, assistance during childbirth,
active management of the third stage of labour, care and support
for the mother)
	


Source: Adopted from the taskforce on innovative international financing for health


ADEQUACY OF RESOURCES MOBILIZED


EFFICIENCY IN RESOURCE ALLOCATION AND USE


EQUITY IN RESOURCE DISTRIBUTION


Resource base appropriate for delivery of essential services


Increased domestic resources for health that improve predictiability and sustainability


Value for money for available resources


Efficient allocation and use of resources, with minimal wastage and leakage


External resources rationally allocated for high impact interventions.


Fairness in mobilization, and allocation of resources


Financial risk protection for all Kenyans


Fairness in the distribution of Health Sector resources


Value based health care delivery and incentivized financing.


Effective governance, accountability and transparency 


All essential services with adequate financing


Targeted external resources that are predictable and guided to specific intervenitons best financed through these funds


Effective safety nets for the poor and vulnerable









COLLECTION:
Resource generation


MANAGEMENT:
Resource allocation


USE:
Resource utilization





Which essential services


Who provides the services


How is the provider remunerated



LICENSURE


LEVEL 1 ACCREDITATION
(partial reimbursement)


LEVEL 2 ACCREDITATION
(partial reimbursement)


LEVEL 3 ACCREDITATION
(partial reimbursement)


FULL ACCREDITATION
(full reimbursement)




Male	0 - 4	5 - 9	10 - 14	15 - 19	20 - 24	25 - 29	30 - 34	35 - 39	40 - 44	45 - 49	50 - 54	55 - 59	60 - 64	65 - 69	70 - 74	75 - 79	80+	Age NS	0.1563342746405906	0.1475928200546277	0.13366255640627167	0.11065039194041743	9.1395536725936824E-2	7.9672754787323233E-2	6.5496300682278422E-2	5.2331025030769897E-2	3.8744073322968843E-2	3.3100293875854774E-2	2.4923644485766231E-2	1.8729544699277186E-2	1.5380885554106723E-2	9.5428631392602235E-3	8.3522913010933772E-3	5.2016787010814355E-3	8.2910172318730619E-3	5.980474205023661E-4	Gap	0 - 4	5 - 9	10 - 14	15 - 19	20 - 24	25 - 29	30 - 34	35 - 39	40 - 44	45 - 49	50 - 54	55 - 59	60 - 64	65 - 69	70 - 74	75 - 79	80+	Age NS	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	-0.06	Female	0 - 4	5 - 9	10 - 14	15 - 19	20 - 24	25 - 29	30 - 34	35 - 39	40 - 44	45 - 49	50 - 54	55 - 59	60 - 64	65 - 69	70 - 74	75 - 79	80+	Age NS	-0.15135037787034769	-0.14239872314033647	-0.12718034360408081	-0.10536244905984708	-0.10408052183893211	-8.6112940919336287E-2	-6.5016709806995587E-2	-5.1719521616402489E-2	-3.7727295270037722E-2	-3.282937745417968E-2	-2.4609583070320754E-2	-1.8152927861106082E-2	-1.5376792204242751E-2	-1.0691928096922597E-2	-9.2184224868945182E-3	-6.1117111096771343E-3	-1.1565566750931974E-2	-4.9480783940828235E-4	Age Group (s)

Population



Real GDP (% change)	
2010	2011	2012	2013	2014	2015	2016	2017	8.9	6.1	4.5999999999999996	5.7	5.3	5.6	6	5.3	Consumer Price Index (% change)	
2010	2011	2012	2013	2014	2015	2016	2017	4.3	14	9.4	5.7	6.9	6.6	6.3	6.5	



Under 5 mortality rate	1993	1998	2003	2008	2014	105	110	115	74	52	Infant mortality rate	1993	1998	2003	2008	2014	62	74	77	52	39	Neonatal mortality rate	1993	1998	2003	2008	2014	26	28	33	31	14	Maternal Mortality Ratio	1993	1998	2003	2008	2014	365	590	414	488	350	IMR, U5MR, NMR
% of the Population Reporting Being Ill and Not Seeking Treatment	Homa Bay	Migori	Kisii	Nyamira	Turkana	West Pokot	Samburu	Trans-Nzoia	Baringo	Uasin-Gishu	Elgeyo-Marakwet	Nandi	Laikipia	Nakuru	Narok	Kajiado	Kericho	Bomet	Kakamega	Vihiga	Bungoma	Busia	Overall	11.2	7.3	17.899999999999999	5.4	13.9	13.4	40.4	33.9	12	8.1999999999999993	7.2	5.6	18	27.1	10.7	8	32.9	11.6	9.9	6.3	13.3	13.4	12.7	
Government	2001/02	2005/06	2009/10	2012/13	2015/16	0.3	0.28999999999999998	0.28999999999999998	0.34	0.4	Households	2001/02	2005/06	2009/10	2012/13	2015/16	0.51	0.36	0.3	0.32	0.31	Private	2001/02	2005/06	2009/10	2012/13	2015/16	0.02	0.03	7.0000000000000007E-2	0.08	0.06	Donors	2001/02	2005/06	2009/10	2012/13	2015/16	0.16	0.31	0.35	0.26	0.23	
Percent
 MOH Budget	
FY 2014/15	FY 2015/16	FY 2016/17	47362761263	59183879823	60269930022	Total National Govt Budget (TNGB)	
FY 2014/15	FY 2015/16	FY 2016/17	1182432255639	1505492181340	1626901778027	Percent MOH of TNGB	
FY 2014/15	FY 2015/16	FY 2016/17	4.0055369799942252E-2	3.9311980863508664E-2	3.7045832044692611E-2	

KSh Billions


Total County Govt Budget (TCGB)	
FY 2014/15	FY 2015/16	FY 2016/17	234	278	273	County health budget	
FY 2014/15	FY 2015/16	FY 2016/17	64	85	92	Percent County health of TCHB	
FY 2014/15	FY 2015/16	FY 2016/17	0.215	0.23400000000000001	0.252	




Government - MOH	
2009/10	2012/13	2015/16	0.23100000000000001	0.309	0.193	Government - sub national	
2009/10	2012/13	2015/16	8.0000000000000002E-3	8.9999999999999993E-3	0.188	Government - non-MOH	2009/10	2012/13	2015/16	3.5000000000000003E-2	4.1999999999999996E-2	3.4000000000000002E-2	Insurance - Public (NHIF)	
2009/10	2012/13	2015/16	4.5999999999999999E-2	4.4999999999999998E-2	4.8000000000000001E-2	Insurance - private	
2009/10	2012/13	2015/16	6.5000000000000002E-2	8.6999999999999994E-2	0.111	Non Profit Institutions servicing HHs	
2009/10	2012/13	2015/16	0.26800000000000002	0.185	0.13700000000000001	Households 	
2009/10	2012/13	2015/16	0.30199999999999999	0.32100000000000001	0.28599999999999998	Employers - private	2009/10	2012/13	2015/16	2.5999999999999999E-2	2E-3	3.0000000000000001E-3	Rest of the world	2009/10	2012/13	2015/16	0.02	0	0	



NHIF	Poorest	Second	Middle	Fourth	Richest	92.920922649320403	92.511557870956466	90.267070596120774	94.78557689328089	82.978709588528034	Private Insurance	

Poorest	Second	Middle	Fourth	Richest	3.6410022409206171	3.1956571573181707	3.3470645404451251	3.7200717219583388	15.995851911245829	Others ( Community based health  insurance etc)	


Poorest	Second	Middle	Fourth	Richest	3.4380751097589712	4.2927849717253768	6.3858648634340991	1.4943513847607783	1.0254385002261421	Percent Insured	




Poorest	Second	Middle	Fourth	Richest	2.9	6.4	12.4	25.4	41.5	Percenr Insured



NHIF Membership
Informal	2008/09	2009/10	2010/11	2011/12	2012/13	2013/14	2014/15	2015/16	376470	555730	688746	898364	1115424	1499246	1991614	2341984	Formal	2008/09	2009/10	2010/11	2011/12	2012/13	2013/14	2014/15	2015/16	1800000	2286205	2197940	2441795	2679370	2951142	3221621	3551612	Total	2008/09	2009/10	2010/11	2011/12	2012/13	2013/14	2014/15	2015/16	2176470	2841935	2886686	3340159	3794794	4468649	5268649	5893596	image2.png
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