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1.0 BACKGROUND
Universal coverage (UC) currently dominates the global health policy agenda. Since the 58th World Health Assembly of 2005 that endorsed the move towards UC, governments, international organisations, civil society as well as researchers worldwide are continuously engaged in active debates on how best to achieve UC in different contexts. Most recently, the 2010 World Health Report re-emphasized the need for countries to move rapidly towards universal coverage by modifying their health financing systems 1[, 2]
, while in 2011, the 64th World Health Assembly urged countries to develop sustainable health financing structures. Many other initiatives have highlighted the important role for universal health systems 3[]
. 

Universal coverage is defined as access to appropriate promotive, preventive, curative and rehabilitative health care for the whole population of a country when they need it and at an affordable cost 4[]
. It has two main goals:  financial risk protection and access to needed care 1[]
. Universal coverage also embodies important health objectives including equity in access, good quality services and broader social protection 
 ADDIN EN.CITE 

[5, 6]
. If carefully planned and implemented, UC can contribute towards overall social and economic development, poverty alleviation and achievement of Millennium Development Goals (MDGs).  

Despite UC dominating policy debates worldwide,  the reality is that a significant proportion of the population do not seek care because they cannot afford to pay 7[]
. When they seek  care, they often incur high cost burdens, which have significant implications for their livelihoods 
 ADDIN EN.CITE 

[8-11]
. Globally it is estimated that 150 million people suffer financial catastrophe each year due to health care payments and approximately 100 million are pushed into poverty 
 ADDIN EN.CITE 

[12]
. Catastrophic health care payments occur in both rich and poor countries, but over 90% of the people affected reside in low-income countries 13[]
. In Kenya, for example, about half a million people live below the international poverty line due to out-of-pocket health care payments 14[]
. Other barriers related to availability and acceptability of health care services have also been shown to be important 15[]
. Clearly mechanisms to promote access and financial risk protection through universal coverage are urgently needed.

Very few countries have achieved some form of UC, the majority of which are high income countries 1[, 6]
.  Recent developments in a few of the former Soviet Union countries 16[]
 and other middle income countries like Thailand, have demonstrated that UC can be achieved in middle income countries so long as there is adequate commitment towards change 
 ADDIN EN.CITE 

[17-21]
. Many other low and middle-income countries (LMIC) are currently undertaking or are considering undertaking health financing reforms to expand access to health care. Some have implemented a minimum health benefit package that is accessed by all (for example Tanzania), while others are moving to or have implemented universal access to a wide range of health care services (e.g. Ghana, Thailand and Sri-Lanka). Countries like Chile, Mali and Gabon have also made significant progress towards UC 
 ADDIN EN.CITE 

[17, 18, 22, 23]
. A few countries in Africa including Rwanda 24[]
 and Ghana 
 ADDIN EN.CITE 

[25, 26]
 have demonstrated that it is possible to make quick progress in challenging circumstances.
Evidence shows that policy makers have largely relied more on the technical aspects of health financing policy design  (e.g. sources of funds, contribution rates and contribution mechanism), with little or no attention given to other elements that are essential for the successful implementation of UHC. Such aspects include ensuring that proper institutions and organisation arrangements are put in place.  Improved understanding of a country’s health financing system and the context in which policies are implemented is an important starting point for conceptualising health financing reforms for UHC.
1.1 OBJECTIVES OF THE EXERCISE

The TOR guiding this study is part of a wider exercise commissioned by the Ministry of Health, through the Universal Health Coverage technical working group to conduct a situational analysis of universal health coverage in Kenya. The overall aim of the situational analysis is to collate and synthesize information on the current situation, and recommend possible future alternatives relating to the Universal Coverage framework for Kenya, which would then guide development of the strategy and road map for attaining Universal Coverage in its three dimensions; –increase population coverage, broaden services offered and reduce direct costs of accessing care. Specifically, the assignment will:

· Elaborate a comprehensive description of the Situation Analysis of different elements of the Universal Coverage Conceptual Framework

· Propose a set of options the Country can apply across the different elements of the Universal Coverage Conceptual Framework to achieve the goal of UC.
Specific tasks for the work presented in this document include:
· Conduct a literature review including both the local context and relevant international experiences
· Conduct key informant interviews with both state and non-state actors. State actors should not only include Ministry of Health officials but also related agencies and ministries such as the Ministry of Finance, NHIF, Social Protection Secretariat while non-state actors should include the private for profit, NGO and FBO stakeholders
· Lead the technical writing of drafts and represent SHOPS in the compilation of the final report

· Prepare and make presentations as is required to the UHC TWG including but not limited to the methodology, drafts of the document and the final report.
· Coordinate and regularly consult the other consultants implementing the different subcomponents of this assignment to ensure a coherent final deliverable
· Participate in the dissemination of the final report
2.0 METHODOLOGY
To comprehensively address the specific objectives, this work adopts the use of multiple methods, combining both quantitative and qualitative methods. The application of multiple methods is essential to understanding the institutional and organisational arrangements of the Kenyan health financing system and their implication for progress towards UHC; weaknesses associated with a particular methodological approach are corrected by others to ensure valid and comprehensive data analysis and interpretation. The analytical framework, data collection and analysis methods are briefly described below:

2.1 Analytical framework
This work draws heavily on a combination of conceptual and analytical frameworks 
 ADDIN EN.CITE 

[1, 5, 27]
 The main analytical framework draws from the Organisational Assessment for Improving and Strengthening Health Financing (OASIS) developed by Mathauer and Carrin (2010), to analyse the institutional design and organisational arrangements of health financing in Kenya.  The OASIS approach (Figure 1) analyses the performance of a health financing system along performance indicators related to revenue collection, pooling and purchasing. The OASIS approach was built upon institutional analysis literature and tool kits in the social sectors and applied in various countries to assess their institutional arrangements for UHC. It differs from other health financing frameworks due to its particular attention to institutional design issues, including rules and regulations that specify and determine health financing functions. The framework argues that weak health financing performance can be attributed to various drawbacks in institutional design and organisation practice. Such an analysis allows for the identification of bottlenecks in the way institutions and organisations function and identify mechanisms to improve performance.
Institutions refer to the “formal and informal rules, enforcement characteristics of rules and norms of behaviour that structure repeated human interaction” between individuals, within or between organisations, through incentives, disincentives, constraints and enhancement (North 1989: 1321). Rules guide individuals or organisations on how to behave and function (Ostrom et al 1994). Rules can be formal or informal: formal rules refer to written, legally based provisions, which are stipulated by health financing related policies and are found in legislation and regulations. Organisations refer to “groups of individuals bound together by some common purpose to achieve certain objectives (North 1993). The extent to which organisations implement and comply with formal rules to perform health care financing functions largely depends on its organisation capacity. For health care financing reforms to be effective, rules should have enforcement characteristics to indicate monitoring of compliance and the mechanisms for enforcing and penalising non-compliance.

Figure 1: Analytical Framework
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Source: 
 ADDIN EN.CITE 

[28]

Briefly, health financing has three interrelated functions 5[]
 namely: 
1. Revenue collection, which refers to the process by which health systems receive money from households and organizations; 
2. Pooling, which involves the accumulation and management of revenues to ensure that the risk of paying for health care is borne by all the members of the pool and not by each contributor individually and; 
3. Purchasing, referring to the process by which pooled funds are paid to providers in order to deliver a set of health care interventions. 
Achieving UHC will depend on the extent to which countries combine these functions to ensure there is equitable and efficient revenue generation, the extent to which financing systems encourage cross-subsidisation and the degree in which health systems provide or purchase effective health services 4[, 29, 30]
.
According to the OASIS framework, achievement of UHC and health performance indicators depends largely on (Mathauer and Carrin 2011):
· Underlying institutional design of the three health financing functions; the set of rules that make up the health financing system including the formal rules related to the health financing functions (revenue collection, pooling, purchasing). Ideally, these rules should be formulated and designed in a way that contributes towards achieving health financing objectives and performance indicators.  
· Organisations involved in health financing operate within rules and regulations (i.e. institutional context). Organisations include political and regulatory bodies, ministries, purchasers, health care providers, civil society and membership organisations. Key focus in this work is the activities and tasks undertaken by different organisations in relation to the health financing functions.  Organisations are also influenced by the respective incentives that they create and the specific interests of organisations and individuals. Individual interests are shaped by preferences, informal rules, cultural norms, professionalism and motivations of solidarity. Organisational context ultimately determines the actual and potential advantages and disadvantages as perceived by organisations and individuals. Table 1 presents an overview of health financing rules and the respective organisations.
The OASIS approach consists of three steps:

· Reviewing the health financing system and assessing health financing performance

· Detailed institutional and organisational analysis of rules and how they are implemented

· Identification and exploration of recommendation to improve health financing performance through strengthening institutional and organisation arrangements.

To understand the reasons for inadequate health financing performance related to the functions (revenue collection, pooling and purchasing), OASIS approach identifies six bottleneck factors in institutional design and organisational practices. It argues that bottlenecks exist because rules do not function appropriately and are not automatically implemented and complied with by organisations and interests often override organisation rules. These bottlenecks are highlighted in Figure 2 and explored in this report for each form of health care financing mechanisms.

Figure 2: Institutional and organisational bottlenecks to health financing

[image: image2.emf]
Source (Mathauer and Carrin, 2011).

Table 1:  Examples of health financing rules
	Type of Rule
	Legislation and other regulatory provisions of rules
	Organisations 

	Revenue collection

Taxation rules

SHI contribution rules

Membership/registration rules.

Provider schedule of user fees 
	Income tax rates 

Contribution rates (employer/employee); informal sector workers contribution rates; contributions for the poor.

Mandatory or voluntary 

Who pays user fees at public and private health facilities
	MoF or revenue collection authority

For payroll deductions: health insurance fund and MoF; for informal sector: NGOs, district authorities, microfinance institutions

Health insurance fund/registration department; NGOs involved in outreach activities

Public and private health providers

	Pooling

Pooling across MOH and health insurance
Risk equalization rules among SHI funds

Pooling within the health insurance scheme


	Are health insurance funds transferred to the MoH to subsidize services rendered to the non-insured?
Presence of any risk equalisation mechanisms across pools.

Structure of contribution rates (income-related and not risk-related); access is based on need.
	MoH, MoF, health insurance fund

Risk equalisation agency

Health Insurance fund

	Health Insurance rules on purchasing

HI rules on type and rate of provider remuneration

MoH rules on type and rate of provider remuneration

Rule on MoH benefit package

Rule on benefit package definition of MoH


	Purchase arrangements (from both public and private facilities); contracting and accreditation arrangements.

Provider payment mechanism; rates and how they differ between public and private facilities.
MoH processes of allocating budgets to sub-national levels based on rational criteria (population characteristics, epidemiological profile, and poverty rates within that sub-national unit).

Range of services provided by MoH provides at all levels of care
Criteria for setting benefit packages (e.g.  Cost-effectiveness, analysis results and considerations of equity of the disease burden; the benefit package is reviewed every 2 years.
	Health Insurance fund/contracts department, health providers associations or health providers, accreditation agency

Health insurance

fund/remuneration department, health providers

MoH, subnational MoH units such as health districts, MoF

MOH

MoH or a national benefit package committee




Adopted from 
 ADDIN EN.CITE 

[28]

2.2  Data sources
Data will be collected in three phases: documents review, key informant interviews, and validation with stakeholders working on health care financing in Kenya. This report is largely drawn from document reviews. Key informant interviews and the validation exercise will be conducted in the next two-four weeks.

Phase 1: Documents review

The first component will entail conducting a detailed review of legal instruments, policy documents, Public Expenditure reports, Annual institutional reports, and national health accounts, among other documents related to institutional and organisational arrangements of the Kenyan health financing system. The document review was guided by a review template highlighting the key relevant features to ensure that all important information was drawn from the documents in a systematic way. In addition to synthesizing information, the document review aims to identify information gaps and key issues to explore in detail through key informant interviews. The document review process will also endeavour to identify and summarise experiences from other countries that can inform health financing reforms in Kenya.

Phase 2: Key Informant Interviews
The second component will involve conducting key informant interviews with key stakeholders in health financing and social protection in Kenya. The aim of the key informant interviews will be to document stakeholders’ experiences and views on institutional and organisation arrangements of health care financing in Kenya and to gather potential recommendations of these rules moving forward. The range of stakeholders to be interviewed will include but are not limited to Ministry of Health officials, related line ministries and departments such as the Ministry of Finance, National Hospital Insurance Fund, and Social Protection Secretariat while non-state actors should include the private for profit (KEPSA), Non-Governmental Organisation (HENNET) and Faith Based Organisations, Association of Kenya Insurance, Insurance Regulatory Authority, Pharmacy and Poisons board among others.
Phase 3: Validation with key stakeholders

Results from this work will be presented and discussed at the UHC TWG meetings in an ongoing process to give updates on progress and to ensure that the technical working group gives continuous feedback. Depending on the UHC TWG, the recommendations may be presented to a wider audience of health financing stakeholders.
3.0 OVERVIEW OF INSTITUTIONAL AND ORGANISATIONAL ASSESSMENT IN KENYA
This section describes in detail the institutional and organisational arrangements in Kenya. Before getting into the details related to the health financing functions, some key assumptions are made on how universal health coverage might be implemented in Kenya and the sets of relationships that might exist between the different organisations.  These assumptions are presented in Box 1. Section 3.1 gives an overview of the sources of health funds in Kenya and assesses the performance of the health financing system in respect to funding level, population coverage, extent of financial risk protection, equity, pooling and purchasing. 

3.1 REVENUE COLLECTION AND SOURCES
Health care funds in Kenya come from the public (government tax revenue), private (private companies and households) and donors. Though on the decline, out-of-pocket payments remain the largest source of health funds in Kenya, contributing 51.1% of total health expenditure (THE) in 2001/2002, and 36.7% in 2009/10 31[, 32]
. Government spending on health accounted for 29.6% of THE in 2001/2002, 29.3% in 2005/2006 and 28.8% in 2009/2010. Donors’ contribution to the health sector in Kenya is relatively large and has increased dramatically in the last decade from 16.4% in 2001/2002 to 34.5% in 2009/2010 31[, 32]
. Figure 2 shows the financing sources as a percentage of THE.

Figure 2: Financing sources as a percentage of THE
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3.1.1 Level of funding
Total health expenditure (THE) in Kenya amounted to KES 122.9 million in 2009/2010 (US$ 1,620 million, and KES 101,977 (US$ 1389) million in 2005/2006. In 2001/2002, THE amounted to KES 82,232 million (US$ 1389). THE per capita in 2009/2010 amounted to KES 3,203 (US$42.2), compared to US$ 39 reported in 2005/2006 and US$ 33.5 in 2001/2002.  THE expressed as a percentage of Gross Domestic Product (GDP) ranged from 5.1% in 2001/02 to 5.4% in 2009/10, while government health expenditures as a percentage of total government expenditures ranged from 8% in 2001/02 to 4.6% in 2009/10. Figure 1 shows the financing sources as a percentage of THE.
Figure 3 shows the government’s allocation to the health sector. In 2005/2006, government health expenditure (GHE) accounted for 5.73 % of total government’s budget. This proportion increased to 7.9 % in 2006/2007. In 2007/2008, GHE as a percentage of government’s budget declined to 6.4% and to 4.6% in 2009/2010.  These rates remain far below the 15% target set by Africa heads of states in Abuja in 2000. Total government health expenditure as a share of GDP has remained below 2% in the last decade. There has been an increase in total government expenditure on health over time 
 ADDIN EN.CITE 

[33-38]
. For example, between 2003/2004 and 2006/2007, total GHE increased from US$ 215.8 million to US$ 373.8 million. In 2007/08, total GHE declined by 21.1%, but increased by 54% in 2008/09. Estimates for 2010/11 and 2011/12 show an expected large increase in total expenditure amounting to US$ 614 million and US$ 673.9 million respectively 36[]
. Per capita expenditure increased from 5 US$ in 2000/01 to 13.8 in 2007/2008, declined to US$ 10.6 in 2007/2008 and increased to US$ 11 in 2008/09. This increase reflects growth in absolute amount of expenditures allocated to health. 

Figure 3: Government’s health expenditure as a proportion of government budget and GDP
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3.1.2 Tax revenue

General tax revenue is generated from value added tax (30%); personal income tax (24%), company tax (14%), and fuel tax (13%). Import and excise duty each account for 10% of total revenue.  Income tax is charged on the income earned by any person resident in Kenya.  Individual income (both PAYE and personal income tax) is taxable at the same graduated rates from 10% up to 30%. The first taxable band is for an annual income of KES 121,968 at the rate of 10% and the top tax bracket is for an annual income over 466,704 at 30%.  Personal income tax is structured progressively, and therefore can be considered equitable. Individuals earning less than Kenya shillings (KES) 121,968 per year are exempted from paying income tax.  Table 2 shows the structure of personal income tax rates by 2012.
Table 2: Personal Income Tax structure
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Value added tax (VAT) is charged at 16%. VAT contributions are regressive because prices of goods and services do not discriminate by income. However the VAT Bill 2013 exempts non processed animal and vegetable products to cushion the lowest income groups. Corporate Income tax ranges from 20% (for new companies) to 37.5% (for non-resident companies). There are a wide range of international companies in Kenya. In 2002, Kenya embarked on a series of reforms to increase revenue collection and minimise tax evasion. These reforms led to significant increases in revenue collection in Kenya from KES xxx in 20002 to KES xxx in 2012. Despite these improvements it remains a challenge on how the government can tap into the large informal sector, which has a large tax potential
3.1.3 Resource allocation 

Prior to 2001, the MoH did not have a criteria for allocating resources to the districts. Recurrent resources were allocated to the districts on an incremental (historical) basis without consideration of varied health needs. Districts located in rich geographical regions often received a larger share of funds than those in poor regions. Due to the historical (incremental) allocation of resources basis and the given varied needs of the districts, a resource allocation criteria was developed in 2000. The resource allocation criteria had three objectives: promoting equitable distribution of resources; promoting cost effectiveness in service delivery and; transparency in resource allocation Table 2 shows the two resource allocation formula designed to allocate resources to primary level facilities (dispensaries and health centres) and district hospitals.
The formulas include variables related to population structure, disease burden, infrastructure, poverty levels, utilisation patterns and hospital capacity. Informal discussion with MoH officials suggest the formulas are not applied and were initially developed to allocate operation and maintenance costs only. Consequently, historical incremental approach remains the main basis of resource allocation in Kenya (Personal communication, Ministry of health official).  With the new developments in the country related to devolution, the relevance of this and other national level resource allocation formula is minimal, considering that the responsibility of allocating resources to district and hospitals is the responsibility of the counties.  
Table 3: Variables incorporated in the resource allocation formula and their respective weighting
	Health centres and dispensaries



	Variables
	Weight

	Infrastructure
	0.15

	Under fives
	0.2

	Poverty levels
	0.3

	HIV/AIDS cases
	0.05

	Female population (15-49 years)
	0.2

	Area (square kilometre)
	0.1

	Total 
	1

	District hospitals

	Poverty 
	0.2

	Beds utilised
	0.4

	Out-patient cases
	0.2

	Accident prone facilities 
	0.05

	Fuel costs
	0.15

	Total 
	1


Contributions to the National Hospital Insurance funds are allocated directly to the hospitals to meet the costs of the costs of treatment for its members. Contributions to voluntary health insurance are allocated either through individual risk (for private health insurance); group rated payments (for employer based insurance) and; community rated payments for CBHIs. Donor funds that are pooled as part of the sector-wide approaches are allocated using the historical incremental approach.  However, most donor funds are channelled through programme support. Attempts to streamline donor funds through the Sector Wide Approach (SWAp) have not been successful in Kenya. Only two donors contribute money to support the Health Sector Services Fund (HSSF) through the sector approach. Consequently, donor funding is fragmented in Kenya with most development partners funding individual projects/programmes that are not necessarily supported or aligned to the ministries priorities. Only a small proportion of donor funds are channelled through budget support. Other donor funds are channelled through a wide range of non-government organisations (NGOs), which implement projects or provide health care services directly to the people. Although it might be challenging to channel all donor funds through budget support, due to issues related to reporting systems for different partners and concerns related to accountability, at the very least, efforts should be directed towards ensuring that donor funds support programmes that are aligned to the health sector strategy.

3.1.4 Level of population coverage
The National Hospital Insurance Fund (NHIF) is the main type of health insurance in Kenya. The NHIF was initially set to offer health insurance coverage to formal sector employees only, but in 1972, the Act was amended to incorporate voluntary membership, although in practice voluntary membership was only implemented in 2005. In 1990, the Act was repealed to allow contribution on a progressive basis and in 1998 the NHIF was transformed into a state corporation, delinking it from the MOH. The NHIF Act also provides for hospitals to get loans from NHIF to improve on service provision. Membership to the NHIF is mandatory for those working in the formal sector (both public and private) and informal sector, but in practice those working outside the formal sector join on a voluntary basis. There are about 7.8 million Kenyans (20% of population) covered by the NHIF. In addition, NHIF provides civil servants and disciplined forces comprehensive health insurance including inpatient and outpatient services at selected facilities.  The NHIF has been contracted by the Ministry of State for Public Services to be the purchaser of services for this category of employees and there are on-going discussions with the Teachers service Commission on how to provide insurance coverage for the teachers under similar arrangements. The civil servants and disciplined services medical scheme covers about 1.1 million Kenyans. The civil servants still contribute the standard NHIF rates and their medical allowances are contributed to the fund by the employer to top up the benefit package. Other NHIF members are not included in this scheme and only receive inpatient service at selected facilities.
Voluntary health insurance- is very limited in Kenya. NHIF offers membership to the informal sector on a voluntary basis.  About 650,000 people are covered by the NHIF on a voluntary basis. There are a about 32 registered CBHIs in Kenya 39[]
. Like in many other settings, CBHIs in Kenya mainly operate in rural areas, are relatively small, undermining the potential for risk pooling and cross-subsidisation. Private health insurance has been developing fairly well in recent years. There are three types of private health insurance providers in Kenya 40[]
: (1) General insurance companies that are involved in a wider range of insurance, not related to health, but who to a small extent insure people against ill health. These companies represent the ‘classical’ private insurance approach; (2) those that run medical schemes and are also health care providers operating their own clinics and hospitals where their clients seek care, although the same facilities are open to non-premium holders, for example, AAR Health Care; (3) those that provide health care through third party facilities, also known as health management organisations, which are widely used for employer based insurance. In 2007, there were 14 insurance companies offering health insurance in Kenya, with membership of about 600,000 people. Due to the high cost of premiums, membership to private health insurance comprises of the wealthiest population and is highest in the urban areas.

3.1.5 Contribution rates

Contributions to the National Hospital Insurance fund are gazetted by the Minister of Health. Contributions towards CBHIs are set by the scheme with the support of community members, while private health insurance premiums are set by the insurer. Contribution rates for user fees and other forms of out-of-pocket payments are set by health facilities. 
Contrary to Social Health Insurance principles, only employees make contributions to the NHIF. Contribution to the NHIF ranges from KES 30 (US$ 0.4) for the lowest income groups, to KES 300 (US$ 3.8) for individuals earning above 15,000 shillings a month. Historically, these contribution rates were structured progressively (i.e. the rich contributed a higher proportion of their income than the poor), but this progressivity no longer exists since contribution rates have not been reviewed for the last 44 years of NHIF existence, while salary levels have increased significantly over time. In the last two years, the NHIF has been trying to introduce new contribution rates, but these have not been implemented due to a court order filed by the Central Organisation of Trade Unions (COTU). Contributions rates for the informal sector are a flat rate of KES 160 per month (US$2.5). This suggests that NHIF contributions do not reflect ability to pay and that only the better off in the informal sector are able to join are regressive since the sector is very diverse and consists of both wealthy and poor populations. The NHIF enrols members, collects contributions, pools and manages funds; contracts with public and private health facilities, processes claims and pay providers. Contributions to the civil servants scheme –administered through the NHIF- are based on medical allowances that were previously paid to staff on a monthly basis. These contributions amount to KES 4.5 billion per year. 
Most private health insurance members are in group or employer based schemes. Contributions to private health insurance are not regulated and different companies charge different rates based on their risk assessment. These rates are unlikely to be progressive.  The benefit package can be broader than NHIF with minimal or no co-payments and the majority will give coverage to more expensive private hospitals perceived to be of higher quality. However for individual membership, private health insurance companies often cream skim, practice experience rating and fail to cover people with chronic conditions or when they do, the premiums are unaffordable. What this means is that people suffering from long-term illnesses cannot buy a cover-even when they can afford one- and they are therefore left to rely on public care which is already under-resourced. As a way of encouraging membership to private health insurance, individuals with private health insurance cover benefit from tax relief, which means that the poor tax payers actually subsidize health care for the rich, which to some extent reflects inequities in the system.

3.1.6 Discussion and policy recommendations
Government spending on health as a percentage of total government expenditure is very low compared to the Abuja target of 15% and has been declining over time, to a low of 4.6% in 2011. The decline in government allocation suggests that the health sector receives less priority in Kenya compared to other sectors like education, which enjoy a larger share of government’s budgets. In additional, per capita health spending remains below the US$ 60 recommended as being ideal to provide a minimum basic package for health. Public health spending as a percentage of GDP has stagnated to around 2% in the last 10 years. Clearly, the country is unlikely to make significant progress towards UHC with this level of funds. The Kenyan government needs to reconsider the share of funding allocated to health.  Anecdotal evidence suggests that one reason for the decline in allocation to the health sector has continued to receive a small share of government revenue is due to the high levels of donor funding. Although donor funds are extremely important for the Kenyan health sector and go a long way in assisting the country to provide the much needed health care, the MoH together with other partners should put a strong case for additional resources to the MoF that will guarantee sustainability of the gains should donor funds decrease. Informal discussions with MoH officials revealed that the health ministry has been criticised by the ministry of finance for not being able to present its case for more resources adequately and for asking for additional resources, while absorptive capacity remains low. Strengthening the case for health through adequate preparation before budget allocation meetings and building capacity for staff within the ministry to structure and base their arguments based on facts that are relevant and ‘understood’ by the finance ministry can contribute towards changing the downward trends in allocation. 


Regarding resource allocation, historically health funds have been allocated on an incremental basis. This meant that facilities in well off geographical regions continued to receive more funds compared to those in poor areas. Developing a simple resource allocation formula that is based on indicators related to poverty levels, population size and structure, under-five mortality and maternal mortality is important for ensuring equitable allocation of resources. Considering that the country has now moved towards devolved governments and counties have significant autonomy in terms of how to allocate resources, such formulas should be developed with close collaboration with the county director of health and county executive secretary for health to promote ownership and buy in. The national government allocates resources to the counties based on a formula that puts into consideration population, poverty, land area, basic equal share and fiscal discipline. According to the formula 60% of the money is shared using the population criteria. It is assumed that all counties have the same basic expenses and counties are allocated 20% of the revenues to cover such services. Poverty and land are given a weight of 12 % and 6% respectively.  An additional 2% is an incentive for counties to prudently manage their resources (fiscal discipline). This formula can be adopted at the county level to distribute health resources across regions.

Donor funds comprise a large share of health expenditure in Kenya but most of these funds are funded through programmes. Continuous efforts towards aligning donor funds to meet the health priorities of the country are needed. Currently the ministry is redesigning its partnership framework to address some of these limitations and ensure that it is aligned to the new constitution. It is important that the issue of fragmentation in donor funding is addressed as part of this process.

Membership to the NHIF remains ‘voluntary’ for those working in the informal sector. The NHIF has experienced major challenges in expanding coverage to the informal sector. The government should consider making membership to NHIF mandatory for all Kenyans.  Such an arrangement would require significant tax funds to subsidize premiums for the poorest populations.  However, it is always challenging to enforce the mandatory cover among informal sector workers even when they are legally required to do so. Considering that about 75% of the population work in the informal sector, and about 45% of Kenyans live below the poverty line the government will need to commit to buying premiums for a significant percentage of the population. Other important considerations will include assessing the net revenue collected from the informal sector (i.e. Total revenue less costs of collection) to inform the decision as to what financing arrangements are appropriate for this population group.
A combination of approaches should be considered moving forward. They include: 

a. The added value of collecting contributions from those working in the informal sector, particularly in terms of the net revenue arising from those contributions and the implications for efficiency versus alternative options, for example extending coverage through funds raised from innovative financing mechanisms. Should the government decide to purchase premiums for the poor, additional funds will be needed. Such funds can be made available through: 
· The introduction of innovative taxes on items like remittances received from overseas; mobile telephones and airline taxes. 
· Earmarked taxes (e.g. allocating a certain percentage of VAT on health insurance) and other items like cigarettes and alcohol can contribute towards providing funds to cover the informal sector workers and the poor. 
· Other potential ways of increasing tax revenue in Kenya include promoting compliance, not only for individuals but also for companies 
· introducing a levy on revenues from natural resources such as coal, gas, oil and other minerals

b. The large informal sector activities have savings and cooperative societies which provide savings and loans facilities to their members. In 2010, the government attempted to organise the public transport industry by making it mandatory for public service vehicles to belong to a cooperative society before being issued with an operating license. Many other sectors, including crop and dairy farming have some forms of cooperative societies that can be drawn on to collect premiums for this population. 

c. The employers could support the health of their workers through making a share of the contribution to the NHIF. This would have implications on private medical schemes, which some employers offer to their workers, but in the context of UHC, pooling funds under the NHIF or whichever body that plays this role would be more cost-effective and efficient and promote principles of risk pooling and cross-subsidisation.

d. The national government should take responsibilities of ensuring that the poorest population in Kenya are covered. The national level should set policy regarding who should benefit from the subsidy, how they will be identified and develop a benefit package that should be accessed by the poor in all counties. These funds can then be transferred to the NHIF in order to purchase health care service for their populations

e.  The elderly, orphans and vulnerable groups currently receive cash transfers from the national government through the Ministry of Labour, Social Security services, through the directorate of gender. This cash transfer should incorporate a health insurance cover to allow these vulnerable groups access health care services without any financial difficulties.

f. As public financing may not be sufficient to meet all the health needs of the population, private health insurance will have a complementary role for those who can afford to pay reducing the pressure on public services.  Such an arrangement should ensure that the rich are not allowed to opt out from the mandatory NHI, since doing so will create a pool for the poor and undermine risk pooling and income cross-subsidisation. For this to be effective, strong regulation of private health insurance is needed in Kenya. Such regulations should address issues related to premium rates, benefit packages, open enrolment (to minimise cream skimming).

g. Individuals who have private health insurance cover are entitled to tax relief related to their premium level. Although this arrangement is meant to encourage people to buy health insurance, considering only the richest populations can afford health insurance cover, having a tax relief incentive in practice implies that the poor subsidise health care for the rich. Moving forward, the government should reconsider this arrangement and remove the tax relief related to private health insurance cover.

3.2 POOLING

3.2.1 Size of risk pools

There is very minimal risk pooling in Kenya due to substantial fragmentation, which undermines income and risk cross-subsidisation. Apart from tax funding (28.8% of THE), other forms of pooling include the NHIF (4.7 % of THE), private health insurance (6.7%% of THE), and CBHIs. Donor funding constitute a large share of health expenditure in Kenya but these funds are not pooled and are poorly aligned to the health system needs. Only 4% of all health funds are pooled through health insurance 41[]
. The NHIF operates as a single risk pool. There are about 3.8 million members and 19 million dependents covered by the NHIF, which amounts to about 20% per cent of the population 42[]
.   
The NHIF also provides coverage to civil servants and the disciplined forces, which allow them comprehensive, cover for inpatient and outpatient services at selected facilities. Although funds from the civil servants scheme are administered by the NHIF, it is not entirely clear whether they are pooled together with other NHIF contributions and can be drawn on to subsidise health care for other NHIF members. In addition, the benefit package for civil servants is different from other members, which affects equitable delivery of the benefit package.
The majority of Kenyans are not covered by any health insurance and have to make OOP payments. Most of the people without any form of coverage are those working in the informal sector and the poor, whose income is too low to meet the costs of any health insurance premium. OOPs payments are very regressive and push about 1.5 million Kenyans into poverty each year43[]
.
3.2.2 Risk equalisation 

Risk equalisation refers to mechanisms and funds transfer procedures to equalise risks and the criteria for risk equalisation. Risk equalisation does not exist in Kenya.
3.2.3:  Discussion and recommendations
Only a minority of the population have some form of health insurance in Kenya and tax funding is not sufficient to protect people from high out-of-pocket payments.  Many Kenyans cannot afford to meet the costs of basic health care services.  According to the Constitution of Kenya 2010, all Kenyans have the right to the highest attainable standard of health, including the right to life, reproductive health, and other attributes of good health; and the right to emergency treatment. Extending financial risk protection to all Kenyans (either through tax funding or health insurance coverage) should be a major priority if the right to health will be realised in Kenya.
In aiming to expand coverage, various decisions will need to be made including: 
· Identifying the most appropriate health financing mechanisms for expanding coverage (e.g. whether through contributory health insurance, tax funding or a combination of both).

· Identifying the most efficient mechanisms for collecting contributions in order to ensure that net revenue is higher than the costs of collecting revenue.

· Alignment of the benefit package for all members.

· Best approaches to cover those in the informal sector. Expanding coverage through contributory health insurance has been a challenge in Kenya and in many other low-and-middle income countries. The Kenyan government needs to carefully consider the gains of covering this population through tax funding versus a contributory approach, which has not been possible to actualise. Other possibilities might include heavily subsidised health insurance coverage where minimal contributions are linked to cooperative societies, village groups etc, and where these can be contributed easily through mobile money transfer.

· Identifying and subsidising health care for the poor and vulnerable remains an important issue in Kenya but one of the most challenging ones when it comes to health financing design. The former Ministry of Gender and Social Services developed a list of orphans and vulnerable children and the elderly who benefit from social support. While this is an important development, the list is not comprehensive and many needy cases do not benefit from social support offered through this ministry. Various options can be explored: (1) using communities to categorise all households to three poverty groups using participatory approaches related to asset ownership. This approach has been used successfully in Rwanda-but caution should be applied when adopting it considering that the population in Rwanda is significantly small compared to Kenya: (2) geographical targeting, where everyone living in the poorest regions is issued with a health insurance card for free. This approach is easier to implement, but can raise serious political concerns with some regions being perceived as more favoured then others; (3) finally, the government can decide to cover everyone outside the formal sector through tax funding. This should be a long term plan and would require increases in tax funding through innovative financing as discussed in section 3.1.6.
· As already mentioned, health financing system in Kenya is very fragmented. Moving forward, the government should address fragmentation and aim at having the entire population covered under one pool, which combines preferably, combines tax funding and health insurance contributions; and which includes membership from the poor and the rich; the formal and the informal sector.

· Community Based Health Insurance Schemes cover a very small population in Kenya; however, the draft health financing strategy identifies CBHIs as one mechanism for promoting UHC in the country. International experiences has shown that CBHIs play an important ‘preparatory’ role in countries where they have existed for long time in terms of sensitising communities about the principals of health insurance (for example in Ghana and Thailand), and that it is challenging to extend coverage through CBHIs unless they receive regulatory, technical and financial support from the government 44[]
. Putting these limitations in consideration, it is unlikely that CBHIs will play a critical role in facilitating progress to UHC in Kenya.
3.3 PURCHASING AND PROVISION OF SERVICES
Purchasing rules relate to the structure (single or multiple, competing or non-competing), eligibility of providers, provider accreditation, contracting (selective or collective), performance contracts, level of autonomy of providers and decentralised purchasers, benefit package definition.

3.3.1 Benefit Package and financial risk protection
Benefit Package rules refer to the contents, the limits in terms of number of days covered, proportion of costs covered, the definition process and criteria applied, referral system, costing procedures of services and of benefit package. All Kenyans are entitled to health services provided in public health care facilities. The Kenyan constitution identifies health as a basic human right that should be accessible to all Kenyans.
The following services are available for free at public health facilities:
1. Health services are provided for free in dispensaries (level 2) and health centres (level 3) with effect from 1st June 2013. Prior to the user fees removal, dispensaries and health centres operated under the 10/20 policy, where health facilities charged a total fee of KES 10 and 20 for dispensaries and health centres respectively, irrespective of the services received. Children under the age of five were exempted from paying fees. The extent to which facilities adhered to the 10/20 policy during its operation remained unclear. 
2. Maternal health services are also currently provided for free in all public health facilities in Kenya. The provision of free maternal services took effect on 1st June 2013. Under the new policy, antenatal care, post natal care, deliveries and any other services related to maternal health are provided for free. Other services provided in level 4-6 hospitals attract user fees, which differ by facilities as fees are set locally, with the support of district health management teams. User fees are charged depending on the service received. 
3. Treatment of HIV&AIDS, Malaria, Tuberculosis is largely through donor funded programs

The extent to which the new policies offer financial risk protection to the population remains unclear, although anecdotal evidence based on media reports suggests that people continue to pay for delivery fees in government facilities and that free maternity care has been interpreted to only include free delivery and caesarean section and excludes other services such as antenatal care, postnatal care and family planning. For other services attracting user fees, financial protection does not exist and payment is not based on ability to pay
NHIF has contracted hospitals under three Categories; A, B and C, to provide in-patient medical cover and partial cover for surgical cases in some of these hospitals. Members are at liberty to attend hospitals under any category. Under Category A (government hospitals), members have comprehensive cover for all services including maternity and surgery. Members admitted under contract Category B (private and mission) hospitals have comprehensive cover but where surgery is required, the contributor may be required to co-pay up to a maximum of KES 15,000 at the discretion of the facility. For those visiting facilities contracted under Category C (private) the NHIF pays specified daily benefits rate that differs depending on the size and kind of services available at the hospital and ranges from KES 1400 to KES 1800, with the rest to be paid by the patient. NHIF members are free to seek care from any category of facilities provided they are accredited by the NHIF to provide services. The inpatient cover is capped at KES 396,000 per year for the contributor, spouse and children. Comprehensive cover under Category A hospitals ideally should provide financial risk protection to members. However, people often incur additional expenses through purchasing medicines and other supplies that are not necessarily available at the facility during their hospitalisation. In addition, some hospitals continue to charge co-payments to NHIF card holders either because they still do not understand how the benefit package for the NHIF works, or they take advantage of the members limited understanding of entitlements under the NHIF cover. In practice therefore, membership to the NHIF may not provide adequate financial protection for inpatient care. Moreover families exhausting the limit of KES 396,000 may have to finance their health care through additional sources either OOP payments or other forms of health insurance (e.g. private insurance or community based health insurance). Civil servants covered through the NHIF (i.e. the civil servants scheme) are required to make a co-payment of KES 100 when they use outpatient facilities in public health facilities and KES 200 in private facilities. The focus of NHIF on inpatient care means that the benefit package excludes cost-effective preventive and promotive health care interventions. 
Benefit packages under private health insurance are premium rated and vary from basic packages normally affordable to middle income groups, to sophisticated packages that are mainly designed to meet the needs of the richest populations. Benefit packages for CBHI members differ by scheme but largely include inpatient services often linked to specific health providers, usually private-not-for profit or public health facilities. Private-for-profit services rarely provide services to CBHIs due to their high cost. Benefits related to donor funds are project specific and since it is not always clear how decisions are made in terms of what projects to fund and in which settings; it is difficult to exclusively assess the benefit packages under different projects. Benefits arising from OOP payments correspond to the amount of money paid and are only accessible to the person making payment.

3.3.2 Purchasing structure and provider payment mechanism

Purchasing structure and provider payment mechanism include the units being purchased (for example, services, inputs), provider payment mechanisms, remuneration rates (whether they are uniform or different across regions), how prices are set (retrospectively or prospectively), prospective or retrospective payment, claim payment schedule and procedures, claim reviews, utilisation review, payment schedule and transfer procedures.

The main purchasers of health care services in Kenya are the Ministry of Health, the NHIF, CBHIs, local government, private health insurance schemes and employers. Public sector facilities are allocated budgets and staff are paid salaries using general tax funds. The ministry of health is the single purchaser and provider through government owned facilities including 191 government hospitals, 465 health centres and 2122 dispensaries 37[]
. The MOH transfers funds to the districts for the transfer to the health facilities. In the context of devolution, this transfer of funds changes from the central level to the county governments. Facilities make their own budgets but in reality the allocations do not always match what has been budgeted for, implying that budget allocation arrangements do not necessarily match district priorities (and thus population needs). It is not clear how this is currently happening under devolved government, but additional information will be acquired through in-depth interviews.
The NHIF accredits health providers to provide services for its members. There are about 1,285 accredited health facilities that offer generalized, specialized and emergency healthcare services. In principal, all government health facilities are accredited by the NHIF. The distribution of accredited private health facilities remains unclear although it is expected that the majority of these facilities are urban based and the choice of these providers might be limited for the rural population. The accreditation process is focused on inputs but takes into account the range of services provided by a health facility, the number and type of personnel, bed capacity, psychical infrastructure (including environment, buildings, water supply, and power source), and equipment. The level of rebate corresponds to the grade after scoring the various aspects. The relationship between the NHIF (purchaser) and the providers is spelt out that spell out the obligations of the provider. However the extent to which these contracts are adhered to and whether or not the NHIF monitors performance of health facilities in terms of quality of services provided and the extent to which costs of services are minimised and the extent to which sanctions for poor performance are given remains unclear.
The NHIF uses a range of provider payment mechanisms including capitation, daily rate/ per diem, and case based payment. The capitation payment approach is applied to the civil servants scheme where all members are required to register with one health care provider for a period of 3 months. The daily rate is applied to all hospitals for in-patient care. Case based reimbursement is used for normal delivery and caesarean section payment.
Private health insurers use fee for service to reimburse providers based on pre-negotiated rates. Different accreditation criteria are used by each insurer to empanel providers. Contracts between insurers and providers are not performance based and there are weak mechanisms to ensure adherence. Likewise, CBHIs use pre-negotiated rates with specific providers and pay fee for service.

3.3.3 Discussion and recommendations

The benefit package provided through the public health system, the NHIF and CBHIs is not adequate to meet the needs of the population. User charges are still a major barrier of access to health care services for many Kenyans. This calls for continuous efforts towards identifying appropriate financing mechanism that will ensure that Kenyans can access health care services when they need them and at an affordable cost. The removal of user fees at dispensaries and health centres and the provision of free maternal services is an important development in Kenya. Moving forward, measures on how to improve access to other health care services and in so doing facilitate progress towards UHC are needed. 

The NHIF only covers inpatient care. Discussions on broadening the NHIF benefit package to include outpatient care have been going on for the last few years. A pilot project was conducted in a rural and urban district to assess the impacts of an outpatient cover on utilisation patterns and costs. Recommendations were made to expand the benefit package to include outpatient cover. However, this expansion has not been implemented due to a combination of reasons including challenges of increasing the contribution rates to match the benefit package and to make contributions reflect ability to pay.  Evidence shows that out-of-pocket payments can be expensive and highly inequitable in Kenya 
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[43, 45]
. Expanding the benefit package for NHIF to include out-patient care should therefore be a priority for the country. In addition, the current benefit package is curative oriented, due to its focus on inpatient care. Expanding the BP to include preventive care is important and can be cost-effective if people are encouraged, supported and sensitised about the need to seek preventive rather than waiting for curative care, which is often expensive both in terms of direct and indirect costs. 

This will require having a new organisation or a department within the Ministry of Health responsible for defining benefit package that should be provided by both public and private insurers. Decisions on the benefit package should take into consideration the demographic and epidemiology profiles of the country and ensure the most cost-effective interventions are included. Establishing such an organisation or a department should go hand-in-hand with developing capacity to monitor adherence by all insurers and the authority to impose sanctions to non-compliant organizations.
Currently, all government hospitals are accredited by the NHIF. This raises concerns about the accreditation process and whether or not government facilities are assessed to ensure that they meet the required standards. Moreover, there is no evidence of any dis-accreditation for facilities that fail to maintain standards. The NHIF has a department that is responsible for accrediting health facilities. This department was given the responsibility of accrediting facilities as part of the Output-Based Approach (OBA) reproductive health programme implemented in Kenya by the German Financial Cooperation (Kfw). Experiences of working with the NHIF accreditation department to support accreditation of facilities for the OBA programme was not very successful and alternative mechanism had to be put in place. Reasons for the failure in this accreditation process were attributed to weak capacity within the NHIF. It is therefore important that a strong accreditation department/authority is created.  Such an entity would be responsible for independent licencing and accreditation including regulating both private and public providers to ensure that services provided are of good quality provide a level playing field between both public and private providers and impose sanctions on non-compliant providers.
The NHIF uses a range of provider payment mechanisms. Depending on how they are designed, PPM can be major sources of inefficiency in the health system. PPMs can play an important role in universal coverage, particularly through their impact on efficiency in service delivery and quality of care, but also by making health providers more responsive to the population.  Various PPMs exist (including fee-for service, capitation, salaries, per diem, and budgets); each associated with different incentives for efficiency and quality. Theory predicts that fee-for-service is associated with over-provision of services, capitation with under-provision and higher referrals, while salaries do not provide any incentive to increase efforts but do not encourage over-provision. However, a recent review of the literature highlighted that current understanding of incentives associated with PPMs are based on theory, with no strong evidence on actual impacts; in some cases, the evidence contradicts theoretical expectations and that most of the evidence is from high-income countries, with very limited empirical evidence from LMIC, which are the countries currently preparing for UC 46[]
.  It is important that the most appropriate PPMs are identified in Kenya. This might include conducting detailed studies to assessing the impacts of different PPMs on provider behaviour and identify which provide positive incentives to providers to improve efficiency and reduce waste in service provision.
4.0 Current and proposed institutional arrangements for UHC in Kenya

The performance of health financing system in Kenya is largely influenced by the range of institutions and organisations in place. Various organisations come to play in Kenya. They include:

· The Kenya Revenue Authority (KRA), which is responsible for collecting tax revenue in Kenya

· The Ministry of Finance, which has the responsibility of allocating government  resources to different ministries including health

· The Ministry of Health, in charge of stewardship and policy making at the national level. The health care financing agenda is driven by the Division of Health Policy, Planning and Financing.

· The National Hospital Insurance Fund, the only health insurance that is mandatory for all public and private sector workers. Those working outside the formal sector join the fund on a voluntary basis.

· Private health insurance companies, which are profit maximising and offer different health packages targeting mainly the high income workers and the middle class.

· Community based health insurance scheme, which largely provide coverage to those working outside the formal sector.

· County governments which are new but are receiving significant amounts of the health budget

· County Revenue Allocation Authority that sets criteria for distribution of national resources to county governments

This section reviews the institutional and organisational arrangements that are most relevant to health financing in Kenya and identifies the bottlenecks hindering performance. It assesses each organisation on the basis of the six bottlenecks identified in the OASIS framework and identifies measures for improvement.
4.1 Ministry of Health (National and County level)
Prior to the new constitution, the ministry of health in Kenya was responsible for service delivery in all parts of the country. It was the main purchaser of preventive and curative services in Kenya. These roles included allocating budgets to districts and transferring resources from the districts to the health facilities. Under the new constitution, the role of the MoH at the policy level has declined significantly and involves setting policies and regulation. County level governments are responsible for service delivery and allocation of their budgets to facilities based on their own assessment of what is a priority in their setting.  This implies that health spending can significantly differ across counties depending on the priority each county gives to health. Although the county government have autonomy in spending, the national level can play its stewardship role by recommending that all counties develop resource allocation formulas that put into consideration different need indicators. While these formulas will be different across counties, such an approach can help ensure that equity within counties is considered when allocation resources.
Table 4:  MOH (county and national level): Summary of bottlenecks and possible improvement measures
	Bottlenecks
	Improvement measures
	Potential impact on health financing performance

	Rule absence

· There are no specific rules on how health resources should be distributed within counties


	Develop guidelines on indicators to be used in a resource allocation formula at the national and county level
Encourage and support counties to develop resource allocation formulas
	Promotes equity in access to health care services within and across counties

	In adequate rule

· No limits on levels of user charges that  hospitals can charge

· Not clear if all maternal care services are free under the new policy, or it is only delivery services that are free
	Counties can develop guidelines for hospitals in terms of  charging levels

Make clear what aspects of maternal care are free under the new policy


	Increase financial risk protection

Improve on policy adherence and increase financial protection

	Conflictive or non-aligned rule
	
	

	Weak rule enforcement
· Facilities are required to forward 25% of user revenue to the district to support primary health care services

· Unclear how this will function with the county governments and how to ensure that revenue collected from user fees is maintained within the health sector at the county level
	Anecdotal evidence suggests that this is not always done and that there are no mechanisms to ensure that 25% of funds are forwarded to district

National level should support counties to design frameworks that allows the retention of user fees within the health facilities provided that clear accountability mechanism are put in place
	Continued strengthening of health facilities (hospitals) through user fees revenue to improve on service provision at the facility level.

	Weak organisational capacity

· There are very few trained health economists at the MOH, which means that technical capacity to provide technical support is lacking
· Several programme management units at the national level, creating potential for vertical implementation of health financing programmes and over-stretching staff
· More than one division/unit that works on issues related to policy, planning and health care financing. It is not entirely clear how these divisions work together to provide policy direction at the ministry
	Train or recruit health economists with appropriate skills

Develop a single programme management unit, that will oversee all health financing related projects and programmes
Identify  mechanisms to promote linkages between these units to avoid duplication
	More solid policy design and recommendations based on sound technical understanding

Better coordinated programmes and implementation.; More efficient staff

Better use of human resources and increased efficiency in terms of policy and planning

	Dysfunctional inter-organisation rules
· Interactions with the private sector
	Develop a clear framework guiding the public-private partnership, through a consultative process between the two sectors
Strengthen the interaction of MOH providers with private sector providers
	Improve on benefit package as the county governments purchase health services from private providers


4.2 The National Hospital Insurance Fund (NHIF)
The National Hospital Insurance Fund is a state parastatal that was established in 1966 as a department under the Ministry of Health.  The Fund's core mandate is to provide medical insurance cover to all its members and their declared dependants. The NHIF is governed by the NHIF Act No 9 of 1998. As a government parastatal the NHIF is also under the State Corporation’s Act, although the NHIF Act is the primary statutory instrument and supersedes the State Corporation’s Act.

There is a board of management, which is made up of a representation of stakeholders. The board is charged with the running of the NHIF through policy formulation and decision making on all policy matters. The Chief Executive serves as the secretary to the Board of Management. S/he is appointed by the minister and is responsible for the day to day management of the board. Key stakeholders represented in the board include: Kenya Medical Association (KMA); Central Organisation of Trade Unions (COTU); Director of Medical Services/Ministry of Health; Ministry of Devolution and Planning; Christian Health Association of Kenya (CHAK); Kenya National Union of Teachers; National Council of NGO's; Kenya National Farmers Union; Federation of Kenya Employers (FKE); Association of Kenya Insurers. The chairman of the board is appointed by the president, in line with the provisions of the State Corporations Act. The  board has the power to manage, control and administer the assets of the fund; receive any gifts, grants, donations or endowments made to the fund; determine the provisions made for capital and recurrent expenditure; open bank accounts; invest any monies of the fund not immediately required for the purposes of providing health insurance. Funds can only be invested in a reputable bank, being an investment in which trust funds are authorised by the law. Despite this being clearly highlighted in the act, the NHIF has been criticised for investing widely in capital assets, which has affectedthe balance sheet and liquidity. There are four committees constituted by the board: executive board committee; operations and quality assurance; project board committee and finance and investment committee. These committees have clear terms of reference, hold regular meetings and report back to the Board.

There are two types of contributions: a standard contribution for those working in the formal sector, and a ‘special’ contribution for those in self-employment. According to the rules stipulated in the act, an employer should deduct contributions from the employee’s salary or other remuneration and should retain the possession of the card issued to the person except when that person requires that card for the purposes of seeking health care. In case of late payments, the act states that a penalty equal to five times the amount of that contribution shall be payable by that person for each month. In case where the member is employed, the employer will pay the penalty on their behalf. The NHIF act allows the fund to provide both out-patient and in-patient health care, however the funds only provides inpatient care.
Table 5:  Summary of bottlenecks and possible improvement measures: NHIF
	Bottlenecks
	Improvement measures
	Potential impact on health financing performance

	Rule absence

· No specific rule on coverage for the poor and indigents 

· No rule on employers contributions on behalf of employees


	Create a new rule

Introduce and set a new rule on how the poor and indigent populations can be covered under NHIF

Identify the role of national and county governments in providing coverage for the poor
	Increase population coverage

Increase revenue generation and financial risk protection

	Inadequate rule

· Contribution amounts for informal sector workers can be too high, for those in the poorest group

· The penalty for delayed payment is too high and can discourage re-entry to those who have missed payment

· Contribution for formal sector workers do not adequately reflect ability to pay

· Setting of prices/levels of reimbursement

· It is not clear which private hospitals fall under category B 
· Reimbursement rates are based on an assessment of facilities, implying that the better resourced  facilities receive more compared to those with less resources


	Revisit the contribution rates for those working in the informal sector

Identify other ways of encouraging adherence as penalties can discourage continuous membership

Restructure contribution rates for formal sector workers to reflect ability to pay

Make clear guidelines on how reimbursements rates are set

Clearly specify the distinction of private hospitals in Category B

Consider having similar rates to allow hospital with less resources to use funds for improvement. This is particularly important because private hospitals receive a higher rate than public, implying that the largest share of NHIF revenue is channelled through the private sector.
	Increase population coverage as more people may afford to enrol and sustain enrolment 

Increase resource mobilisation, risk and income cross-subsidies

Increase financial risk protection

Increase financial risk protection

Increase financial risk protection



	Conflicting or non-aligned rule

· The employer should keep the card until when the member needs it to seek health care services. This can be a challenge in situations where a member is hospitalised away from the work place. Currently this does not work as cards have been made electronic
· Category B hospitals provide comprehensive services to members but can charge KES 15,000 for surgery at their discretion. It is unlikely that facilities will waive this fee if the decision lies with them. Association of health providers indicate that this does not function and that they do not charge co-payments


	Employee keeps the card. The employer receives a photocopy
Assess the value of giving facilities the discretion to charge KES 15,000, versus providing comprehensive services like in Category A hospitals
	Improve access to benefit package

Improve financial risk protection

	Weak rule enforcement

· The board is in charge of investing the funds, in a reputable bank, but this is not the case as the fund has invested in a wide range of capital assets

· Outpatient services are not provided, yet the NHIF act provides for provision of outpatient services
· All government health facilities are accredited by the NHIF. 
· Accreditation is not regularly assessed to monitor quality of care

· Health facilities accredited under Category B do not co-charge for surgery since they are expected to provide comprehensive services

	Strengthen rule enforcement

Where current investments go beyond what is expected of a health insurance body, consider disposing assets and using these funds to purchase services for the population and/or invest in acceptable areas

Work together with stakeholders to identify ways of introduce outpatient cover for members

Develop accreditation criteria and apply it to both public and private health facilities

Develop monitoring criteria to ensure that facilities standards are maintained
Clearly distinguish between comprehensive and non-comprehensive services and make it clear to Category B facilities, if and when they are allowed to co-charge
	Increase liquidity and cash flow

Potential for expanding benefit package

Improve quality of care and financial risk protection



	Weak organisational capacity

· The board has major responsibilities that go beyond their technical expertise
	Consider expanding the board to include technocrats with skill in different areas of health financing and insurance
	

	Dysfunctional inter-organisational relations 

· Delays in processing claims and  reimbursing funds to hospitals
	Identifying causes of delays and put in place measures to address them
	More efficient service delivery


4.3 Community Based Health Insurance

The role of CBHIs is recognised in the NHSSP II and in the draft health financing strategy.  However, there is no legal framework to register or regulate CBHIs in Kenya. CBHIs are currently registered by the Ministry of Labour, Social Security and Services (formerly Ministry of Gender and Social Services). There exists a Kenya Community Based Health Financing Association (KCBHFA), which is an association of member organizations involved in community based health financing. The KCBHFA is registered as a non-governmental organisation. The main objectives of the KCBHFA are to empower member organisations to implement community based financing and to strengthen internal organisation and governance structures. The CBHIs are mainly governed by a committee that is selected by community members. In most cases, these committees are responsible for collecting revenue, overseeing the schemes and sensitising communities of the need to join the scheme. Some receive support from donors, but none receive any funds from the government. Benefit packages are decided by community members based on their own assessment of need.
Table 6:  Summary of bottlenecks and possible improvement measures: CBHIs

	Bottlenecks
	Improvement measures
	Potential impact on health financing performance

	Rule absence (assuming that CBHIs play a role in future health financing-see previous discussion on the implication for this)
· No legal and regulatory  framework

· No guidelines on benefit package

· No guidelines on contribution rates

· Not clear how facilities are chosen
	· Develop a legal and regulatory fragment

· Develop guidelines on minimum benefit package

· Develop guidelines on contribution rates

· Develop guidelines on how to contract hospital
	Improve population coverage

Expand resource mobilisation

Improve financial risk protection

	Inadequate rule

· Registration is through the Ministry of Labour, Social Security and Services but no other support and/or is offered to these scheme
	Develop guidelines in terms of how these schemes should operate
	Improve population coverage

Expand resource mobilisation

Improve financial risk protection

	Conflictive or non-aligned rules
	
	

	Weak rule enforcement
	
	

	Weak organisation capacity

· No technical capacity to set premium rates and benefit packages in a manner that allows for adequate risk cross-subsidies

· Limited IT capacity to keep records, manage claims and make payments

· Community leaders lack basic understanding of how health insurance functions
	Offer technical capacity to set premiums and benefit package in a way that encourages cross-subsidies and minimises bankruptcy

Support CBHIs to develop Information Systems that enable them to keep records, process claims and payments


	Increase revenue collection and benefit package.

Improve management capacity for CBHIs

	Dysfunctional inter-organisational relations

· Relationship with broad health financing system, including tax funding

· Relationship with private health insurance
	Depending on the design feature of UHC in Kenya, ensure that CBHIs are incorporated in the wider financing system should they be found as important and receive government support related to regulation and management
	Expanded coverage and financial risk protection


4.4 Private Health Insurance

Private health insurance is regulated under the Insurance Act Cap 487.  The current law is written for general insurance and health insurance is provided as just one of the many general insurance products. The Act does not cover most of the important aspects of health insurance related to revenue collection, pooling and purchasing. Its current focus is on registration and the need for a licence.  The current gap in the legal framework, policy and stewardship might be due to the small nature of private health insurance market in Kenya.

Table 7:  Summary of bottlenecks and possible improvement measures: Private Health Insurance

	Bottlenecks
	Improvement measures
	Potential impact on health financing performance

	Rule absence

· No legal and regulatory  framework

· No guidelines on benefit package

· No guidelines on contribution rates

· Not clear how facilities are chosen
	· Develop a legal and regulatory fragment

· Develop guidelines on minimum benefit package

· Develop guidelines on contribution rates

· Develop guidelines on how to contract hospital
	Improve population coverage

Expand resource mobilisation

Improve financial risk protection

	Inadequate rule

· Registration is through the Insurance Regulation Authority

· Insurance act does not cover important aspects related to health insurance
	Expand the duties of the insurance regulatory authority to include regulating health insurance

Amend the insurance act to include specific features of health insurance
	Improve population coverage

Expand resource mobilisation

Improve financial risk protection

	Conflictive or non-aligned rules
	
	

	Weak rule enforcement
	
	

	Weak organisation capacity

· The Insurance Regulation Authority is not well equipped to handle aspects related to health insurance
	Recruit people with expertise in health insurance to support the regulatory authority 


	

	Dysfunctional inter-organisational relations

· Relationship with other health financing mechanisms including tax funding and NHIF
	Develop a health financing framework that clearly incorporates that different health financing mechanism in a manner that supports UHC
	Expand population coverage and financial risk protection.


4.4 Proposed institutions and organisational arrangement in the draft health financing strategy
The draft health financing strategy identifies four new organisations to support universal coverage reforms in Kenya. They include:
· Access and Equity Fund:  Funded through tax and donor funds, the access and equity fund would be responsible for ensuring that contributions of the poor and indigent are met. This Fund could receive funds from both the public budget but also from donors.  Putting into considerations the policy developments in the country and the assumptions highlighted in this report (Box 1), the equity and access fund might not be appropriate for the country and could lead to duplications, as the NHIF will perform these functions. In addition to duplication, the principles of insurance encourage the need for risk and income cross-subsidisation, which cannot be achieved if the poor are covered under their own pool, unless strong risk equalisation mechanisms are put in place. Moreover, there is a risk of fragmenting the health system and having different benefit packages for different segments of the population based on their socioeconomic status.
· Benefits and Tariff Board: The benefits and tariff board will work with purchasers, providers and other stakeholders in developing appropriate reimbursement levels. The board will ensure transparency in its deliberations, such that the resulting tariffs and the rationale for determining them are clearly articulated and available to all interested parties. The benefits and tariffs board will also be responsible for developing a basic benefit package for health. This will include drawing on the expert advice, whether it is the impact of tariff changes or the consequences of insuring additional services. The report from the external review highlighted the need to carefully consider the role and importance of establishing new institutions, considering that most of the functions can be performed by a single institution. From the assumptions presented to Box 1, the national level government, through the ministry of health should be responsible for designing the benefit package, which the NHIF will purchase on its behalf.  A committee on benefit package that includes technical experts and purchasers can be formed at the MoH and be charged with the responsibility of identifying the benefit package, ensuring that it reflects the needs of the population and setting tariffs.
· National Health Revenue Authority: Responsible for collecting health contributions and transferring these to a National Health Service Trust to purchase health care services. In most cases, the function of revenue collection and purchasing are conducted by the same institution. This would therefore mean that the NHIF continues with the role of collecting revenue and purchasing services. However, strict rules and regulation regarding how the collected funds can be used need to be introduced and reinforced; an annual audit conducted and financial reports published for the public on an annual basis.
· Independent Accreditation Agency:  This agency will be responsible for accreditation of facilities and quality control.  
6.0 INTERNATIONAL EXPERIENCES ON INSTITUTIONAL AND ORGANISATIONAL ARRANGEMENTS FOR UNIVERSAL HEALTH COVERAGE

 This section describes international experiences in low-and middle- income countries (LMICs) that have implemented or are in the process of implementing UHC reforms. It draws on experiences from five case study countries, which were chosen based on their experiences with UHC and the availability of information regarding their institutional arrangements. The countries include Thailand, Indonesia, Cambodia and Lao-PDR.
6.1 THAILAND

Thailand, a middle income country has ‘achieved’ universal coverage since 2002.  There are three health financing pools in Thailand. The Universal Coverage Scheme (UCS) is managed by the National Health Security Office (NHSO). The UCs covers about 75% of the population, including membership from the informal sector. Other funding arrangements under the UHC in Thailand include the Civil Servants Medial Benefit Scheme (CSMBS) and the Social Security Scheme (SSS). Prior to the establishment of the UCS in 2001, four social protection scheme operated in Thailand: the CSMBS provided coverage for public sector employees; the SSS provided coverage for private formal sector workers; the Medical Welfare Scheme funded through tax provided coverage for vulnerable groups (including the poor, elderly) and the voluntary card scheme, which began as community based health insurance programme in 1983, which offered coverage to the self-employed on a voluntary basis.

The legal structure for the UCS was established by the National Health Security Act. The Minister of Public Health is the chairperson of the board, which is drawn from various sectors.  Although the act is said to be clear, the implementation is not comprehensive with the rules for directing the operation of the UCS are based more on administrative procedures than on legislation. Beneficiary enrolment is automatic, but UCS members must register in their catchment areas with contracted primary health care providers for outpatient care service and with referral services for inpatient care.
The service provision and purchasing roles are conducted by different organisations. The NHSO acts a purchaser for the UCS, contracting with health providers for services offered to their beneficiaries. This purchasing arrangement replaced the budget allocation made from the ministry of public health to public health facilities. The NHSO receives government funds for the UCS, based on estimated costs of service provision and the number of beneficiaries covered. This approach involves formulating budgets, which are done by the HNSO working group on budgeting with support from the health financing sub-committee and the board. The estimated budget is then presented to cabinet for approval.

Health care funds are channelled by the NHSO through its regional offices. The budget allocation for inpatient care is calculated at the regional level and funds passed directly from the NHSO to hospitals. Funding for outpatient care is pooled by the contracted primary health care units. Health promotion funds are directed to the different levels of government and are pooled to area based health promotion activities at the provincial level. Several provider payment methods exist in Thailand including capitation for outpatient services and case-based payment for inpatient care, with a global budget ceiling. Each facility has a contract with the NHSO, which allows for some variations.

Thailand’s experience highlights the need to draw on experience to develop institutional arrangements for UHC. The establishment of an autonomous NHSO as a purchasing agency;  the use of primary care facility as the gate keeper and contracting unit; use of closed-end provider payment methods and competition between public and private health providers are some of the arrangements that have contributed to the success of the universal coverage scheme in the country.

6.2 CAMBODIA

Cambodia has made significant progress in expanding coverage to the poorest population. The health equity funds cover about three-quarters of the poor population in Cambodia. Voluntary CBHI schemes are implemented in many health operation districts at a small scale and the government together with development partners are preparing to scale up these schemes as a way of expanding coverage to those working outside the formal sector. This expansion includes among other things moving the administration of these schemes from non-governmental agencies to national institutions.  There are no social health insurance mechanisms for the formally employed in Cambodia, unlike in many countries where health insurance coverage is first provided for those working in the formal sector.
The health system in Cambodia is largely funded through the government budget with support from donors. Health facilities charge user fees, which are used for staff incentives and running cots of facilities. There exists health equity funds designed to offer financial risk protection for the poorest population47[]
.  The HEF acts as a third-party payer for services at public health facilities and are mainly funded by donors and the government through the MOH-donor Health Sector Support Program.  Each HEF is managed at the health operational district by a local agent, commonly a local NGO, and supervised by an international NGO, known as the HEF implementer. To benefit from the HEF the poor households are identified prior to service delivery of at the point of receiving the services. HEF operators fully reimburse contracted public health facilities for exemptions from user fees. The HEF also reimburses patients and carers food and transportation costs, limited funeral expenses and other basic items 47[]
. The HEFs have been effective in offering financial protection for the poor in Cambodia 47[]
. Other financing mechanisms that aimed at providing financial coverage include government subsidy schemes for the poor (SUBO) at selected facilities, vouchers and conditional cash transfers.  The SUBO directly reimburses health facilities for user fees exempted for the poor. There is no third-party operator for SUBO and the health facilities are responsible for the schemes operation. Despite these different arrangements, out-of-pocket spending remains relatively high in Cambodia.

Key issues arise from the institutional and organisational arrangements of health financing in Cambodia:

· The multiple financing arrangements have resulted in a fragmented health system with high overhead costs, high monitoring and evaluation costs and complex monitoring requirements 48[]
. The fragmentation has complicated the stewardship role of the MOH and stretches the capacity of the MOH to coordinate and support the different arrangements and undermines the financial sustainability of the schemes 
 ADDIN EN.CITE 

[48, 49]
.

· The existence of different implementation arrangements for the different financing schemes have weakened planning, monitoring and management information systems

· The establishment of a HEF-CBHI agency that takes overall responsibility for regulation and national administration of has been recognised. The HEF-CBHI agency will address fragmentation, expand coverage and achieve greater efficiencies.  It will also be responsible for managing revenue collection (including promoting harmonisation and alignment of donor funding), pooling and purchasing of health care services for the poor.

6.3 LAO PDR

Lao PDR is committed to achieving UHC by the year 2020. There are four social health protection schemes in Lao PDR: the Social Security Office (SSO) scheme which targets salaried workers of both state and private formal sector employees; the State Authority for Social Security (SASS) scheme, whose target population is the civil servants and their dependents; CBHIs, which target the self-employed and informal sector and the Health Equity Funds (HEFs), which meet costs of health services for the poor. SASS covers 79% of the target population, while CBHIs cover only 4.7% of their target population. Mechanisms for revenue collection and provider payment differ between these schemes, even though the CBHIs are run by the government. The different arrangements complicate the stewardship role of the government, promote inefficiencies and prevent a rapid increase in coverage. The government of Lao PDR has recognised the need to address these challenges through creating a national health insurance authority, which integrates the four different social health protection schemes. 

Compulsory membership to schemes and risk pooling are highlighted as the basic principles behind UHC in Lao PDR. According to the proposal for the new health insurance, the Ministry of Health is the central point of coordination between ministries and line agencies. An executive board, under the authority of the prime minister, together with representations with other ministries will be in place. The board of directors is responsible for implementing daily tasks and functions under the executive board.

6.4 LESSONS FOR KENYA
The review of international experiences raises various issues that can inform policy developments for UHC in Kenya. 

· First, is the important need to have clear regulatory frameworks that guide policy development and implementation of UHC. These frameworks should relate to all health financing mechanism including private health insurance and CBHIs.

· Separating service provision and purchasing roles can be important for moving towards active purchasing where quality of care is carefully considered and facilities only contracted to provide health care services if they meet the required provisions by the purchasing agency. However in the context of devolution this might mean that there are county purchasing sub-agencies that are regulated at the national level to ensure harmonisation of benefit package across the country.
· It is essential that the government sets aside funds for the poor and indigent population. These funds should not be held by an independent organisation but rather should be pooled together with the rest of the funds to maximise on risk pooling and income cross-subsidisation. 
· Fragmentation in health financing and delivery can be a major challenge to UHC. Fragmentation can be a major source of inequity and inefficiency in the health system. The Kenyan government should work towards developing UHC reforms in a harmonised way through ensuring that there is one pool and that all Kenyans across the 47 counties have access to a similar benefit package that is regulated and purchased through a purchasing agency.
· Financial risk protection is part of a broader social protection. The Kenyan government should consider how to incorporate UHC within broader social protection policies and work together with other line ministries, particularly the Ministry of Labour, Social Security and Service to provide social protection to the population.

7.0 STAKEHOLDERS OPINIONS ON INSTITUTIONAL DESIGN AND ORGANISATIONAL ARRANGEMENTS FOR UHC IN KENYA

This section draws on results from in-depth interviews conducted with a wide range of private and public stakeholders in Kenya. The in-depth interviews explored various topics related to the health financing functions, the formal and informal rules governing the behaviour of organisations and their perceptions and preferences for different institutions and organisational arrangements for UHC in Kenya. The key organisations interviewed included Kenya Private Sector Alliance (KEPSA), Health NGOs Network (HENNET), Church Health Association of Kenya (CHAK), Catholic Health Commission, Association of Kenyan Insurers (AKI), Insurance Regulatory Authority, Kenya Accreditation Services (KENAS) private insurance companies, Ministry of Health, Ministry of Finance, and NHIF among others.  The results are presented around key thematic areas identified from the data collection tools. 
7.1 STEWARDSHIP 
All the people interviewed identified the need for strong government leadership for the country to progress towards UHC. It was reported that government leadership has been weak and has not been consistent over time. The government leadership should ensure that a comprehensive UHC policy and framework and an implementation road map are developed to guide the design of UHC reforms. It was reported that at the moment, information on UHC is piece meal, that there is no agreed design plan and no clear roadmap and that there are different interventions addressing specific aspects of UHC. Stakeholders identified the need for a UHC framework as very important and urgent and called for the Ministry of Health to take leadership and move this forward. Within the MoH, it was reported that UHC is viewed as a ‘project’ within the Directorate of Policy, Planning and Health Care Financing and that there has been limited efforts to try and mobilise other important departments to support the UHC agenda. UHC, it was reported goes beyond health financing and the Directorate of Policy, Planning and Health Care Financing has to offer guidance and leadership to other important departments for UHC to be designed in a comprehensive way.
7.2 REVENUE COLLECTION AND RESOURCE MOBILISATION
The need to ensure that the health sector receives a fair share of tax funding was raised and concerns expressed over the declining trend of government allocation to the health sector at a national level (before devolution) and at the county level (after devolution). Innovative forms of financing including those related to earmarked taxes were suggested as alternative ways of addressing resource gaps in the health sector. However, how to ensure that these funds were directed to health at the county level was raised, considering that counties have the autonomy to allocate the funds they receive through the equity share to what they perceive as priority areas in the county. It was suggested that a framework guiding allocation of resources at the county level, similar to that which has been put in place to guide the allocation and use of resources earmarked for maternal health is put in place  to guide resource allocation at the county level. Such a framework should be design in line with the constitution,  and that ensures that the health sector is not disadvantaged when it comes to receiving the share of resources received at the county level.

Contributions to the NHIF were also identified as an important source of revenue for the health sector. Of major concern regarding these contributions was the need to increase the contribution rates to make sure that they are progressive and that they are adequate to provide the outpatient and inpatient benefit package as outlined in the NHIF act. The challenges of increasing the NHIF contributions were raised and the majority of people interviewed reported that unless the NHIF is reformed and Kenyans gain trust in the organisation, increasing their contribution will always be met with resistance.
Protecting the poor and indigents was identified as a priority for UHC. The majority of the people interviewed reported that the national government should take responsibility of ensuring that the poorest population have sufficient financial risk protection either through tax funding and/or health insurance depending on the path that the country will adopt. It was reported that the MoF should ‘ear mark’ funds for the poor when allocating funding to the counties. Of concern from most people was that devolving the function of protecting the poor to the counties would not necessarily translate to the resources reaching the poor and that there were high chances of these funds being reallocated to other priorities perceived to be more important by the county government.  As it was reported by an interviewee:

“The county governments cannot be trusted to take care of the health of the poor. Look at how much money they have allocated to the health sector in their counties. Health is not a priority to most ‘Governors’ and if they are given this responsibility, the poor will continue to suffer.”

7.2.1 Expanding population coverage

Currently only about 19% of Kenyans have some form of health insurance cover, although all Kenyans benefit from health care services funded through tax funding provided they can pay the required user fees and the service are available at the respective health facilities at the time of use. The challenge of expanding coverage to those working in the informal sector was highlighted as a major hindrance to UHC. While there was no clear recommendation on how the country can address this problem, having a legal requirement that makes it mandatory for all Kenyans to belong to a form of health insurance might help in expanding coverage. Without a mandatory requirement, it was reported, expanding coverage beyond the formal sector will remain a challenge. Others reported that even with a legal requirement enforcement is difficult and in practice membership will remain legal on paper and not achieve much in terms of expanding coverage.  Innovative ideas on how enforcements would be strengthened were suggested including: ensuring that all procedures that currently require one to have a national identity card also require that one submits a health insurance card-for example opening a bank account or a Mobile money transfer; registering any business; purchasing capital products; belonging to any cooperative society etc. ). There is no magic bullet to expanding health insurance coverage to the informal sector and international experience has shown that even with countries with higher income levels than Kenya (e.g. Thailand), challenges of ensuring that contributions are done in an inefficient way, while at the same time expanding coverage were experienced. It would be useful for Kenya to learn from the Rwanda experience on how to enforce coverage in a country where the majority of the population work in the informal sector.
The question of the choice of organisations to provide coverage was discussed. Most of the people interviewed identified the important role of competition in the health insurance market. Although the need to keep the pool large enough to encourage risk and income cross-subsidies was  raised, interviewees reported that the NHIF should not enjoy a monopoly in terms of providing health insurance coverage for UHC. Some competition was reported as necessary to ensure that Kenyans receive good value for money and to give them the ability to choose an insurer who they trust to provide them with the best services possible. 

Closely related to this were concerns related to cream skimming, that is likely to arise should multiple pools be adopted. It was reported that private health insurance companies tend to prefer members who are young and healthy and discriminate against those who are elderly and have pre-existing conditions. Some cases were reported, where previously an insurance company declined to renew membership for someone who was elderly and had high health care needs, despite having been their members for decades. A court ruling in favour of the discriminated member led to changes in some of the membership rules and currently, all insurance companies are legally required to continue renewing coverage for their members irrespective of their age or health status. Such regulations, it was reported are needed moving forward, not only for age, but also ensuring that private insurance companies do not discriminate and exploit individuals with pre-existing conditions through charging exorbitant prices for their premiums.

7.3 RISK POOLING
The size and composition of risk pool is important for ensuring that there is a good degree of risk and income cross-subsidies. The larger the risk pool, the better it is for UHC. Topics related to pooling of resource for UHC were discussed in-depth. 
At the moment, the NHIF is the single largest health insurance pool in Kenya (with the exception of tax funding). In addition to providing inpatient cover for all Kenyans working in the formal sector, the NHIF is also contracted by the government to purchase health care services for civil servants and the military. The in-depth interviews revealed that the NHIF operates two pools: one for the civil servants and the other for formal sector workers. Funds from these contributions are never combined as the civil service scheme operates like a private health insurance fund and while it is currently operated by the NHIF, it could easily change to insurance company in the future. 
Results indicated that while the majority of respondents clearly understand the important role of large pools, there was reluctance to have few pools because this was perceived as “creating business for some and not for others”. Of particular concern was having a policy where the NHIF would be the only health insurance pool in the country. Such an arrangement was not favoured because it was said to kill competition and give Kenyans a poor deal for their money; that NHIF has failed in the past to account for the funds collected from members and that being the only organisation receiving funds for UHC would not create an incentive to implement the reforms that are needed to make it a reputable organisation that is accountable to its members.
 Others highlighted the need to pool both tax funding with NHIF contributions and have an independent purchaser buy service on behalf of all Kenyans since NHIF contributions, it was reported, is just a different form of tax that Kenyans have to pay.  Strong political will was identified as very important for such an arrangement to happen and while it was seen to be difficult at this point in time, it remains useful to consider how such an arrangement can be implemented in the future.
When asked about the best way to approach this issue, considering that multiple risk pools create fragmentation and inequities in the health system, it was suggested that innovative ways are needed to encourage small insurance companies to merge and operate as one, thus increasing the size of the pool. Such an arrangement will require creating rules and regulations regarding how large a private insurance company should be for it to be contracted to purchase healthcare services on behalf of the government; requirements that members should be from both formal and informal sector, poor and rich;  the capital base to ensure that these companies are not at risk of becoming bankrupt; and clear guidelines in terms of how the revenue forwarded to them for the purchasing of health care services should be used and how the surplus should be invested to ensure that there is adequate liquidity to provide services for the members. Other recommendations included having regional pools (a combination of counties) with a risk equalisation mechanism to protect the pools that have a sicker population and also to discourage cream skimming.
7.4 PURCHASING
7.4.1 Benefit Package

Benefit packages often differ by the purchaser and for private companies, by the cost of the premium. The NHIF has a list outlining the content of its benefit package for inpatient services available on its website. These lists are different for the two pools (formal sector and civil servants), with detailed information on outpatient cover for the civil servants. For government health care facilities, Kenyans are entitled to an essential package for health, provided they can meet the costs of the services received. In practice, MoH facilities offer services according to what is available and it is common practice for clients to be asked to purchase prescribed drugs or to be referred to private facilities for some test, when they are not available in the public sector.
A major issue of discussion was the benefit package provided by private health insurance companies. There are no rules and regulations guiding the design of benefit package in the private health insurance industry and these are largely driven by profit maximisation. In addition, it was reported that benefit packages for private health insurance are not always well understood by providers and member and private health insurance companies are not accountable to their members. The provider organisations interviewed reported that sometimes PHI give ambiguous information and tend to “include a clause at the end of the policy usually in a very small font to make it difficult to read and understand” excluding some services from the cover. Limited efforts are directed towards ensuring that the clients who buy the premiums understand their terms and conditions and the same are not provided in any contracts between the insurance company and providers. The implications for this is that sometimes PHI fail to reimburse health facilities for services offered to a client after they have already been treated and discharged from health facilities, which leads to losses for service providers. To address this problem, it was recommended that a mandatory requirement is made mandatory for PHI to provide clients and providers with all necessary information and to have it clearly outlined in the contract. In addition, there should be rules guiding insurance companies in terms the contents of the benefit and some accountability measures to members.
All the key informants interviewed reported that health service provision for UHC should be through both the private and the public sector. The significant role of the private sector in service provision in Kenya was highlighted and it was recommended that UHC related policies and health systems reforms are designed in a manner that allows the participation of both the public and private sector. An issue of concern related to service provision was regulation of both public and private providers to ensure that services provided are of good quality. The important role of an independent regulatory body that brings together all the existing regulatory bodies to ensure that health care providers are properly regulated was identified. The concerns related to regulation and the institutional related arrangements required to put these measures in place are discussed in a subsequent section on institutional and organisational requirements for UHC.
The conflicting role of the MoH and NHIF as purchasers and service providers was emphasized. It was reported that the NHIF should be delinked completely from the MoH for it to act as a purchaser of health services. Concerns were also raised about the MoH playing the role of the purchaser and service provider for services supported through tax funding. The lack of separation between this service provision and purchasing was reported to be largely responsible for the poor status of the public health system since health workers receive and facilities receive their salaries and budgets respectively, regardless of their performance. Separating the role of purchasing and service provision and linking payment to performance was identified as a potential mechanism for improving performance. 
7.4.2 Provider payment mechanisms

Capitation is the most favoured form of provider payment mechanism for outpatient care. The advantages of paying for outpatient service through capitation were well understood by the majority of respondents. However, concerns were raised about the need for a large number of people per health facility to ensure that the risk is spread across the population and thus protect health facilities from incurring losses from small risk pools. It was reported that the current capitation payment mechanism for the civil servants schemes was not working well particularly in regions with a limited number of civil servants.
There were mixed opinions regarding provider reimbursement rates. Some people reported that the capitation rate paid under the civil servants scheme is not adequate to meet the costs of service provision, particularly in the cases where a facility has a limited number of people. Also related to this are the reimbursements of hospitals under CATEGORY C. It was reported that the NHIF takes a very long time before reviewing reimbursements rates, yet the costs of service provision increases on a daily basis due to inflation. Although the CATEGORY C hospitals co-charge the clients for the amount not paid by the NHIF, failure to review the daily reimbursements rates was said to increase the burden for the clients. Interviews with NHIF staff confirmed that this feedback has been received at the national level and that plans are in place to cost the package again and model the risk through the support from an actuarial scientist to inform the reimbursement level.
The allocation of resources within counties and across purchasers was highlighted as an important purchasing issue that requires urgent attention. The role of the constitution, which guides resource allocation at the county level was recognised, but the need for negotiations and agreements between county and national governments regarding resource allocation within the counties was identified as critical. Although the responsibility of allocating resources within counties is the responsibility of the county government, the need to ensure equity and protection for the poorest population was reported as an important issue, which required a policy framework developed at the national level to support counties in this important role. Capacity building for county officials was also identified as critical because without a proper understanding of key design features for health financing and UHC in general, county governments might not always allocate resources in a manner that promotes access to health care for all on the basis of need.
7.5 INSTITUTIONAL AND ORGANISATIONAL STRUCTURES FOR UHC
The important role of institutional and organisational arrangement for the implementation of UHC dominated most of the interviews. All respondents reported that while institutional design and organisation practices are issues, they are yet to receive the attention they deserve in UHC debates. In the opinions of many, there has been a large focus on the NHIF, but in practice, many more rules, regulations and organisations are needed to support the implementation of UHC reforms. A good starting point it was reported was to have a legislation requiring all Kenyans to belong to a health insurance fund and health financing strategy that clearly outlines the country’s roadmap to UHC, including expected costs and the implementation process. The legal act, it was reported should include details on the rules and regulations for implementing UHC reforms. Specific issues related to institutional and organisational requirements as reported in the in-depth interviews are discussed in detail in the next sections.
The NHIF’s ability to offer adequate financial risk protection for Kenyans

The in-depth interviews identified various challenges that affect the ability of NHIF to offer financial risk protection. These challenges were identified in the document reviews but the respondents indicated the need to have them highlighted as major concerns for UHC design. Key among these issues were the limited benefit package (which currently only provides for outpatient care); low contribution rates, lack of an adequate accreditation criteria that allows NHIF to assess and monitor quality of services provided, limited opportunities to sanction for non-performance, and lack of technical capacity. Expanding coverage to the informal sector was also identified as a major problem considering that it comprises the largest share of the Kenyan population.
The benefit package, which only includes inpatient services was reported as a hindrance to expansion. Considering that most people do not get hospitalised in their life time, having a cover that only limits them to inpatient services is not attractive particularly when membership is voluntary. Although the limited package has been an issue of concern in the recent past, respondents reported the previous lack of political will to support UHC as a major hindrance to the changes in the benefit package.
The need to review the NHIF act was emphasized for the organisation to meet its goal of providing health insurance for all Kenyans. Key aspects of the act that would need to be reviewed include: (1) Contribution rates to ensure that they are based on the percentage of earnings, which allows for progressivity unlike the current arrangements that are regressive; (2) Penalties for failing to contribute are quite high (5 times what one has not paid). This makes it difficult for defaulters to revive their membership even when they have resources to do so; (3) the composition of the board does not include the technical skills that are needed to inform important decisions related to UHC. Although the NHIF act gives the mandate to select and accredit health facilities, this approach was reported not to be appropriate for UHC and suggestions were made to have this responsibility under an independent institution with the right capacity to review and accredit health care facilities, not only for the NHIF but for other purchasers as well. It was reported that although the NHIF went through a major strategic review in 2011 and major recommendations were made on how to restructure the organisation including changing the governance structures, progress has been slow because governance of the NHIF is a very political issue. Historically the appointment of the CEO has not been on a competitive basis and the chair of the NHIF is a political appointment. Failure to change the governance structures within the NHIF was reported as frustrating to staff, other stakeholders and to UHC reforms in general. As one interviewee reported “you do not want to talk too loudly about replacing the chair of the board or about restructuring the management because it means that some people will have to loose their jobs. This is a very difficult issue; it is a political issue that is difficult to change.”
The lack of technical capacity in most departments was identified as a challenge for the NHIF. However, the benefits and accreditation department was perceived as ‘the weakest department’  in terms of human resources and while they are charged with the responsibility of accreditation and ensuring that facilities provide good quality services to the members, individuals working in this department are not adequately trained. The numbers of staff are too few compared to the health facilities, which means that they are not able to monitor health facilities and the extent to which they adhere to the contracts. Moreover, it was reported that this department does not work closely with the MoH or other regulatory bodies that have capacity to assess quality of health care. Regarding infrastructure, it was reported that the NHIF currently has relatively good IT system, which has helped address delays in processing of claims and fraud, but questions were raised regarding whether this is the most ideal technology (in terms of being effective and cost saving) and the extent to helps the NHIF to perform its roles. The IT systems enable facilities to monitor their claims online and raise questions in cases of delay. However, the potential of this IT system is not well exploited. For example, the NHIF does not have accurate data on members and their dependents and current reports are based on estimates, which overstate the coverage levels. The massive data that are collected through the data base do not also contribute to planning. It was however reported that there are ongoing efforts to address these weaknesses through the support from development partners to employ a data analyst.
Accountability to the public was highlighted as another gap in the NHIF. Legally, the NHIF is not required to have accountability mechanisms in place, which makes it difficult for clients to raise complaints formally. Moving forward, the NHIF act should require that accountability measures are put in place and that the NHIF is responsive to the needs of its members.
Design features related to rules and regulations governing health care financing and service provision for UHC

Beyond the NHIF, the in-depth interviews explored institutional and organisation arrangements for governing other organisations that have a role to play in UHC.  This involved exploring existing rules and regulation to identify the bottlenecks and gather recommendations on how these bottlenecks can be addressed. Key issues that emerged were:

· There is an urgent need to develop a regulatory framework that guides the operation of health insurance schemes (including private health insurance, community health insurance and the NHIF).  In particular, it was reported that the health insurance industry in not well regulated, that the rules and regulations governing their performance are designed under general insurance act yet, the health insurance market is very different from that of the motor-vehicle industry or life insurance. Lack of adequate regulations leads to performance gaps with lack of any guidelines related to premium rates, benefit package, health service provisions, rewards and sanctions. More concerning to all individuals interview was the fact that the NHIF, which manages the largest pool of insurance funds (not including tax funding) is not regulated, yet current policy discussion are around how the NHIF can be transformed to be the main health insurer for all Kenyans. Without proper regulation of the NHIF and other insurance bodies, it will be difficult to implement health system reforms that promote the principles of UHC in an efficient manner. The need to develop a regulatory framework and an regulatory body that is within existing organisation, and which is independent from the MoH was identified as an important milestone towards UHC.
· Accreditation of health facilities to provide health care services on behalf of the purchasers: Currently, the NHIF accredits health care facilities through their benefits and accreditation department. Private health insurance companies also require that facilities are accredited by the NHIF for them to provide health care services to their members. Discussions beyond the NHIF indicated that in practice accreditation does not happen, because accreditation rules require that the exercise is conducted by an independent body. In addition, accreditation goes beyond assessing quality to include issues related to governance; standards procedures; an external evaluation of compliance against those procedures; a process for improving performance following review and a continuous search for quality improvement. The Kenya Accreditation Services (KENAS) is the only national accreditation body, established through legal Notice No.55/2009. KENAS mandate include KENAS mandate includes: Provision of accreditation services to Conformity Assessment Bodies (CABs); creation of order in trade in products and services; elimination of incompetent practices; Provision of level playing ground to CABs; and provision of competitive accreditation services which are internationally recognized. In the health sector, KENAS is largely involved in accrediting laboratories.  Interviews with KENAS staff revealed that the current act does not give KENAS the mandate to accredit health care services or to certify other bodies that have the responsibility of assessing the quality and performance of health facilities in Kenya. Even for the accreditation of laboratories, this is done on a voluntary basis, which means that there are many laboratories in Kenya that do not conform to international standards. The need to reform this act and make it compulsory for health facilities to be accredited was highlighted as important for UHC. Such an approach would require that registration bodies including the Kenya Medical Practitioners and Dentists Board, the Pharmacy and Poisons Board work with KENAS to accredit all health facilities in the country based on criteria that reflect the expected standards for different levels of care.
· Ambiguity in the way NHIF rules and regulations related to service provision were applied: Interviews with organisations related to service provision highlighted that there is very limited understanding of the rules and regulations guiding the relationship between the NHIF and service providers. The NHIF accredits facilities under three categories:  Under Category A (government hospitals), members have comprehensive cover for all services including maternity and surgery. Members admitted under contract Category B (private and mission) hospitals have comprehensive cover but where surgery is required, the contributor may be required to co-pay up to a maximum of KES 15,000 at the discretion of the facility. For those visiting facilities contracted under Category C (private) the NHIF pays specified daily benefits rate that differs depending on the size and kind of services available at the hospital and ranges from KES 1400 to KES 1800, with the rest to be paid by the patient. Service providers, particularly those contracted under Category B expressed concerns that they could not co-charge patients for surgeries, since they are contracted to provide ‘comprehensive services’, although information from NHIF documents clearly indicates that co-payment for category B facilities is allowed up to a limit set by the insurer. The implications for this ambiguity, it was reported, was some faith based facilities opting to be accredited under Category C where they can co-charge and recover full costs of treatment. Closely related to this was the fact that FBOs facilities were expected to provide comprehensive health care services, yet they did not receive any funds from the government to support their operation, unlike government health facilities, where staff and supplies are provided directly by the government. Having faith based health facilities opting to provide services under Category C can have implications for access to health care services, considering that in some cases, FBOs are found in areas with very limited geographical access to health care services and are in some cases the only health facilities available in these regions. 
Table xxx: Summary of institutional and organisational bottlenecks identified through in-depth interviews
	Bottlenecks
	Current situation
	Improvement measures

	Rule absence
	· No policy framework guiding  UHC design

· No legal framework for accreditation of healthcare services

· No information on how and who should cover the poor
· There is no institution with the responsibility of regulating the health insurance industry, setting rules related to benefits and tariffs and sanctioning for poor performance.
	· Develop a policy framework  that is in line with the constitution clearly outlining the roadmap to UHC

· Develop a legal  act or amend existing ones to guide accreditation of health services

· Together with county government, identify mechanisms to cover the poor
· Develop a regulatory framework for health insurance

· Establish a benefits authority body, preferably a new department within an existing institution that is independent from MoH that is responsible for defining benefit package, premium rates etc.

	Inadequate rule
	· The constitution entitles all Kenyans to health care services, but there are  no clear mechanisms to enable Kenyans to enjoy this right

· The NHIF Act allows for provision of outpatient services but these are not currently covered

· Accreditation of health facilities through the NHIF does not meet international standards 
	· Develop UHC policies that enable all Kenyans to access health care services when they need the,
· Consider expanding benefit package for NHIF to include outpatient care

· Move the accreditation responsibility outside the NHIF

	Conflictive or non-aligned rules
	· Purchasing and service provision by the MoH and the NHIF present a conflict of interest and makes regulation difficult

· There is no pooling within the NHIF. Civil servants, formal and informal sector pools are managed separately


	· Separate the purchasing and service provision function
· Actively purchase health care services through a combination of approaches, including linking budget allocations to performance measures.

· Allow for risk pooling and income cross-subsidisation across pools

	Weak rule enforcement
	
	

	Weak organisation capacity
	There is very weak organisational and human resource capacity  for implementing UHC within the MoH, NHIF, KENAS, PHI etc.
	Different forms of capacity building for key institutions will be required as plans for UHC are put in place.

	Dysfunctional inter-organisational relations
	There are no clear coordinating mechanisms and involvement of other departments within the ministry. Currently UHC manly discussed in one Directorate (Policy, Planning and Health Care Financing).

The UHC agenda is confined within the Moh, with limited involvement if any of other line ministries with a potential to contribute towards broader social protection issues (e.g. Ministry of labour and social protection)
	Encourage joint planning of related departments within the ministry to allow for a holistic approach towards UHC.

Approach UHC from a broader and consider packaging it as part of the broader social protection mechanisms 


8.0 WAY FORWARD

This section draws from both the document review and in-depth interviews to identify way forward in matters related to institutional and organisational requirements for UHC in Kenya.
Design features of UHC

Health financing strategy and UHC roadmap are needed to guide the polices and frameworks for UHC including the institution design and organisational practice. Without a health financing strategy that clearly outlines key health financing issues, including revenue sources, numbers and sizes of risk pools, purchase arrangements and service provision, it is difficult to have detailed design of the rules and regulations guiding organisational practice. The creation of legal frameworks to support implementation of UHC is also needed and should go hand in hand with other reforms. In this design, the fiscal space of the country will remain critical and should inform issues related to the scope of the benefit package, implementation process (e.g. whether or not to start with the indigents and then move on to the poor) and sustainability plans.
Sufficient and sustainable resources

· Increase NHIF contribution to support the expansion of the benefit package is critical. However, the successful of this attempt will largely depend on how quickly the long awaited reforms of the NHIF recommended by the strategic review will be implemented.  UHC will not be achieved unless there are sufficient domestic resources to support the health system. The Kenyan government should identify innovative mechanisms to raise domestic resources for health. Such mechanisms are highlighted in section 3.1.6.

Risk Pooling
· UHC reforms should aim at minimising the number of pools as much as possible, while maintaining some level of competition and choice. There is a challenge in terms of how to design the pools in a way that is in line with the constitution considering that the country now has 48 governments. Nonetheless organising pools around counties undermines the principles of UHC and negotiations between the central and county governments will be needed to explore how risk pools can be designed in a way that maximises the sizes as much as possible. At the very least, counties in one region can be encourage to form a pool with risk equalisation measures put in place to pay for deficits incurred in worse off regions
Purchasing
· Purchasing health care services should be done through both the private and the public sector. The NHIF and other health insurance companies, should be contracted to contracted to purchase services on behalf of the Kenyan government to allow for competition.
· Introduce some form of active purchasing where health facilities are required to compete for funds based on their performance and where they are legally required to provide services as outlined in the contract and sanctions implemented for non-adhrence.
· A health regulator tax body that is independent from the MoH needs to be established urgently. Considerations for the establishment of health regulatory body should include assessing the value of a new organisation versus strengthening departments within existing ones like the Insurance Regulatory Authority and the Kenya Accreditation Services. 
· Health services should be provided by both the public and private sector. However, strong investment will be needed in the public sector to ensure that services of good quality are available, more so because private health facilities are mainly found in urban areas. A strong public sector that is accessible to all is essential for sustainability since the private sector is significantly more expensive that the public sector.
· Public and private health care providers should be reimbursed using a similar rate for services offered. 

· At very early stages, harmonisations in the benefit package should be encouraged to ensure that everyone can access a similar benefit package regardless of the pool they belong to. Creating pools with different benefit packages, for example, the civil servants scheme that offers comprehensive cover versus an informal sector pool that only covers a basic package will create inequities in the health system and widen disparities between the poor and the rich. 
· A proper referral system should be put in place to encourage the use of primary health care facilities, with high co-payments charged for by passing facilities without proper referrals, except for emergency cases. For this to be possible, the capacity of dispensaries and health centres should be improved to handle close to 70% of cases without necessarily referring to the hospital level. Such an approach will require redistribution of resources, including health workers to lower levels of care to cope with the increased demand. 
· UHC benefit package should include preventive measures either through health insurance or tax funding. Health prevention and promotion are key to the sustainability of UHC as it minimises the rates of ill health thus lowering the costs of treatment.
Rules and regulations

· The important role of a regulatory body that has the mandate to regulate all aspects of health insurance companies (including NHIF) for example benefit package, contribution rates, accountable use of resources cannot be overemphasized enough. All the stakeholders interviewed identified regulation as a major gaps hindering progress towards UHC. Such a regulatory body needs to be urgently put in place. There is a very strong support for leveraging on existing institution rather than establishing a new one because of the limited resources and capacity in the country. The Insurance Regulatory Authority was identified as the most appropriate body that can play such a role. However, historically IRA has worked more on other aspects of insurance (except health) and capacity need to be built to support IRA moving forward. Should this mechanism be adopted, IRA would work closely with other regulatory bodies (for example those within the MOH and the NHIF) to ensure that all aspects related to health care financing and service provision are adequately addressed.
· Accreditation of health care service is another aspect that came out strongly as one that needs to be addressed moving forward. All participants of the in-depth interviews (including those from the NHIF) reported that accreditation should not be the responsibility of the NHIF. The Kenya National Accreditation Services (KENAS) was identified as a potential organisation that can be strengthened to accredit health care facilities. However, this would require some changes in their regulation, because currently there is no policy and legal framework guiding accreditation of health services in the country.
Finally, the design of UHC reforms should go hand in hand with capacity building at the national and county level. Capacity building is needed within the Ministry of Health (national and county level), the NHIF, KENAS, private insurance companies, IRA and any other organisation that is expected to play a role in universal health coverage.
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Box 1: Key assumptions underlying the review based on policy plans and discussions


The Ministry of Health will play the stewardship role. It will be responsible for setting UHC related policies and ensuring that these are implemented in a similar way across counties. This includes identifying the benefit package that will be provided to all Kenyans irrespective of their socio-economic status and geographical location.


County governments are responsible for implementing UHC policies in line with what is formulated at the national level.


UHC will be financed through a combination of mandatory health insurance and tax funding.


The National Hospital Insurance Fund (NHIF) will be the main insurer for all Kenyans. Membership to the NHIF will be mandatory for all. The NHIF will purchase both inpatient and outpatient services for the entire population. Initially these services will not be comprehensive in nature, but will cover basic services and must be the same for all members.


The national government will allocate funds to the NHIF to purchase health care services for the poorest population. These services will be similar to those accessible to contributing members. 


Services will be purchased from both public and private health care services. Providers will be reimbursed using a combination of payment methods but a similar rate will apply to both public and private providers categorised at the same level.


Voluntary health insurance will be provided by private health insurance for those who want extra services beyond those provided under the NHIF.


Gate keeping will be maintained and high penalties levied on those bypassing the referral system.











� There are currently no rules for CBHIs and if these are identified as an important aspect of financing for UHC,  legal structures and rules to guide operations will need to be developed.


� Seems like there are no rules for private health insurance and most of this will involve creating legal structures and rules to guide operations
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